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1. INTRODUCTION

In recent . work by John Friedmann (1976) and by Stdhr and
T6dtling (1977, 1978) considerable attention is paid to
what Friedmann calls the 'contradiction' between 'terri-
tory' (or broadly speaking, regional intefests and develop~
ment) and ‘function' (or in simple terms, industrial and
_'services interests and development). The objective of this
. paper is to clarify these concepts and to see whether they
can be used to.constitute a framework for the analysis of
regional development problems. The discussion is based
on the results of relatively recent research in Western
Europe and Latin America and starts out with an analysis
of the development of large-scale corporations (section 2).
Attention will then focus (in section 3) on developments in
territorial organizations at local, regional and national
levels. In section 4 Friedmann's concepts will be discussed
and reformulated, while in section 5 a conclusion will be .
endeavoured.

_2. 'THE DEVELOPMENT OF FUNCTIONAL ORGANIZATIONS

In his stﬁdy of the growth from the small, family-owned,
one~-function enterprise into the multinational, Hymer (1972)
identifies three stages. ] }
In a first stage, rapid growth df}demand and changes in the
technology of production and of transport and communication
led to the consolidation of small firms into national cor-
porations engaged in various functions. This growth from
firm to corporation has been either allochtonous or autoch-
tonous * (Jansen 1974) . In the first case, other firms are
bought  (take-overs), whereas in the second the firm expands
either by increasing producfion in existing plant or by
opening-up new plant. The motivation for growth in size is
found on the one hand in considerations to decrease uncer-
tainty, especially when growth in size goes together with an
increasing market share (Hilhorst 1964); and on ﬁhe other,
in considerations to increase efficiency.




Berg (1963) mentions a number of economies of large scale
that may: be involved: those of production, distribution,

buy“g, advertlslng, flnancxng, stqrage, management,'and
of research and development. i '
qymen suggests. that thls first stage requlred,a new
administrative structure which would enable the coordination
of production inspatially-dispersed plants. Thus, a structure
developed involving on the one hand, a hqrizontal'diviSiQn,
of management tasks - such as departments of personnel; pro-
duction, sales; finance etc. - and on ' the other, a vertical,
system of control by which the departments could he con-
nected. In this way, the Head Office came about.

In the second af Hymar'é stages, the multi-divisional
corporation is created: Corporations. thus become decentra-
lized into single product-line divisions, each with its own
head office. A group head officé is needed to coordinate the
work: of the divisional head offices. In Hymer's opinion,
this process is the further response to the problems of un-
certainty and the oppertunities of large-scale production
with which the enterprise is faced.

In the final stage, the corporation goes abroad and
develops. into. a multi-natienal corporation. This process is
based uypon: the. finaneial strength. of. the multi-divisional
corporation, and the expansion to other countries may bhe
motivated- by the desire to secure markets or access to
inputs. We may add that tax and wage differentials between
countries. shouldfmqre and more be regaxded as a motivation
for such moves.

.The way in which general demand .conditions and changes
in technology influence interrelations between. corporations
is clarified by Rees (1974), who reports on. the British
chemical industry and finds the following reactions of
firms~tqfchang¢s in the general ecenomic situatiqﬂ.



one response ... has been a strong lobby for agreements
- between producers. Moves towards this include an infor-
mation exchange agreement to phase investments in ethylene
by ICI, Shell and Exxon's and an agreement to phase invest~-
ments in ethylene by ICI, Shell and BP... The spatial
significance of the latter virtually implies companies
taking turns over the introduction of vast new naphtha
crackers and associated their complexes of downstream
plants. General supply and demand trends in the economy,
therefore, cause individual firms to respond through their
capital investment policies, and these have significant
temporo-spatial implications. A second response to detri-
mental conditions in the economy with implications for the-
spatial organization of firms takes the form of mergers and
acquisition.

'And Rees goes on to quote Singh (1971) when' the latter re-
ports that of 2126 manufacturing firms quoted at the UK.
stock exchange in 1954, more than 400 had been acquired by
1960 and that of-the 41 chemical firms that 'disappeared’
between 1948 and: 1960, 28 had been acquired.

- The corporation's environment is important in an addi-
tional way. Galbraith (1972) argues that when the environ-
ment is stable ~ that is, when there are few uncertainties -
a form of organization of the corporation is possible which
is strongly formalized and often vertical in character, while
all responsibilities per function can be clearly described.
At the other extreme is the 'organic' form, which would be
most suitable for ‘unstable' envxronments. In this form,
communication is little structured and there is a less
clearly established hierarchy. Not only does the higher degree
-of uncertainty implied in the 'unstable' environment lead
to greatef needs for information, but its collection is
less formalized and often occurs in face-to-face communi-
cations. )

The corporations are among the organizations that face
relatively'unstable environments and need considerable
amounts of information inputs. Rees (1974) says in this
connection: 'Headquarters need to be in large (urban} units,
because of ' the need for face-to-face contacts, contribut:.ng,

for example, to London's functions as a headquarters city.'




