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Introduction 

In this paper I shall propose that it is increasingly insufficient to explain 
the role state interventionism plays in urban and regional development 
in terms of the 'relative autonomy of the State'. Under the conditions of 
the present stag-flationary crisis, it is becoming more and more obvious 
that the State is not merely an instrument of capital or the dominant 
class and that structural conflicts emerge between the State and capital. 
On the other hand, one cannot explain these structural conflicts as conflicts 
emerging out of the problems of distribution (distribution of power or 
scarce resources), but they reflect the increasing contradictions of the repro
duction process under state monopoly capitalism and they foreshadow 
the emergence of a new socio-economic formation under which state inter
ventionism will not be limited to the sphere of distribution. I will suggest 
that one possible solution of the present stag-flationary crisis of Western 
capitalism is a new compromise between capital and State, a new 'New 
Deal', which would allow a significant control of the production process 
by the State. This new compromise might lead to the emergence of a 
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'state mode of production' and the resulting new socio-economic formation 
could be more accurately described as the co-existence of the capitalist 
mode of production with a state mode of production; thus a socio-economic 
formation of late capitalism which is beyond the present state monopoly 
capitalism and its 'Welfare State'. But if such a state mode of production 
is just about to emerge, one can retrospectively re-interpret the sociological 
significance of the institutions of state interventionism of the 'relatively 
autonomous State' in socio-economic formations dominated by the capital
ist mode of production, classical capitalism or state monopoly capitalism. 
One can define the 'relatively autonomous' institutions and actions of state 
interventionism as pre-formations of the state mode of production, and 
I shall try to demonstrate that this new approach might be helpful in 
explaining the diversities of urban and regional conflicts among different 
capitalist societies. Finally, I shall also propose that the emerging new 
socio-economic formation is pregnant of conflicts from the minute of its 
conception. It is likely to produce a new and complex system of class 
conflicts, and while solving some of the contradictions of the present urban 
crisis in the Western world, it is likely to produce urban and regional 
conflicts of a new nature, which will reflect the new class structure of 
the new emerging formation. 

Capitalism, socialism and the State 

The main contribution of Marxist structuralism to the new urban sociology 
has been the discovery that the present crisis of Western cities are reflections 
of the crisis of state monopoly capitalism. Thus, if we want to under..'U.at1.{I 
.t.ru- pl'a~-,r .:J{ oroamzatfon, we liave to start our investigation with the 
analysis of internal contradictions of the capitalist mode of production. 
Castells and Godard, Lojkine, Lamarche and others demonstrated convinc
ingly in French, Canadian and American examples that beyond urban 
and regional processes one can detect class conflicts and, at least 'in the 
last instance', the intervening State will serve the interests of capital, since 
this State is not neutral; it is also not purely a 'bureaucratic agency', 
but it is the 'State of Monopoly Capital'. An orthodox Marxist theory 
of the State, especially as it was reformulated by Poulantzas, was skilfully 
and powerfully applied to the analysis of the Paris agglomeration, Dun
kerque, Montreal, and more recently by Castells to the explanation of 
urban decline in the US. 

Ray Pahl launched attacks against this position on a number of occasions 
during the past five years. First of all he questioned whether the 'mode 
of production' was a useful concept at all to explain the diversities of 
urban structures in the contemporary world. He pointed out that urban 
planners in the Soviet Union and in the West were confronted from time 
to time with strikingly similar tasks and suggested that the distinction 
between socialist and capitalist modes of production might not be that 
helpful after all in understanding the differences and similarities (he usually 
emphasized the similarities) between East European and Western patterns 
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of urban and regional development. Pahl proposed that the 'mode of pro
duction' (capitalist vs. socialist) might be too abstract and too general to 
explain urban processes, and he thought that the 'level of production' 
might be more directly relevant to understanding the peculiarities of urban 
problems. But if this is true, then the Marxist theory of the State is also 
not sufficient to explain the role of state intervention. We need a new 
theory of the State. In his search for this new theory, he relied on the 
neo-Weberian theory of bureaucracy and power. In his most penetrating 
paper on the 'corporate state' he argued that 'corporatism' emerges in 
the UK as the State gains 'control' while ownership remains private. Thus 
the nature of the State is being understood in terms of the power the 
State possesses rather than by the underlying productive system. More 
recently he adopted Runciman's typology of 'industrial societies' based 
on the analysis of 'the distribution of power'. Thus, he reversed the whole 
logic of Marxist sociological analysis which treats the productive system 
as an 'independent variable' and tries to explain the phenomena of distri
bution of material goods and power as reflections of contradictions in the 
sphere of production, and, more specifically, in the relations of production. 
Hill summed up the differences between Pahl's approach and the Marxist 
analysis accurately: 

'... for Pahl the key problem to be investigated is the relationship between 
the expansion of state activity and patterns of social inequality. He, therefore, 
points to the influence of the state on economic differentials among class 
segments in a social formation as evidence for his thesis that the state is 
increasingly determining class relations. The marxian paradigm, on the other 
hand, is a theory of the social relations of production and their impact on 
human development. Patterns of distribution and relative consumption emerge 
from the class relations of production. The impact of state policy on economic 
differentials among classes and class fractions reflects of intra-class competition 
and inter-class struggle.' (Hill 1977: 42). 

One almost could declare the whole debate about the nature of the 
State as closed. The 'neo-Weberians'1 and Marxists are interested in differ
ent questions and the counter-arguments of the neo-W eberians can easily 
be incorporated into modem Marxist theory, which regards the State any
way as the instrument of the 'hegemony' of the dominant class. The concept 
of hegemony does allow a significant degree of autonomy in the sphere 
of distribution to the State. Thus when Pahl states: 'Les questions pratiques 
en ce qui conceme qui recoit quoi, qui determine qui recoit quoi, qu'est
ce qui determine qui recoit quoi, ne sont pas en mesure d'etre repondues 
d'une facon monocausale', he will hardly surprise any Marxist who is 
familiar with the theory of hegemony of Gramsci; and it is unlikely that 
he can convince them that they need a new, or reformulated, theory of 
the State (Pahl 1977: 6). 

On the other hand, some of the questions Pahl raised (and further 
problems which logically would follow from his questions) remained largely 
unanswered by the Marxist urban sociology. I would like to reformulate 
these questions, not in order to reject a Marxist approach to the analysis 
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of the State, but rather to show what tasks a Marxist theory of State is 
confronted with in the analysis of urban conflicts in contemporary state 
socialist societies, and especially under the conditions of the stag-flationary 
crisis of state monopoly capitalism. 