As‘Hymer, Rees -distinguishes the headquarters functions
from.-those of the: productlon unlts. Forthe. latter,~regu—
lar and repetltlve contact: patterns ex1st whlch make it
possrblelthat these unltssareflocated;away from communi-~ "
caticy nodes such as New York or London. Thus, in 1968

'New York city alone houses 137 corporate headquarters of
the: 506 largest Amerlcan,flrms' (Rees 1974) . Westaway (1974)
reports that the head office functions of the 1000 largest:
industrial. companiesfoperatingfinfBritaintere!ooncehtrated

‘i London and the South East. In addition, he finds' ‘that

productiver functions + as represented by annualk operations -
were fbundfto?be'most heavily concentrated im the less
prosperous recions of Britain."® ’

Of considerable importance in these findings is that.
those units of large corpeorations that are not involved: in-
decision making can' be located in backward areas, but that
their head offices on the whole require location in the
large agglomerations. °

Westaway summarizes the—development of the enterprlse
as follows-

Thls development process has expressed 1tself spatlally In
the agglomeratiomn of, initially, ‘administrative functions

- and, more recently, strategy planning functions, as repre-
.sented by group head offices. While this process of centra-

lization has occurred at the higher levels of organizations
some decentralization has occurred, and is oceurring, at the
lower levels -~ routine administration and production. The
main forces behind these tendencies appear-to be the infor-
mation: requirements of different types of organizational
unit and the information richness of cities in dlfferent
parts of the country (Westaway 1974y,
One may add that in countrles where communication networks:
are little developed the tendencies for enterprises to locate
in one sxngle urban centre are con51derably strengthened

It seems relevant to consider the experlence of soc1a—
List countrles, and we shall do so with the use of some

research results for the USSR. In hls analysis of the 1mpact



of industrial decision making on the urban hierarchy,
Huzinec (1978) concludes that it is among the major
factors explaining the concentration of population growth
in the large cities in the USSR. From a series of indi-
cators he infers that this is the consequence of locatio-
nal decisions by the industry ministries,lwhich prefer
industrial investments. in the large cities. It turns out
that these cities are the administrative capitals.

Huzinec explains the phenomenon on the basis of
various factors: (i) those related to the production
function;'(ii) those related to the planning structure:
(iii) - those concerned with urban infrastfucture, and (iv)
those of political nature. BAmong the first, he mentions
- that Soviet planners are concerned to find minimum cost
ldcations and wish to take advantage of economies of
scale. An . additional role is played by the desire to mini-
mize transport costs, which leads in a country as big as
the USSR to a situation with relatively few highly aCCESSlble
places.

In the planning structure, two forms of planning emerged
that were supposed to act in a complementary fashion: '
sectoral planning and regional planning.

Under sectoral planning, a given ministry is responsible
for planning the development of its branch of the economy;
this mandate extends to all geographic units of the USSR,
Regional planning, on the other hand, is set up according
to various territorial units ... with each regional unit
responsible for the planning of all economic activities
within.its region. What eventually took place is that,
except for a short period under Khruschev, the ministerial
form.of. planning has been dominant.

(Huzinec 1978: 144-145).

Thus, development occurred in places favoured for sectoral
development.

With regard to urban infrastructure, Huzinec is of the
'bpinion thét the relative lack of social overhead capital
in the smaller cities retards thelr ability to attract
industrial investment.




The- polltlcal factor lS concerned w1th ‘the . role of the

party: in.decision maklng Slnce the main members are located
1n~urban‘are§egthey,w;ll tend to-.acguire more economic activi-
ty there. . K

;Huzdnee's results seenlto becon51stent with those of
Ofer {1976), who loeked into. the.relatlonshlp between in-
dustrial strnctupeJ;u;banization;and érowthfstrategies’in
sogialist countries.  Ofer .shows that the industrial structure
of the European socialist countries differs.significantly
from that of other Eurgpean countries and the USA,'The,pro—
ducer's goods sector in particular, accodntskfor a much
larger share in total product than one would ‘expect on the
basis of an indicator like per capita gross national pro-
duct..

This. rhenomenon, in Ofer's- view, is a result of policies
based on the socialist development strategy, which "aims
at maximom rates of economic growth by investing at the
highest rate feasible" (Ofer 1976:'221). Ofer is aware that
this statement is an over-simplification, but in his view
the tendency is there and translates into a tendency to
keep consumptlon low. . » -

The tendency to maximize growth also leads to a de51re
to make use of economies of scale. In turn, these can better
be: ‘attained in relatlvely large urban concentratlons.
HQW@Vert,
since the bulk of urbanization ‘costs is connected with
moving labor into the cities and settling it there, labor
'is relatively more expensive than capital in urban than-in
rural areas. The main argument is that the extra costs:
of moving labor are higher for the socialist system than
for a market system, that the socialist system is in a
better position to perceive the existence of such costs;
and that it has better means of controlling them and taking
themlntoaccountln the planning process. As a result, some
costs are avoided, either directly or by input substitution,
that is, by allocating above~normal labor-capital ratios

in the agricultural sector and above-normal capital-labor
ratios in the manufacturing sector (Ibidem: 222-223).