Pahl's Marxist critics always carefully avoid commenting on the nature 
of urbanization under 'capitalist and socialist modes of production'. I agree 
with Pahl that urban problems in contemporary Eastern Europe and in 
the West cannot be explained with the socialist/capitalist mode of pro
duction dichotomy. On the other hand I disagree with his view that the 
differences in urban processes are the results of different 'levels of pro
duction'. I also do not accept that urban and regional structures, thus, 
will become increasingly similar as the East European economies approach 
the Western 'levels of production'. It is clear from all available research 
evidence that urban and regional social conflicts in Eastern Europe are 
significantly different from the urban conflicts the Western world experi
enced two or three decades ago, i.e. while they were at a similar stage 
of economic growth. Any serious East-West comparison would show that 
the difference~ are significant and the similarities superficial. True, the 
urban and regional systems are unequal both in the East in the West, in 
terms of housing allocation, urban segregation, regional differences, etc., 
but what is important is that inequalities in the two different parts of 
the world are of a different nature. They are created by different mecha
nisms. They emerge in different class contexts and they are divergent 
even in ecological-geographical terms. (There are slums, for example, in 
most of the East European cities, but if compared with the West one 
can establish that they are created by different mechanisms. They occur 
in different geographical locations, etc.). How can one explain, then, the 
newly emerging system of urban-regional conflicts and inequalities in con
temporary East European societies, in societies which do not know the 
private ownership of means of production and urban land, which are cen
trally planned and in which the State keeps under control not only the 
sphere of distribution, but also the whole reproduction process, including 
the allocation of surplus among branches of the economy and in space? 
Whose State is this? Can the question of 'relative autonomy' be asked in 
any meaningful way? I suggest that under those circumstances, when the 
State brings the reproduction process under direct control, the notion of 
'relative autonomy' does not apply any more, since 'relative autonomy' 
assumes the existence of a 'civil society' and the relative separation of 
the economic and political system. Thus for socio-economic formations 
like the contemporary East European societies, where the State dominates 
the production process, we need a new Marxist theory of the State. I 
emphasize the word Marxist, since in principle it is possible to develop 
such a theory from the analysis of the social reproduction process, to 
base it on conflicts which are emerging from the relations of production 
and we do not have to escape into the description of the sphere of distri
bution. On the contrary, if we limit our analysis to the question of distri
bution (how to allocate schools, medical services, etc., in space) then we 



The relative autonomy of the State or state mode ofproduction? 569 

shall not be able to understand the qualitative difference between East 
European and Western societies. (Indeed, in this respect planners are con
fronted with technically similar problems, such as norms of adequate ser
vices for 1,000 or 10,000 inhabitants, etc.) To foreshadow my future 
arguments I would suggest that the East European societies can best be 
described as socialist socio-economic formations which are based on cen
trally planned, state redistributive economies, thus dominated by a state 
mode of production, which co-exists with other modes of production (with 
certain embryonic forms of 'self management' in co-operatives and with 
a declining 'capitalist mode of production', as represented by the still
surviving small entrepreneurs, etc.). Such a definition of the East European 
socialist socio-economic formations allows us to look at them as complex 
conflict systems (thus the existence and even emergence of urban-regional 
conflicts and inequalities should not surprise us any more and they should 
not be regarded as indications of the 'hegemony of a state mode of pro
duction'). It is not the State but rather 'society' that might be 'relatively 
autonomous'. 

The purpose of this paper is not to describe urban-regional conflicts 
in East European socialist socio-economic formations (I attempted to do 
this in a number of previous publications). I used the above analysis on 
state socialism more as an heuristic device in order to map the dimensions 
of our task if we attempt to interpret possible qualitative changes in the 
role of the State in contemporary capitalism. And here again I should 
like to refer back to Pahl's theory about the 'corporate State', which did 
not attract sufficient attention from his Marxist critics. While discussing 
the 'coming age of corporatism' in Britain, he described with good insight 
how labourite governments are almost ready to take over tasks that are 
beyond the usual role of the State. Here again, unfortunately, his analysis 
lacks depth in political economy. Let me quote his more recent definition 
of the problems of 'corporatism': 

'The corporatist strategy is to manipulate tax concessions and price controls 
in return for power to control and to channel investment. Private ownership 
remains, although we should remember that perhaps up to three-quarters of 
the equity in British industry is controlled by institutional investors. Over
whelmingly, it is the pension funds, investment trusts and insurance companies 
who are the 'owners' in capitalist societies. It is crucially important to recognize 
that the goals of such investors are different from those of the traditional 
capitalist. The latter would be interested in long-term growth and capital 
appreciation. The former, however, are more interested in high dividends in 
order to pay out the pensions and insurance benefits to their clients. This 
means that more capital must come out of industry to pay the pensions of 
the majority of the population who are, of course, the workers. The inevitable 
emphasis on return on capital rather than capital appreciation is the paradoxi
cal consequence of the decline in private individual ownership ofequity capital. 
The State is bound to grow in importance as a source of capital for long
term growth. This will inevitably add to the power of the State.' (Pahl 1977: 
14-15) 
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I have difficulties in establishing from this quotation what is the qualita
tively new element in the 'corporate State'. Are there structural conflicts 
under these new circumstances between capital and the State? And if 
yes, along what lines? The main deficiency of the above analysis is that 
it does not analytically distinguish between the 'welfare' and 'productive' 
functions of the State, and it does not draw a clear distinction between 
'capital' and the 'State'. But if'corporatism' does not refer (at least mainly) 
to the replacement of individual private ownership with corporate private 
ownership, but basically to an increased responsibility of the 'corporate 
State' in investment decisions ('The corporate strategy is . . . to channel 
investment . . . The State is bound to grow in importance as a source 
of capital for long-term growth'), then following Pahl's analysis we can 
indeed identify a qualitatively new role for the State, and the State which 
plays or intends to play this role cannot be in such harmony with capital 
as one might suggest from the above quotations, since it will strive to 
intrude the capitalist logic of the production process and, in an obviously 
antagonistic way, to overrule the logic of profit-oriented capitalist reproduc
tion. But is it likely that this will happen? Are there signs of a structural 
conflict ( conflicts bearing signs ofan antagonism) between State and capital 
in the present stag-flationary crisis? 

Structural conflicts between State and capital 

I suggest that such a structural conflict between the State and capital 
does emerge, in fact this conflict is one of the most important features 
of the present stag-flationary crisis and it is quite possible that at least 
in certain countries its 'solution' will be provided by a further increase 
of state interventionism. 

One can look upon the present stag-flationary crisis as the crisis of 
the Welfare State of state monopoly capitalism. Following the Great De
pression an increasing sphere ofeconomic activities (more characteristically 
those which are directly related to the reproduction of the labour power, 
the ones which require long-term capital investments like housing, provi
sion of urban infrastructure, education and health) were redefined as 'non
profitable' for private business. Governments had to take responsibility 
for these tasks and they did so, if in exchange capital accepted the system 
of progressive taxation. Over the last three decades this 'non-profitable' 
sphere has continuously increased, which was partially the cause, partially 
the reason, for the permanent increase of state budgets. I would suggest 
that the contradiction between the ever-increasing 'socialized', government
financed, non-profitable 'welfare' sector and the continuously shrinking 
privately profitable 'productive' sector, is the major conflict behind the 
present stag-flationary crisis and it is the link between the present urban 
crisis and the general crisis of state monopoly capitalism. The post-Great 
Depression era is a classical illustration of the relative autonomy of the 
State: the State intervenes in order to guarantee the capitalist nature of 
the reproduction process; without state intervention the capitalist reproduc-
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tion would not be possible at all. During recent decades, on the other 
hand, state intervention, quantitatively, has gradually increased and has 
probably reached the point when the accumulated contradictions might 
explode and produce a qualitatively different structure. I should like to 
illustrate this process and the emerging structural conflict between capital 
and the State in a case study, with the example of Whyalla, where I am 
conducting a community study at present. (Whyalla is in South Australia, 
380 km from Adelaide). 

Whyalla2 is probably the largest one-company town in the world, a 
city with 34,000 inhabitants which relies almost exclusively for employment 
on the biggest Australian monopoly company, the BHP. Whyalla, on the 
other hand, is also the town that has attracted more public capital invest
ment per capita than any other city in Australia. The state of South Austra
lia accepted an extraordinary role in financing the development of the 
city. 

Prior to the Second World War Whyalla was a small outpost without 
any economic or other significance. As the war broke out, the state govern
ment and BHP agreed that the company would establish a shipyard in 
the town with government assistance. The state government, in fact, at
tempted to attract BHP earlier to the town, but at that stage these plans 
were defeated, partially due to the resistance of British shipbuilding inter
ests, who did not want Australian competition on the market, partially 
because BHP was also not particularly keen to invest in shipbuilding. 
But the war gave new stimuli, Britain changed her mind and the state 
government offered such assistance to BHP that the company could hardly 
afford to tum it down. From the very beginning the state took the lion's 
share in covering the expenses of the whole operation. Such a state involve
ment was not only part of the war-effort, but an integral part of the 
official policy of the liberal government under the premiership of Playford. 
Playford was personally committed to the project of the industrialization 
of South Australia, and although a conservative in politics at large, he 
took a very social-democratic stand in terms of economic policy. He was 
prepared to commit large government expenditures in order to attract 
private business to the state. The South Australian Housing Trust (SAHT) 
was also created as one of the major instruments of the government for 
achieving the goal of rapid industrialization. When, not long after the 
establishment of SAHT, its general manager A. Ramsey summed up the 
tasks of the organization, he explicitly stated that the purpose of public 
housing in this state was to attract private business by guaranteeing cheap 
labour for industrial development. Whyalla was from the very beginning, 
and remained until the end of the 1960s, a classical example of such a 
'harmonious' co-operation between State and monopoly capital. The state 
government deepened the harbour, provided sweet water, built most of 
the housing, and the government financed the development of the collective 
infrastructure (such as building schools, a large hospital and other fairly 
decent community facilities). The government also assisted the passage 
of migrants who were recruited by BHP abroad, especially in Britain. 
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The whole venture was so successful that during the 1960s BHP established 
a steelworks in the town which grew rapidly and quickly surpassed the 
shipyard in importance. To indicate the importance of the state's involve
ment in the whole operation, it is probably sufficient to mention that 
SAHT built about 70 per cent of the housing (about 7,000 houses), and 
about half of the workforce employed in the shipyard came from the 
United Kingdom, with paid passages. 

It would be very difficult to estimate the investment the state and federal 
governments and BHP made in the town, but probably we do not exagger
ate when we suggest that the main investor was the state government 
(the capital invested only in housing should be near $200 million in current 
prices and this is only a portion of the total commitment of the state 
government in the city). BHP on the other hand was fortunate enough 
to need to invest only in productive activities and did not have to bear 
the costs of the development of the 'nonproductive' infrastructure, or in 
other words the costs of the reproduction of the labour-power employed 
by the BHP factories. This is true to the extent that BHP did not have 
to pay rates for the industrial sites upon which the shipyard and the 
steelworks were built, and the company provided only about 1-2 per cent 
of the local government budget (which in the Australian urban management 
system is insignificant anyway, since local governments are not responsible 
for any significant infrastructural development). It is another question of 
how significant BHP's contribution is in the forms of different taxes to 
the revenues of the federal and state government, but we can solidly estab
lish that BHP is not bound economically in any way to Whyalla. 

This obviously becomes a problem with the world-wide decline in ship
building industry which followed the oil crisis. The decline in demand 
for new ships especially hit those countries where production costs were 
higher, and Australia, due to relatively high real-wage levels, was among 
these. It is not sufficient to explain the decline of the Whyalla shipbuilding 
industry exclusively in terms of high wage levels - and even less to do 
so in terms of 'industrial unrest'. (In fact, industrial disputes did not play 
a very significant role in the Whyalla shipyard, contrary to quite common 
belief spread by the mass media and shared by many, even locally). Two 
other factors have to be taken into consideration: the extremely cautious 
policy of BHP towards investment in shipbuilding in Whyalla for at least 
ten years and the reluctance of the federal government to subsidize the 
shipbuilding industry in Australia. 

It is again almost impossible to get reliable figures on BHP's investment 
policy, but there are at least some grounds for believing that the Whyalla 
shipyard is quite under-capitalized at present. In a small pilot-study, carried 
out by the Sociology Discipline at Flinders University in 1977 among 
shipyard workers in Whyalla, we found that shipyard workers thought 
that the shipyard, if kept in operation, would urgently require the updating 
of facilities, and there is no indication of any major investment on behalf 
of BHP in shipbuilding during recent years. It is also important to remem
ber that about half of the ships built in Whyalla were never sold. BHP 
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used this yard to build up its own fleet, basically to build ships that carried 
iron ore from Whyalla to Newcastle and coal from Newcastle to Whyalla. 
It would certainly be interesting to have access to BHP archives and to 
establish if BHP ever had a serious interest in shipbuilding or whether 
from an early stage it regarded the whole operation as a minor and basically 
'domestic' affair of the company and in fact was planning the coming 
closure of this production profile. 

My present task is not to find the scapegoat for the present crisis of 
Whyalla; thus with the above comments I do not intend to 'blame' BHP 
in any way. BHP is a private company and its main purpose is to maximize 
profit. Looking at BHP's policies concerning Whyalla and shipbuilding 
from the stockholder's point of view, one might even praise them and 
suggest that the general management of the company planned this operation 
wisely, having the interests of its shareholders in its mind all the time. 
From BHP and its shareholders' standpoint, the story of the Whyalla 
shipyard can be interpreted as an extremely successful example of long
term planning. BHP is not a philanthropic institution, but a business ven
ture. It has to invest capital where the expected profit is the highest, 
and if management could foresee ten years ago that shipbuilding in the 
long run would not be profitable, management should not be blamed, 
but on the contrary it should be praised for its caution in investing in 
the Whyalla yard. If the gradual, cautious withdrawal was planned by 
management, then certainly events of the last two or three years have 
proved their business competence. Profits in shipbuilding in Australia have 
continued to fall, and at one point the federal government decided to 
cut further subsidies back - even if it led to the closure of shipbuilding 
in Australia. 