Although Ofer's reasoning is perhaps rather fast, it
seems that greater awareness of the costs of urbanization
in sdcialiSt countries has contributed to the undoubtedly
low overall degree of urbanization in socialist countries;
thatyié to say, considerably lower than one would expect,
given the level of per capita GNP. This result does not
conflict with those of Huzinec, since the tendency towards
primacy in the urban structure of the various republics of
the USSR can be guite consistent ﬁIth a relatively low
overall degree of urbanization.

It is interesting to notice that the trend‘towards
large-scale productlon is present in both capitalist and
socialist systems, and in both systems sectoral (or functio-
nal) organizations tend to cause the clustering of decision
making functions in the major urban centres.

Stuart Holland (1976a) has written about the effects
that large-scale enterprise has upon regional development.
He defines the‘meso~enterprise as one that is multi-product,
multi-plant and multl-natlonal, whose size and spread span
the gap between micro- and macro-economies. Consistent with
the evidence provided by authors writing on capitalist
systems such as those mentioned above, he further characterizes
the meso—enterprisé as dominating the markets they are
engaged in while being located in the more developed parts
of the country. They may even have contributed to this
unequal development.

Their super-normal profits in one industry enable them to
diversify into others. The spread of operations thereby
increases adaptive capacity to demand changes, independently
of their power in many cases to influence the pattern of
demand through advertising and the creation of consumer
wants. Consequently, smaller firms in less-developed regions
are faced with major handicaps in any attempt to penetrate
national markets through the exploitation of lower effective
wage costs, entrepreneurial skill and government incentives
(Ibidem: 33).
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Thus, Holland introduces a distinction between meso-

enterprlse and other enterprlses which may be located in
"a glven reglon. In fact, he proposes a dlstlnctlon 1nto
thres types: (1) ‘leader' firms; (2) 'led' flrms, and

(3) '1aggard' flrms. The first type is the meso—enterprlse.

The second category ... are dependent for theirkmaih‘part,
on national markets and exports: ... They therefore fall
more into. the micro-economic sphere where domestic
Keynesian pollc1es are effective ... They either wait for
their lead in innovation or market development,  or seek. .
to operate in a satellite function relative to the leaders
... The third category ... dare too small to bother the
leaders, or to prove attractive to. them as providers of in-
puts. or as, “subeontractors ... and tend to be local or
regional concerns pos;ng little threat in national markets
(Ibidem: 122-123), .

This classification of firms that export from one region =
into ﬁhose that are at best national in character, and
those that form part of a multi-national enterprise, is a
useful one. It permits us to define a region's economic
problems as being directly influenced or not by the
phenomenon of the meso—enterprlse, a phenomenon that- poses
very SpElelC problems from a policy p01nt of view.

) SPeaking about the behav1our of the meso-enterprlse,
Holland goes Further than Westaway. Whereas the latter .~
says that the production units 'will tend .to become fairly
well dispersed, following the joint pulls of manpower,
markets and raw materials', Holland adds the existence of
tax-holidays as. a locational factor. Given. their size,
meso~enterprises will tend to internalize a series of: bene-
fits that smaller Firms would normally leave to regional
enterprise. T :

In this connectlon a number of observatlons by Thwaites -
are relevant He has found that firms that establish branch
plants in outlying areas do not in general create linkages.
He quotes a 1973 report by the North of England Development
Council whidh concludes that ‘of 29 plants, which moved to



the Northern Region in the late 1960s ... three quarters
... had not chanéed their pattern of suppliers, and over
half had not changed markets, after the first year.',Aﬁd
Thwaites concludes - after citing other evidence -~ that
many of the original linkages developed in the base region
are. transferred with the branch plant (Thwaites 1978:
- 457) .

Effects via the labour market in the less advanced
region will thus tend to dominate. Holland also stresses
this point, when he says that'... The benefits from multi-
national location (in less developed countries) are limi-
ted ... mainly to direct employment and wage creation'
(Holland 1976: 39). He does not discuss, however, the back-
wash effects that the location of these enterprises may
have upon existing 'led' or ‘'laggard' enterprises.

The 1Qcatiqnal pattern of multinational enterprise that
is not engaged in mineral exploitation or plantation agri-
culture tends to favour capital cities, especially when these
also are ports. Abumere (1978) has also found this for the
case of Bendel state in Nigeria.

There is no doubt, however, that government incentives
may considerably change this tendency. This has become
clear from the experience in the Brazilian Northeast
(Haddad 1977), as well as from the Chilean government of
that period to provide an industrial economic base for the
very péripheral location of Arica (on the Northern border
with Perfi) was successful. Exactly because of this peri-
éheral location, however, most of the multiplier effects
in the production of parts and other'supplies, came to
Sahtiago. The various production units, with the exception
of ohly one, also had their head office in Santiago.

Stbhr and T6dtling in their 1977 and 1978 papers on

the effectiveness of regional policy making give a. considerably

broader survey. Both papers contain essentially the same
‘conclusions with regard to the quantitative aspects of
regional policy effects. On the qualitative aspect, however,

prits
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the 11978 paper contalns -more., Particularly interesting ‘in.

‘the framework ‘of “this ‘section-are two -questions-to-which-
Athey,addneSS'themselves1 \What ‘are “the ‘control :and ‘owner-
;ship'relations:bf;&he;plants:whichameneestahlishedxin‘
;peripheral areas?' .and ‘what ‘are ‘the organizational
characteristiés‘of<these;plants?\.iConcerning~theSEftwo
-questions rthe :authors :Find ‘that ‘a large ;proportien of mnew
.acth1t185 in -peripheral mreas :aré branch plants ‘or-isub-
51d1arles w1tﬁ extrareglonal control and/or -ownexrship!
19T
(Ibidem: 95).. On the whole, mhese:branch;plantsihave;mnput—

34) and “hat, 1n*add1tlon, #they are ‘foreign—owned

foutput'rElatiQns»m&thfenterprises%emseWherefinithefcountry
ahﬁ-ndt«ﬁithithOSe An the wegion :where thay:are:located,
and’ﬁheyvemplpy‘low7skilled'labour,fMassey (1979) «carries
‘the .argument one :step Further, :observing that the spatial
' differentiation -that results from the process of growth of -
sthe :corporation has 4n Fact contributed to @ mew type Of -
‘d1v151on .of ‘labour .according ‘to which :some areas ‘Specialize
dmn contrdl and«R &'D functions, and wthers #in :direct pro-
duction. ;Althoudh :she acknowledges‘Fnrn {(2975) and rofhers
mhorhave polnted +o the ‘consequences :of 'de—sklllxng a
reglen" *her maln}preoccqpatlen ds wiith ithe way “the “regio-
'nal,problem"(employmemt dlspar“ties) s braditionally de—
Fined. She argues:
;Reglonal;xnegualmty.&SInot;a frictibnalaor abnormal out-
«come :of ‘capitalist ;production ... :the jprocess ©of capital
investment ‘has ‘historically mormally 'been one :of the
.gpening-up .of some areas, .and '‘the desertion of others ...
They :are, moreover, being -deserted ;for reasons :relating
directly to ithe wrequirements .of internationally.competitive
,and jprofitable production (Massey 1979z 242)..
We ‘have dittie - dlfflcul@y in accepting this wiew, although
~somezmay\add:that.ltanll:dependfonathe;character;of the
docation and the mature and size :0f the investment whether
‘the rate at which .certain areas are .deserted :is high or mot.
If 4t is the type of investment -that Firn (1975) and West-
away (1974) -encountered in most of Great~Britéianr;prpblem




regions, there is no doubt that this rate is higher than
‘that to be observed in London and the Southeast.

~In the context of this section, however, her contri-
bution reaffirms Firn's fears that the establishment of
production plants in problem regions or designated areas

separated from control and other functions brings about

... a.changing balance between innovative, entrepreneurial-
type decision making and routine management-typé super-
vision. When major decisions, such as on investment, sales,
or .purchasing are made elsewhere, the plant managers in

the regional subsidiaries or branch plants are reduced to
what “Baumol calls 'competent calculating machines': Thus
much of the drive, enthusiasm and invention that lies at
the heart of economic growth is removed, reduced, or at
best, 'suppressed (Firn 1975: 410). '

The process of de-skilling would also be a consequence of
the situation of external control. Since branch plants do
not need middle and higher management, those people that
aspire to such functions would have to leave the area
(cf. Ibidem: 411).

3. DEVELOPMENT OF TERRITORIAL ORGANIZATIONS

In a discﬁssion of developments of territorial organizations
at least four levels must be distinguished: the local govern-
ment, some form of intermediate government such as the
district or state or prov1nce, the national government, and
finally, the supra-natlonal 1evel

On a world-wide scale, there is a clear trend with respect
to the introduction of various forms of supra-national regu-
lation. Over the last 30 years, capitalist and socialist
oountries, as well as rich and poor countries, have formed
into gioups in order to'discuss and decide on‘matters of
economic policy at these supra-national levels. Thus we
have seen the formation of ALALC, the Andean Pact, ASEAN,
the Central American Common Market, COMECON, The Economic
Community of West African States (ECOWAS) and the EEC.




‘In"all cases, -although in some more than in-others; natio-

nal’ governments—have-given—up“a-certain-measure of-soveréignty.