Trade unions and the state government have fought a losing battle since 
mid-1976 to save the Whyalla shipyard. In mid-1976 the IAC3 prepared 
a report to the federal government and recommended the abandonment 
of shipbuilding, since the committee found that there was no reasonable 
chance to make Australian shipbuilding competitive on the world market, 
and continuing activity in this area would require further increases in 
federal subsidies. Trade-union and state government experts tried to chal
lenge the IAC report, basically arguing that shipbuilding was not suffi
ciently subsidized in Australia. Shipbuilding elsewhere in the world, even 
in Japan, receives more state subsidy, and this is the main reason why, 
for example, Japanese shipbuilding remains competitive. A complex conflict 
system developed in Whyalla, the BHP and the federal government on 
one side, the trade unions and the state government on the other side. 
To put it crudely, BHP and the federal government had no interest whatso
ever in shipbuilding in Whyalla unless it could become profitable again 
in the foreseeable future. Trade unions and the state government basically 
wanted to keep the shipyard open at any price, but unfortunately it was 
only the federal government which could 'pay this price' and, as indicated 
above, it did not have any major interest in doing so. Thus, if one takes 
into account the sociological factors, one can establish the fact that by 
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1976 the Whyalla shipyard did not have the slightest chance of survival. 
I would just like to add that a comparison with the Newcastle shipyard 
would be interesting, since it is state-owned and the sociological forces 
at work are quite different, and shipbuilding might have more of a chance 
of survival in Newcastle than in Whyalla. 

The closure of the Whyalla shipyard was a major threat both to the 
state government and the trade unions. The state government, as indicated 
above, had a major investment interest in the city. It was keen to avoid 
a significant drop in the population which would have meant a large number 
of Housing Trust homes being left vacant, under-utilization of community 
facilities (schools, etc.) and increased welfare problems arising from large
scale, long-term unemployment. Trade unions or 'labour' also had a strong 
vested interest in avoiding the closure, for two reasons: unemployment 
arising from the closure would affect people who were highly qualified, but 
whose skills were not easily transferable (such as shipwrights, etc.); so even 
if they could find jobs in the steelworks or in other industries outside 
Whyalla, they would have to take significantly lower wages and to accept 
less-qualified positions. Furthermore, as mentioned above, about half of 
the shipbuilders were migrants from Britain, most of them not only dedi
cated to shipbuilding (their main motive in migrating to Australia was 
to be able to continue in their profession), but they also did not have 
much experience of Australia beyond Whyalla and for them to leave the 
town would have had much more traumatic effects than for the Australian 
born. Not surprisingly, the submission prepared by the State to the federal 
government concerning the expected consequences of the shipyard closure 
painted a gloomy picture, suggesting that about 3,000 jobs would be lost 
and a dramatic decline of the population had to be expected. But even 
this dramatized - and as it turned out later, exaggerated - report could 
not change the course of events and the closure of the shipyard went 
gradually and quite smoothly ahead. During 1977 employment in the ship
yard continuously declined, but until mid-1977 BHP were able to decrease 
employment by 'natural wastage' only, simply not replacing those who 
left voluntarily. They only had to make workers redundant after mid-
1977. At present it looks as though the shipyard will be completely closed 
down by July 1978. It is still early to predict what kind of impact the 
closure will have on the town and on its working class. (I am carrying 
out a survey to estimate this.) It is, on the other hand, quite likely that 
the closure will have serious effects: the unemployment rate has already 
reached 20 per cent and might stabilize around 15 per cent in the long 
run, and some drop in the population, around 10 per cent, can also be 
expected. 

The Whyalla story began as a fairy-tale about the 'relative autonomous' 
State which subsidized private business, but finally ended up with a struc
tural conflict between the State and monopoly capital. The State and BHP 
clearly had different kinds of commitments to the town. Capital will move 
out when profitability falls as measured against investments in the narrowly 
defined productive sector. Capital is moving out of Whyalla shipbuilding 
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with costs recovered and with substantial gains made over the last decades: 
BHP did a good job from the point of view of its stockholders. The State, 
on the other hand, is stuck with investments it can no longer utilize. 
The central core of this structural conflict is between state responsibility 
for infrastructural development and, generally speaking, for the reproduc
tion of labour power and the interest of capital to make profit only in 
the relationship of investments in the productive sphere. In other words, 
'benefits' from the whole operation are not measured against the total 
costs, but only against a fraction of the costs. 

To put it very pragmatically one could suggest that the state government 
'made a mistake' when it did not work out a 'contract' with BHP and 
did not oblige the company to take into consideration the state investments 
as well in its policy towards shipbuilding and the town. But the only 
way that this could have worked effectively would have been if the State 
had had control over investment decisions; the State would have had a 
say as to what a private company did with its profit; the State would 
have had the right to overrule the immediate profit considerations ofprivate 
capital. It might not have seemed unreasonable that, for example, in the 
case of Whyalla, the State could have obliged BHP to keep investing in 
the shipyard many years ago (when investment elsewhere in other branches 
of industry, for example, in mining in Papua New Guinea or in Western 
Australia, seemed to be a safer and better proposition for the company) 
simply on the grounds that the employment level had to be maintained 
in the long run in the city in order to guarantee the return of capital 
investment by the State in the infrastructural development. But such powers 
certainly would be beyond the rights of the Welfare State. They would 
assume that the State is active not only in the sphere of distribution but 
intervenes directly into the production process and more specifically into 
the process of shaping the speed and proportions of the extended reproduc
tion. Such an economic system would be beyond the Welfare State of 
state monopoly capitalism and probably could be described as the co
existence of a capitalist and a state mode of production. 

Welfare State and state mode of production 

I suggest that from the case of Whyalla, one might attempt to work out 
a model that explains some of the mechanisms behind urban decline, and 
beyond that those structural contradictions of state monopoly capitalism 
that brought about and maintain with such persistency the present stag
flationary crisis. On the following pages I shall attempt to sketch out 
such a model and to interpret sociologically the changing nature of state 
interventionism under different stages of the development of the capitalist 
mode of production. 

'State interventionism' is a rather vague and analytically not very useful 
concept. Since the emergence of 'civil society' (the existence of civil society 
is the analytical precondition for conceptualizing the 'State' as a separate 
identity from 'society' or 'economy') the State always 'intervened' in one 
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way or another. Therefore the theoretically relevant question is to attempt 
to develop a typology of the qualitatively different involvement of the 
State in the economy. For the purposes of present analysis I suggest that 
we can differentiate between the 'liberal period of state interventionism', 
the 'labourite period of state interventionism' and a 'eurocommunist period 
of state interventionism'; the last of these will basically represent a socio
economic formation that is still dominated by the capitalist mode of pro
duction (already in decline) at the same time as a new, state mode of pro
duction is emerging. The main purpose of the following analysis is to 
distinguish analytically between the 'classical social-democratic' and euro
communist strategies of state interventionism; thus the 'liberal period' will 
be described only very superficially. The analysis will also remain fairly 
abstract and theoretical and in this paper I shall not be able to do much 
more than merely indicate summarily why the understanding of the nature 
of the state mode of production is relevant to contemporary urban research. 

With a gross over-simplification one can call the era preceding the Great 
Depression the 'liberal period of state interventionism'. In this period the 
State played a strictly regulatory role, ideally only an insignificant propor
tion of the GNP was concentrated in state budgets and budgetary interven
tion of the State was limited. The State played the role of the 'referee' 
in the free game of laissez-faire capitalism, thus setting the rules of the 
game with legislation, export and import duties, but basically leaving both 
production and distribution on their own, in self-regulating mechanisms. 
(This descripion - as suggested - is extremely simplified. There are enor
mous differences between different countries, let us say England and West 
Germany, the United States and Australia, and there are important changes 
occurring over time in any given country.) 

The Great Depression indicated a qualitative change in the nature of 
state interventionism and after the Depression, or even more clearly follow
ing the Second World War, the States in most if not all Western capitalist 
societies began to play a role that the revisionist social-democratic parties 
of the Second International formulated for the first time around the tum 
of the century - this is why I would call this era the social-democratic 
or labourite period of state interventionism. The first historical act of 
this new era was the New Deal. One can interpret the New Deal as a 
compromise between national capital and the nation state in which the 
capital granted the rights of progressive taxation to the nation state. During 
the decade which followed the New Deal, the nation state redistributed 
an ever-increasing proportion of real incomes through the federal budget 
and this redistribution of real income was legitimated with values of social 
policy, with the values of 'social justice' and 'equality'. These ideologies 
were directly borrowed from the tum-of-the-century, revisionist social
democratic parties. Ideologues, like Bernstein, believed that a more just 
distribution of incomes was in fact possible without the abolishment of 
the institution of private ownership, if social-democratic parties gained 
political power via parliamentary democracy. At the tum of the century 
this proposition was regarded as a reactionary utopia by those who were 
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on the left of revisionist social democracy, and certainly representatives 
of the interests of capital were less than ready to believe that capital could 
ever accept a significant redistribution of income without undermining 
the very foundations of the capitalist 'free enterprise'. People who would 
predict at the turn of the century that tax rates on high incomes might 
reach 60, 70 or 80 per cent would have been referred to the care of psychia
trists. Curiously enough these 'utopian dreams' became reality practically 
everywhere in the Western capitalist world following the Second World 
War. 

It should be noted that this basically social-democratic programme in 
many countries was not introduced by social-democratic parties: in the 
United States, due to the weakness of even the revisionist socialist move
ment, the Democratic Party made this New Deal with capital; in West 
Germany, the Christian Democrats laid the foundations of the 'Welfare 
State' after the Second world War, keeping the Social Democratic Party 
in opposition; and the story is very similar in Australia where the Liberal 
Party - despite its ideological commitment to laissez-faire capitalism -
gradually built up the new institutions of state interventionism. On the 
other hand it is still true that the classical model of the Welfare State of 
state monopoly capitalism is the Swedish model, based explicitly on the 
tum-of-the-century revisionist ideologies. It might also be worth noting 
that in countries where conservatives - against their own ideologies, but 
forced by the requirements of the 'times' - moved towards the 'big States 
with large budgets' as a consequence of their ideological commitments, 
they usually lagged behind the times; thus if they were politically defeated 
by their social-democratic opposition the incoming labourite governments 
always had a lot to catch up with in order to move towards the 'Swedish 
model' (an explicit goal of both the incoming Labour governments in 
the early 1970s in New Zealand and Australia). Furthermore, as the state 
institutions of redistribution of real income strengthened, it became evident 
that increased state budgets were necessary to guarantee the capitalist 
reproduction process, but the ideological justification of labourite state 
interventionism became more and more dubious. It turned out that the 
social-democratic Welfare State was not all that efficient in its 'wars against 
poverty' and welfare interventionism also did not seem to lead to a more 
equal society. During the late 1960s poverty was rediscovered even in 
Sweden, and Swedish sociologists proved that the range of social inequali
ties had remained practically the same since the Second World War. The 
same applied to Australia. Henderson demonstrated that after decades 
of the Welfare State, about 10 per cent of the Australian population still 
lived below the 'poverty line'. It was documented by Encel and by others 
that the share of labour and capital from the national income was not 
altered in the interest of labour in any way. This had significant political 
implications: social democratic parties in power could not be regarded 
any more as 'workers' parties' properly speaking; they were rather parties 
of 'state interventionism', and as their political base they had to rely more 
and more on those who had an immediate vested interest in social-demo-
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cratic state interventionism. The new 'constituency' of these parties increas
ingly became the rapidly expanding state bureaucracy and all those who 
make their living out of state budgets (including academics, etc.). This 
'new constituency' was increasingly the 'new petty bourgeoisie', to use 
Poulantzas's terminology. 

I suggest that under labourite state interventionism it would be highly 
inaccurate to speak of a 'state mode of production'. State intervention in 
its logic is limited to the sphere of distribution. The State redistributes 
real income which is generated on a price regulating market (this market 
is certainly not 'free' in the traditional sense, but still it sets the prices 
in principle, thus if the price of labour-power is systematically pushed 
above its 'value' the economy will respond with a decreasing demand 
for labour and with increasing unemployment). The Welfare State does 
perform in a certain sense 'productive functions' as well, but a more detailed 
analysis can show that in its productive activity the State does not overrule 
in any sense the logic of the capitalist reproduction process. The productive 
functions the Welfare State is allowed to perform are activities that do 
not produce profit any more under the economic growth strategies of 
state monopoly capitalism. The classical example is public housing. The 
State takes responsibility for the provision of a certain kind of housing 
because it cannot be provided profitably by private business. Public housing 
is more a way to reallocate means rather than a 'productive activity' as 
it is defined by a capitalist mode of production. It is also symptomatic 
that quite often the actual construction tasks are 'reprivatized', i.e. commis
sioned to private constructors. These private developers can make a profit 
out of the construction of cheap housing because it is subsidized by the 
State. The same applies to those instances when the State takes over certain 
branches of production, properly speaking, like coalmining in Britain. As 
a rule nationalization will occur only when the nationalized industry is 
not profitable for private business. It is also important to note that in 
nationalized factories the State will follow the logic of capitalist reproduc
tion in shaping wage scales, in working out investment policies. It will 
fit into the capitalist environment, thus even nationalized companies can 
hardly be interpreted as the institutions of a new mode of production. 
The notion of the mode of production refers to the logic of the reproduction 
process, and the Welfare State in its productive operations will obey the 
'iron laws of profit'. This also means that nationalized companies, when 
they become profitable again, are quite often re-privatized, and as a rule 
the State usually does not enter areas where it will compete with private 
business. I find it quite paradigmatic that, for example, when the South 
Australian State Government considered creating jobs with state invest
ments in Whyalla to ease unemployment there, the most serious proposition 
government advisers could come up with was to establish a state clothing 
factory which would produce police uniforms and similar products. Thus 
it would not present competition to private business. 