In Western Europe for instance, tue basic determinants of

say, national, agricultural, industrial and energy policies

are decided upon ' in Brussels, whereas the COMECON provides

a similar framework for the centrally-planned eccriomies’ of

Eastern and Central Europe. In all cases there is a certain

degree of devolution of powers that traditionally were

considered national to arcentral etructure of'&eciSion

maklng as lmplled in-the 1nternat10nal regional organizations.
For most authors, the background to this phenomenon

is found in’ (a) the desire of countries to develop inter-

nationally competitive and highly productive industry,

and (b) the recognition that the ecohomic size of individual

countries is not sufficient to reach this objective.

Renninger reflects this type of argument when he says re-

garding ECOWAS:

In the case of West Africa, the economic size of nearly all

the countries inhibits industrialization eithexr through

import substitution, growth of domestic demand or export
promoticn (Renninger 1979: 42).

In addltlon, as is, the case w1th the Andean Pact, there is
a desire on the part of national ‘governments to control more
‘effectlvely enterprises that have an economic space that

goes beyond the territory of any of the member states in-

dividually, or even collectlvely. Thls has become clear

also in the case of the EEC where attempts have been made

to coordinate policies with respect to firms from outSLde

its area who seek entry. '

‘One possible 1nterpretatlon of this trend towards centra-
lization of dec151on maklng at supra—nat10na1 levels is that
we may see it as a contlnuatlon of the same trend at the
national level. Also, there is the drive for lncreased in--
come per caplta. Even in a country like Tanzanla - which
left the East Afrlcan Economic Community - 'decentrallzatlon'
really meant deconcentratlon of the national adminlstration
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towards regional levels coupled with the-centralization

of decision making on economic policy, both in the name of
nafion building and economic development (cf. Malhotra 1978).

In the same way, Bhambri streéses that 'post—-independence
developmeﬁts are directed towards the creation of a national
market economy and its regulation by the national government

in’India'(Bhambri 1978: 741, italics mine).

The ehqrmous discrepancies in income and wealth as

between the majorities in the rich and the poor countries,
as well as the idea that government planning would contri-
bute to speeding-up the process of economic development, have
undoubtedly contributed to the more important role of the
State in the life of countries, especially the poorer ones.

In addition, regulation was felt necessary because (a) it
had become clear to mény that reliance on the market only
would not lead to the desired results, and (b) the provision
of social services came to be considered a function of the
state. .
: Whereas the devolution of powers to supranational organi-
zations went together with stimuli to entgrprises fit to
compete, and signifiediﬁmzeventual disappearance of the
weaker ones that had managed to survive behind protective
tariff walls, the decisions leading to a more powerful central
state led to higher levels of taxation, a tendency towards
controls on wages and prices, and the closer supervision

of local and intermediate governments. In most countries,
these authorities would not be allowed to increase their
revenue significantly, and in the performance of their
functions came to rely more and more upon subsidies from
central government.

Changes at the level of local and intermediate authori-

ties have been manifold and can not be enumerated here.

Some: trends must be mentioned, however. First of all, there
seems to-be a trend towards scale enlargement, which becomes
apparent in two ways. On the one hand, in some countries such
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as the Netherlands, the number of local authorities is
-~ being-reduced; -so-that-the: remainder-command“larger terri-- —
tories. In addition, there are formalized types of co-
operation between local: authorities for thefperformanée

of certain functions, such as waste treatment and inter-
urban® public- transport. A similar phenomenon is found in

the grouping of French départements under the super-prefect,

the creation: of the superintendencies in- Brazil, the regional
development corporations in: Venezuela, the regional develop-
ment committees: in Perd, the regional development’ ministers
in Tanzania, etc., which: are-not-only intended: as: handles
for‘thefimplementatibn of: interregional policies on: the
parﬁ'of éentra1 goverhments, but- also as a means: to channel
and: harmonize local and regional initiatives. ‘

A second’ trend: is' concerned-with- the devolution of powers
from: central government to intermediate levels of government,
while a third' is. that more funds are made available to
local authorities.

The second trend can: be observed: in the richer countries,
where central. administrations have grown to: a point that
makes: it impossible for them- to' function properly. What is
meant Here is- that somewof.thefcentral‘goVernment“seétoral
agencies have become so far removed from the differentiated
problems: of the various regions that they are no longer
able to respond adequately on the basis of the decision
criteria that were developed. over the period of growing
centralization and increasingly wider—coverage service
delivery: systems, and which had nation-wide validity, In-
adequate response on the part of central government to
demands for specific social and cultural services increases
in a period in which local and intermediate governments
' and groups:experience increasing: frustration based on their

inability to co-determine the economic future ' of their
citY*or’regicn. Forces far beyond their control cause the
. shut~down of mining operationg, steel mills, textile in--
dustries; in manykcasesfthe ecdnomic base of cities orx
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groups‘ of  cities, and those affected are unable to do much
about it. In this climate of frustration the devolution

of powers in the fields of certain social and cultural poli-
cies comes as a partial response to political aspirations
at:lower levels of government, while possibly providing a
certain degree of alleviation of structural employment pro-
blems.: )

*Although the trend towards deconcentration in Latin Ameri-

cca is similarly void- of economic decision making, it is
mainly related to attempts to create better conditions for
economic growth and development. In countries- such as Mexico
and-Colombia (cf. Walton 1977), Venezuela and Brazil (cf.
Hilhorst 1979), the Creation of regional- development bodies
has led. to a crystallization of economic interests in the
private sector. As such, therefore, it functions in effect
as part of the first trend described above.

The third trend is less clear. In Brazil in the late
1960s, the federal government increased the share of local
governments at the expense of the income of the states,
while in Peru local governments also received more resources
as from the mid-1970s. Whether this trend can be found else-
where is not clear. There are indications that the Brazilian
policy generally had a positive effect on local affairs,
but a lack of skilled personnel at the local level left a
considerable amount of money unspent in the first years.

By way of summary we may say that developments in terri-
torial organizations seem to respond to three phenomena:

(a) changing ideas as to the role of the State; (b) changes

in the organization and scale of production and marketing,
especially industry; and (c) changes in transport and communi-
cations technology. Although this third factor is not inde-
pendent of the second, technological changes have certainly
affected the possibilities for change in the role ofllocél
and intermediate authorities. The leading position seems to

- be taken by the other two phenomena, however. As the
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organization and scale of enterprises changed, territorial

‘organizations in their new.understanding of the objectives
of development and: the role of the State, were forces with
which to centralize requlatory functions, to the point of
creating supranational organizations. ft is clear that. a:
choice was involved: rather than:hampering the development
of economic activity with the aim of achieving the highest
possible levels of productivity, it was promotéd. Therefore,
territorial organizations would seem to have put. themselves
in a secondary position: their functions and the level at
which they should be executed become partly dependent upon
developments in what Friedmann has called functional organi-
zations. ' . : ‘

In -terms of Holland's three types of firms, the supra-

" national 1évels,of government are seeking to contfol the
'leadef‘ firms, national governments regulate the 'led'’

. firms, while regional authorities may at best. attempt to
provide policies for 'laggard' firms. Policies for ag£i~
cultural development are formulated decisively at national
or supra-national levels. The increasing importance of the
State in the fields of non-economic (and non-defence)
~policies has-led to the creation of large functional organi-
zations at the national level, decreasing the importance

of intermediate and local government. )

If we look again at developments in functional organi-
zations, we cannot avoid the conclusion that the process of
this development has been faster than that of territorial
organizations, the latter even being responsible for the
continuous provision of incentives to functional develop~
ment, While international regional organizations came into
being slowly, functional organizations spread their interests
around the globe, and efforts to regulate their activities
are frustrated by opposing interests and by é lack -of -de-
cision making structures of a territorial nature at the

Pae
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supra—interhational regional 1evel.l At the same time,
central government undertook more and more functions, while
head officesof firms tend to cluster in the capital. Thus,
a process of continued spatial concentration of power seems
to be taking place. ‘

4. TERRITORY AND FUNCTION; RELEVANT CONCEPTS?

'Ffiedmann defines 'functional integration' as referring to
llnkages among individuals (or groups) who are organized in-
to hierarchical networks on a basis of self-interest'
(Frledmann 1977: 11). Territorial integration 'refers to
those ties of history and collective experience that bind
the ﬁembers of a geographically bounded community to one
another' (1976: 11). In a footnote, Friedmann clarifies that
these concepts do not denote ideal types that are mutually
exclusive, but "'complementary forces that are in contra-
diction to each other, complex social forms arising from
this double interaction'. One could agree with these de-
finitions and even consider them useful, were it not that the
words "functional' and 'territorial' are given a meaning
beyond that which is usual. Thus, Friedmann turns 'functional'
into something 'evil' and not to be pursued by adding:
'"To say that a relationship between two individuals is
kfunctiona; is to imply that one is using the other as an
Anstrument to accomplish a purpose of his own; such relation-
ship is symmetrical only in the limit' (Ibidem: 11). -

In contrast, 'territorial' is 'good': 'a territorial
community is, above all, a community of sentiment, formed
by a deep attachment to its territorial base' (Ibidem: 11).