The main proposition of this paper is that the present stag-flationary 
crisis of state monopoly capitalism is tne crisis of the above-outlined 
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Labourite state interventionism. Labourite state interventionism was based 
on the continuous increase of state expenditures; the increase of budgetary 
intervention created the need for further intervention with a further in
crease in expenditure. (Public housing in Britain is a good example: as 
the public-housing sector increased it undermined the rate revenues of 
local governments and from then on the State had increasingly to subsidize 
local government budgets as well.) The main mechanism that has guaran
teed the steady increase of state expenditure has been the Keynesian infla
tionary policy (here I rely heavily on O'Connor's analysis on the fiscal 
crisis of the State) which at the early stages of the inflationary economy 
served both the interests of capital, oriented towards mass consumption 
economy and interested in 'hot' money and a high level of consumer 
expenditure, and certainly the interest of the State, which under the circum
stances of progressive taxation could only gain in absolute terms from 
inflation. For a while this inflationary economy could accommodate the 
interests of organized labour as well, which through collective bargaining 
could maintain real-wage levels above inflation rates, and worked only 
against the politically least-organized sections of the society, against small 
business, pensioners, etc. (see the problems of de-valorization of small 
capital). As on the other hand, it is known by now that the vicious circle 
of ever-increasing state expenditure and inflation at a later stage works 

. against the interest of labour and even against the interests of capital. 
With the 1970s the counter-offensive of capital began against the 'hig 
State', and this counter-offensive found its ideologues in economists like 
Friedman. This counter-offensive proved to be highly successful, the inter
ventionist social democrats could not rely politically on the forces of labour 
either, and the 'new petty bourgeoisie' was not powerful enough to keep 
them in power. A significant proportion of the working class was ready 
to cast their votes for conservatives who promised to cut state expenditure 
and to bring inflation down, therefore social democrats had to change 
platforms and behave like conservatives (this has happened in the United 
Kingdom and in West Germany at the top of the social democratic political 
movement), or they were disastrously defeated as in Australia and in New 
Zealand. (The ALP 'learned its lesson' and 'opened up to the right' at 
its Perth convention in 1977, but this was not only too late - why should 
the Australian vote into power a conservative social democratic party, 
when they have in power a genuinely conservative force? - but if the 
following analysis is correct it was also a strategic mistake.) The Friedman
ite ideologies about the 'small State' and propositions to cut state expendi
ture drastically, were, on the other hand, probably only romantic illusions. 
The huge apparatus of state interventionism had been already created. 
These institutions are also necessary for the whole reproduction process 
and more specifically to the reproduction of labour-power in modern capi
talism. If the fiscal bases of these institutions are undermined, the whole 
reproduction process is threatened. Conservatives moving into government 
find themselves in an impossible situation and they are unable to keep 
the promises they made during the election campaign. Relatively small 



580 Urbanization and urban planning in capitalist society 

cut-backs in government expenditures have spectacular and dramatic effects, 
and this can be most clearly demonstrated in the current processes of 
urban decline. Certainly urban redevelopment plans and regional decentral
ization programmes are the most obvious targets of budgetary cut-backs. 
But they lead at once to the most dramatic urban crises of the modern 
age, as in the case of New York City. It seems reasonable to assume 
that there is no way back from labourite interventionism into liberal inter
ventionism. 

This might be the reason why in countries that are the most seriously 
affected by the stag-flationary crisis such as Italy, eurocommunist parties 
came so close to power. It is not very easy to reconstruct what is precisely 
the economic strategy of the eurocommunist parties ( one even might argue 
that they probably have none, they have only worked out a political strategy 
of how to get into power). It is still justified to argue that the eurocommu
nists attempted to go beyond the usual social-democratic strategy - politi
cally and, even more so, economically. The eurocommunists claim new 
economic functions for the State by maintaining the co-existence with 
private capital. They are not prepared any more to limit the power of 
the State to the redistribution of real income, which is generated and 
defined on a price-regulating market, but they want to intervene directly 
into the production process. (Remember: the social-democratic Welfare 
State had powers to redistribute real income, but in exchange it left the 
production process alone. It did not alter the capitalist nature of reproduc
tion.) The eurocommunist - usually without large-scale nationalization -
would like to bring under state control the a/location of surplus. It is 
more than likely that a eurocommunist government in power would estab
lish a central state-planning bureaucracy which will claim powers to decide 
about productive investments, about the movements of capital among dif
ferent branches of the economy, among different regions and among coun
tries, systematically overruling the logic of the maximization of profit in 
the name of 'long-term' and 'societal' interests. To put it very theoretically: 
the eurocommunist would like to extend state power beyond the redistribu
tion of real income towards the redistribution of surplus which can be 
used for the purposes of extended reproduction. But if such a programme 
becomes operative then the Wes tern world will move towards a new socio
economic formation which cannot be described any more as state monopoly 
capitalism which allows only a 'relative autonomy' to the State, but it 
will become a social formation where the State has real autonomy, repre
sents a new logic in issues related to extended reproduction which will 
compete with the 'iron law of profit maximization' of the capitalist mode 
of production. 

I found Carrillo's proposition in his recent book, Eurocommunism and 
the State, quite accurate and stimulating. Carrillo suggests that the differ
ence between traditional social-democratic and eurocommunist power will 
be in the nature of the State. According to him, the social democrats 
only 'administered the state of the capital', but the eurocommunists intend 
to change the nature of the State. As he puts it: under eurocommunism 
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the State will represent the 'hegemony of the forces of labour and culture'. 
This is certainly the most apologetical formulation - but what else can 
one expect from the founding father of eurocommunism? But if, beyond 
the rather poetic concept of the 'forces of culture', with a bit more rigid 
sociological analysis, we identify the 'technocratically well trained', 'politi
cally aware', 'teleological or evangelistical' planning bureaucracy, then 
one could suggest that Carrillo's definition of the essence of eurocommu
nism is not that far from my own analysis of the new state mode of pro
duction. From the point of view of political sociology, Carrillo's position 
again makes a good deal of sense: the eurocommunists can move into 
the positions of governmental power only if they are able to maintain 
their working-class votes. They have to build their political strategy on 
the coalition of interests of the 'forces of labour and culture' (and on a 
somewhat benevolent neutrality of the forces of capital, which they intend 
to guarantee by not pushing large-scale programmes of nationalization). 

It is certainly highly questionable whether the 'forces of capital' are 
ready to accept this benevolently 'neutral' role. Is capital ready to make 
a new New Deal with the State? And, if yes, which will be the political 
force capital will find more reliable and trustworthy? It looks as if in 
Italy even multinational capital is considering reaching such a new compro
mise with the Italian Communist Party (ICP). In other countries with 
strong social-democratic movements and weak communist parties (espe
cially where these CPs were too much compromised in the past by their 
unconditional obedience to Moscow) one could expect the social democrats 
to move to the left and introduce basically eurocommunist programmes. 
In fact in countries like Britain, West Germany or Australia, it is already 
quite difficult to distinguish between a eurocommunist platform and the 
platform of the left-wing social democrats (who by the way prefer to 
call themselves 'democratic socialists'). I do not want to suggest with 
these qualifications that there is no difference between traditional Second 
International social democracy and eurocommunism. The main thrust of 
my previous argument was that eurocommunism, by foreshadowing the 
emergence of a state mode of production, indicates a qualitatively new 
stage in the development of Western capitalism. Therefore it is qualitatively 
different from traditional social democracy, but under given social and 
historical circumstances it is quite possible that this qualitatively new politi
cal and economic strategy will be carried out by social democratic parties, 
but they have to undergo a significant change in order to qualify for 
this 'new job'. Therefore, I do not think the critics of the eurocommunists 
from the Left are correct when they accuse them of being the same as 
the 'revisionist social democrats' were. On the other hand I think right
wing critics of eurocommunism - or for that matter of left-wing labourites 
- are equally wrong when they pretend that eurocommunism or left-wing 
social democracy is simply the Trojan horse that will smuggle the Moscow 
line, East-European style, totalitarian state socialism, into the West. If a 
state mode of production does emerge in the West co-existing with the 
capitalist mode of production maintaining the political and cultural institu-
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tions of the 'civil society', then this new social formation will be as different 
from East European state socialism as it will be from state monopoly 
capitalism. I also would be quite hesitant to make any ideological statement 
about the nature of this newly emerging social formation (if we are talking 
about the same thing, Pahl calls it ironically 'fascism with a human face'); 
it is certainly a newer, but probably slightly more complex class society 
than classical capitalism. It certainly does not promise us the radical eman
cipation of the working class and it is pregnant from the time of its concep
tion with antagonisms. Or in other words: I am far from suggesting that 
the state mode of production should come; the main thrust of my analysis 
is that from the understanding of the nature of the present stag-flationary 
crisis one can predict that it is more likely that the extent of state interven
tionism will increase, rather than decrease. Therefore, the State might 
move beyond a simple 'relatively autonomous' role and around the already 
existing institutions of state redistribution, a new state mode of production 
might emerge which will represent a new challenge both to the forces of 
capital and labour. 

Ecological problems (the need for more decentralized energy and pro
duction systems), syndicalist movements (a move towards co-operatives, 
workers' control, etc.) or the overwhelming power of multinational capital 
certainly can set completely different patterns for the future, but at least 
in the light of the present urban crisis a state mode of production seems 
to be a possible (and quite near) future. From Whyalla to New York 
City (if I may use this quite incredible extrapolation) it seems to be clear 
that states simply cannot afford to keep financing urban infrastructure 
unless they gain some control over the process of how jobs are created 
and abolished, how productive investments flow in and out of cities and 
regions - unless they can move towards a 'new accounting system' in 
which 'economic efficiency' or 'profitability' is calculated not only in the 
relationship of private investments in the narrowly defined 'productive 
sphere', but in a relationship to the total investment, private and public, 
which is necessary to the total reproduction process. 

A retrospective view: the role of the State in urban and regional 
development in capitalist societies 

This paper was not intended to be an exercise in futurology. The main 
purpose of extrapolating present trends into the future is to gain a better 
understanding of present and past processes. If we have a vision of the 
possible future we might be moving towards, we can probably re-interpret 
the sociological significance of some phenomena of the present or even 
those of the past. 

If we have, for example, a good understanding of the nature of the 
capitalist mode of production, we can quite meaningfully reinterpret some 
of the processes of European feudalism as pre-formations of capitalist 
institutions, as forces leading towards capitalism. (If I am not wrong, 
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this is what Weber meant when he proposed that we have to search for 
the 'cultural meaning' of phenomena under investigation, and that the 
same phenomena can have different 'cultural meanings' depending on the 
point of view we adopt in approaching its analysis.) This means that we 
can explain aspects of society under feudalism that we could not understand 
from the analysis of feudalism alone. 

One main analytical weakness of the 'relative autonomy' thesis is that 
it is not very helpful in explaining the areas where the State is 'relatively 
autonomous'. I find it a distressing intellectual perspective if I have to 
keep repeating that since the State under capitalism is a capitalist State, 
it will always serve the interests of capital, and, with an elegant gesture, 
I just throw all that I cannot explain this way into the garbage can of 
'relative autonomy'. (Proposing the empirical content of 'relative auton
omy' to be that the ruling class is in itself divided, and that, therefore, 
the State will always represent the interest of sections of the ruling class, 
is intellectually certainly not more stimulating, and is empirically unworka
ble.) If the notion of 'relative autonomy' has any meaning at all, it has 
to suggest that certain actions of the State cannot be explained in terms 
of class antagonisms, that the State represents its own interests; but then, 
certainly, we have to ask the unpleasant question as to what kinds of 
interests these are. If my proposition about the 'coming age' of the state 
mode of production is correct, then we have suddenly gained analytical 
tools to explain what is relatively autonomous, namely as preformations 
of a future state mode of production, elements, forces, leading towards a 
state mode of production. 

Let me illustrate this point first with a general example, before I try 
to indicate the strength of this kind of argumentation for a comparative 
analysis of urbanization. I find Poulantzas's suggestion that is is more 
meaningful to define white-collar workers as 'a new petty bourgeoisie' 
(or in other words, a new middle class) rather than a 'new working class', 
quite imaginative and intriguing. It also makes a lot of sense to propose 
that the existence of a middle class always indicates that in the social 
formations we do study, more than one mode of production exists; and 
the 'middle class', or 'in-between class', or 'middle strata' are products 
of the 'other', namely the non-dominating, mode of production. This is 
certainly a handy way to explain the nature of the 'old petty bourgeoisie', 
the self-employed or especially the peasantry which can be looked upon 
as the remains of a declining, pre-capitalist mode of production which 
will be gradually destroyed as capitalism gains ground. But what about 
the 'new petty bourgeoisie'? And here certainly Poulantzas does not provide 
an answer. We just do not know what is the 'new mode of production' 
that gives birth to this new middle class. Again, if my forecast about 
the emergence of a state mode of production is correct, one can define 
this 'new middle class' - and its hard core is without doubt the state 
bureaucracy - as the representative of the new mode of production, and 
quite possibly as a class that aspires to become a new dominant class, 
or at least in the short run to share the dominant class position with 
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the 'old dominant class'. In the light of this analysis, it is not surprising 
at all that Poulantzas conducts his debate with the ideologues of the French 
CP which was just turning eurocommunist at the time Poulantzas emerged 
as a theorist. If the French CP as a eurocommunist party represent basically 
the interests of the new state mode of production, certainly their ideologues 
will have to emphasize the coalition of interests of the new upcoming 
class with the working class. They have to suggest - to use again Carrillo's 
formulation - that they strive for the hegemony of 'the forces of labour 
and culture'. By extrapolating the present trends retrospectively we can 
reinterpret the nature of contemporary social structure and we can gain 
a better understanding of the underlying ideological assumptions beyond 
different sociological theories of class structure. 