1. At this level inegualities and disparities exist that
.are sometimes far more pronounced than within countries.

S+ Too much has been said already about the tendency towards
.concentration of decision making power and wealth at this
international level to repeat it here. However, there is
no doubt in my mind that these differences conspire against
the ‘coming into being of the required territorial decision-—
making structures. This is not to say that no other reasons

could be advanced.
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In a footnote again, some clarification is obtained:

A1l -gocialintegration-above thesmall, face=to=face "
group occurs on-the basis.of either territory or. function...
in ter:itoriallyfintegrated societies,. history and:place ‘
are one ... Yet the territory is merely thé ground for man's
history. It is their collective experienée which creates the
essential bond' between them.' ‘ '

‘One WOnders in what sense the word 'community' in -the de-
finition of 'territorial' is used. Apparently not in thé sense
given it by Toennies since Friedmann fejécts it, together
with those in the sense of organic and mechanical solidarity
as developed by Durkheim, as 'earlier concepts'. He clari-
‘fies matférs somewhat by saying that *both types of organi-
zation also appear as political actors in the world: they
are capable of accumulating and using power' (Tbidem: 12).
'The power base of territorial organlzatlcns e is chiefly )
normative or moral (ablllty to call forth "sacrifice" and
ncommitment" ' (Ibidem: 12). It séems to follow that territorial

'infégration takes form‘through the organization of persons
within & given territory, who are 1nterrelated ‘above the
small “Face-to-face group.' The sentlment, then (whlch is
charactériétic of the éommunlty), cannot be based on 1nter—
relations between persons, but on the relationships that the
persons in a territorial 'community' have With'the térritory
in which they live. This type of organization would be
characterized by hierarchical social relations - as are
functional organizations ~ but whereas these are proposed
to be instrumental in the functional case, in territorial
organizationsthéy'would tend to be adscriptive.
Every national economy is, to a degree,both functional and
territorial, but the actions to which these principles of
social cohesion give rise often result in bitter struggle.
In. any event,-the complexity of the response space does not
allow for ideologically 'pure' answers. Territory and function
prevail over territory, or-territory over function. At the
moment, the transnationals appear to be gaining in this

contest for domination, but the arguments favoring the
territorial principle are:-very strong, ‘and territorial
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:systems are, 7in :any-case, -essential to -the survival of .cor-
-porate - (functional) power.: without territory .corporate ;power
could :not :shift -the burden of production :on 'society

(Murray 1975: 63-77; gquoted in Friedmann, Fforthcoming: 15).

Bt8hr :and P&dtTing -express similar concern: when they
say that the objective wof equity :should ‘be 'considered not
,only An terms :of :equal ssecio-economic lLevels ‘but :@lso in
éberms crf requal chances ©of individudls . and .groups for di-—
-yen:s;iﬁy and for sbeing «diFEerent' (1977:34)., :and when they
:ohserve “that +the :past decades have witnessed the execution
of ;poﬂ:)‘:gifes that ‘have disregarded the latter ‘type .0f wobjectives
be "concen’t‘ra'bi:on on 'increasing functional and wspatial dnte-
gratlon of “interacting systems :0of .growingsize cmmplexrty
and lack 'of controlability (Thidem: I5)..

'k’!rhus, ‘we thave @ definition of @ pproblem ‘that :supposedly xre-
sul:ts from a certain :emphasis ‘on the {design :and execution
of _developmeni: _'_pOlJ.:CJ.ES,, as well as the definition of twe
+types ©of organization and xelated -types :0of .power :and inte-
gration.

?Fiméi:’i;y,, 4t wonld :seem necessary to acguire :somewhat
less véulue-ﬁinaﬁed definitions ©f functional .and territorial
:orgahizaﬁj:orrs i#than those ;provided by Friedmann. Tt :seems
vequally mecessary o ibroaden Friedmann's concept :somewhat
1) :as to wendble the dmclusion ©f :phenomena ©f sectoral nature
as tthey :occur in both secialist and capitalist countries; -that
is to say, the Tole played by mational ministries and auto-
:nomo.us' ;agencies, -such .as marketing boards -or :ekectricity
boards.

:Bj( functional -organizations ‘we wunderstand ‘organizations
wi.th limited objectives, whose performance and .continuity is

B 'génerally dependent wupon ‘the degree -of efficiency with ‘which.
'thei:’:scarce means ‘are used, and the -effectiveness they
‘demonstrate in -attaining their limited objectives. These
objectives .generally refer to the production :of a limited
range .of goods and/or services.

By a tefritorial organization we understand an organi-
zai;ion designed for the generation and/or implementation of
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public policies in a given territory, by which the acti-
Tvities of- ‘persons” and/or legal"personalltles of prlvate ‘or
pﬁblic nature in that terrltory may. be affected This. defl—

" nition 1mp11es that the set of objectives of territorial
organlzatlons is in prlncxplecon51deredof a hlgher order
“than those pursued by functlonal organlzatlons, in the sense
that the degree to which the latter objectives should be rea- -
lized and the relative weight that éhould be attached to

them can be derived from the former, '

Both functional and territorial organlzatlons are
hierarchical. The former may even use a terrltorlally—based'
criteribn'for certain aspects of their hierarchy. For in-
stance,ythe sales menaéer for Holland of an international
firm will be the underling of the sales manager for Western
Europe of the same,firm; Similarly, the extension officer in
the distrito of Chocisa in Peru is accounteble to the director
for extension of the Zona Agraria of Lima. But even if large,
private functional organizations do not formally use terri-
torial criteria in demarcating competences among equalé in
their internal hierarchies;“the organization of markets by
wholesalers and retallers will eventually provide them w1th
a territorial complement.

Terrltorlal organlzatlons - local and prov151onal govern-
menﬁ;etc.— normally form an organlc part of an hierarchy
that is topped by central government, If this may formally
not be the case in,federetione or confederations, in the
practice of relationships between states and federations the
latter is generally the more powerful (Cf., Ashford 1979).

Relationships between territorial organizations of dif-
ferent levels have become considerably complicated due to the
changing role of the State and the resultant large-51ze bureau-
cracies characterlstlc of 'big government'. This development
has led to the fuhctioning of central government'as a series
of functional organizations, each of which has to'bekdeelt
with separately by the individual local or intermediate
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authorities. Thus, the lower level territorial'organizationé
may..more and more feel a need to control and regulaté the
activities of public functional organizations that belong.
to a higher level, without having the formal power to do so.

Three issues emerge in this context. First, there is
the problem that functional policies designed by central
.authorities tend to bring about an homogenization ambng
regions which is resented by their populations. Regions, in
turn, lack the power to adapt such policies to their own
objectives.

A second issue is that the continued concentration of
functions- at the national level has contributed to the 'functio-
,nal'behaviour of central government, so that at least for a
number of functions and in a number of countries the quéstion
is raised as to the effectiveness of maintaining the execution
of such functions (social services, culture, etc.) at the
national level.

The third issue is that of power. This issue relates not
only to relationships as among territorial organizations, but
also to those among functional organizations =~ especially
not necessarily only from the private sector - and the various
levels of government. If central governments canhot regulate
the activities of international corporations, even if the
‘latter ‘adhere to the letter of the law, how, then, may lower
level territorial organizations hope to be effective in de~-
termining the economic future of the population in their area
of influence? Some of the related frustrations transpire in
the following observation made by Watson:

There ‘is here a recognition of the need to maintain and
develop the inherited resources - cultural as well as
material (including ecological) - of provincial and rural

- France. This, it is by now clear, the technocratic politics
-of “functional (pseudo-) regionalism cannot cater for. It

-embodies the very pattern of centre-periphery relationships

which regionalism has historically sought to dlsrupt
(Watson 1978: 477).
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Thus, there 15 no doubt that there is considerable value

in Frledmann s observatlon that the operatlon of both functio~
nal and terrltorlal organlzatlons is the cause of conflict

in 5001ety. Equally, there is no doubt in my mlnd that to
focus.on this conflict and to do more research into the
sources of powér of the various organizatiéﬁs would ‘give

us more insight 1nto how reglonal pollc1es should’ be re-i
formulated and made more effectlve, either from the point

of view of the central authorities or from that of the

lower level territorial organlzatlons.

I1f, indeed, territorial organizations pursue the reali-
zation of objectlves that must be considered of a higler
order than those characteristic of functional organizations,
the power of territorial organizatidns should be bolstered.

5. CONCLUSIONS

The study of the conflict between functional and territorial
organizations would seem to be useful from the point of
view of regional development policy making, since it would
increase our understanding of the effectiveness of the
means by which activities of functional organizations may
.be regulated to the benefit of the population in a given
territory.

The problems that have emerged due to the higher: speed
of development in functional organizations than that ob~
served in territorial organizations, seem to point to the
possibility that the present scales of territorial organi-
zations are obsolete. The increased horizontal mobility
within and outside the boundaries of existing territorial
organizations of persons, factors of productién, and cbmmo—

- dities, contributes to this obsolescence. Whereas in the
past and in traditional: socjieties at present, it is p0551ble
to ldentlfy a set of 1nterrelated economlc, social and p011~
tical activities, administered from one centre at the inter-
mediate level, this coincidence of activity spaces is
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of~regxons are~c:acklpg atvthelr seams, and in “a ‘niimber of
‘countries- new regiohs are in formation under ‘the iﬁpaot of
the changes 1ndlcated above. This 1mp11es that ‘Eome reglons
are in ‘the process ‘of. Being ‘Hbsorbed by others.

Whether the lattér ‘phénotenon can Be studied on the basis
of ‘the contradictions betweeh Function End territory, ré-
mains ‘to be eén. Thé intreduction of this contridiction
as a field of &tudy is 1mportant 1n that it focusses
AtEeHtish Upeh ah iMportant - A1 '

(from a thevretical as well &s fioﬁ"é‘ﬁoiiey#makiﬁé boiné of
view). If 1t could ‘also Be used for the study of reglonal dé-
velopment in its entlrety, We §hould be presented With a -

hiew paradlgm In ‘that ¢ase it would enable s £6 introdice

the concept of reglon ana the relatlonsklp between territo-
rial organlzatlons and the organlzatlon of Buan A6tivitiss
in space. #o what extent thls i% poss1ble can not pe
con51dered Within the Scopé of this paper.

: Meanwhlle, one other conclusion S

s to stand out. in

does not s8en to be & desirable situation. -
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