Such a methodology might be helpful to explain the diversities of urban 
and regional structures among different capitalist countries. When Pahl 
rejects the concept of 'capitalist mode of production' as a useful tool to 
explain urban structures, he quite convincingly points out that there is a 
wide variety of urban and regional structures and patterns of urbanization 
among countries that are capitalist. Both Hill and Lojkine give the answer 
one can expect from a Marxist structuralist, well armed with Althusserian 
theories; Pahl confuses the concept of the mode of production with the 
concept ofsocial formations. When we analyse empirical patterns of urbani
zation we analyse social formations, and they are composed by different 
modes of production (e.g. petty commodity production and capitalism). 
No wonder their urban system will be different. While methodologically 
I agree with Hill and Lojkine, I am not sure that some of the features 
of urban processes can be explained from the 'still surviving' pre-capitalist 
modes of production. I propose that one can look at different government 
structures as the pre-formations of a coming state mode of production. 
Thus, from the nature of local governments, mechanisms of local govern
ment finance, relationships of local governments to state or federal govern
ments, etc., one will be able to explain some of the characteristic features 
of an empirically observable urban and regional system. I should like to 
illustrate this point with a short and necessarily superficial comparison 
between patterns of urbanization and nature of urban conflicts between 
the United States and Australia. The reason for such a comparison is 
quite evident: we are comparing societies that do not have a 'feudal past'; 
their urban systems developed quite recently and the geographical and 
climatic conditions are not that dissimilar (especially ifwe focus our atten
tion on the West Coast of the US). On the other hand, the role that the 
State played in the development of capitalism is very distinctly different 
in the two countries and their urban and regional structures are also strik
ingly different. Since I am comparing two capitalist societies, my main 
hypothesis is that in their urban and regional development the State played 
only a 'relatively autonomous' role. In both cases urban and regional devel
opment is subordinated to the interest of the development of the capitalist 
mode of production. But I will suggest that the Australian urban system 
differs from the American to a large extent because specific features of 
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government structures, because the pre-formations of a state mode of pro
duction appeared much earlier in Australia than they did in the United 
States. 

The State played different roles in the colonialization of North America 
and Australia. North America is more an example of a 'private colonializa
tion'. Australia is one of the examples of 'modernization from above', 
its settlement was from the very beginning state controlled, managed and 
financed. There were convict settlements in early North America as well, 
but the role convicts performed in Australia, how the State used the convict 
system and later alternative systems (like the method of the so-called 
'systematic colonialization') in order to promote the development of a 
capitalist mode of production are quite distinct and quite suggestive con
cerning the role of the State in the development of Australian capitalism. 

I do not want to enter the debate here as to whether or not the convict 
system in early Australia can be interpreted as a 'slave mode of production', 
but I assume that both those who accept this proposition and those who 
reject it would accept that convict labour very early became a form of 
state subsidy to private enterprise. Private enterprise emerged very quickly 
in New South Wales as land grants were given to retiring officers or to 
convicts who earned a 'ticket of leave' and within a decade private enter
prise played a comparable role with the state-managed prison system. 
On the other hand, the emerging private enterprise was very much con
trolled and subsidized by the State. The State assigned convicts to work 
for pastoralist-entrepreneurs and covered a significant proportion of the 
costs of their maintenance. For a very long time the State had a total 
monopoly of the market, bought up the products of the private enterprises 
and sold them consumer goods and the means of production at administra
tively fixed prices. The State played a crucial role in providing labour
power at a subsidized price to private capital and also in accelerating 
the accumulation of capital. This went much beyond the assignment of 
convict labour to pastoralists, since with its land grant and price policy 
the State also guaranteed that former convicts on 'tickets of leave' could 
not become self-employed small farmers or peasants (land grants to the 
'ticket-of-leavers' were just too small to allow the development of a subsis
tence economy and prices, administratively set, systematically served the 
interests of the larger landholders). Elsewhere in Australia where convict 
labour did not exist or did not play such a significant role as in New 
South Wales or in Van Diemen's Land, the State performed a similar 
function but through different mechanisms. The Wakefield scheme in South 
Australia is quite suggestive again: here, following the philosphy of 'system
atic colonialization', the State set a high enough price for the land in 
order to pay for the passages of the less well-to-do, who after their arrival 
were then unable to afford to buy land for themselves and so had to 
become wage labourers. The role that the State played in urban and regional 
development served very much the same purposes: the fastest possible 
accumulation of capital in the private sector of the economy. To reach 
this goal the State took over the tasks of infrastructural development and 
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communal infrastructure was financed from state resources (or in the case 
of South Australia to some extent from the revenues from land sales). 
Since the provision of infrastructure is a state task the settlement of the 
continent was in a way 'planned', state-controlled. The state apparatus 
moved together with the pioneers and permissions had to be sought from 
the authorities for the establishment of a new settlement (even if on some 
important occasions, as in the case of Melbourne, this permission was 
granted after de facto settlement; these were exceptions to the general 
rule). 

This kind of urban and regional development is very different from 
that in the United States. In the United States, at least up to the mid
nineteenth century, the pioneers settled the new areas first; the government 
followed them, sometimes years later. The pioneers built up their communi
ties from their own resources. They built their own schools and churches. 
They had to learn how to govern themselves. They elected their own 
sheriffs and judges. The three or four-dozen Mormon families that laid 
the foundations of Salt Lake City were in fact escaping state authority. 
They successfully undertook the seemingly impossible task of creating a 
city under climatic conditions that were unfavourable even by Australian 
standards. In the United States an urban management system developed 
that was based on self-financing, politically-autonomous local governments, 
and this guaranteed that part of the locally produced surplus was directly 
channelled into infrastructural development. The American settlers created 
communities with communal infrastructures of a decent standard and this 
gave a certain stability to the regional system and produced a relatively 
even distribution of population in space. The American 'small town' became 
part of the Jeffersonian vision of America, an integral part of the American 
way of life in the nineteenth century. 

In contrast, those who settled the Australian continent relied on state 
provision and did not care much about building cities or creating communi
ties. The Australian pioneers came to this continent to become rich as 
quickly as possible and to accumulate capital as fast as possible. They 
did not mind that the State took the responsibility for infrastructural devel
opment, since this relieved them of having to tie up part of their profits 
locally in non-productive investments, when they often were also not that 
keen to settle in the 'outback' where they made their profit. The Australian 
system of 'squatting' was an integral part of this regional management 
system. Squatting also existed on the West Coast of the United States, 
but there mostly the poor squatted - those who could not afford to buy 
land. In New South Wales or in Queensland, on the other hand, the 
squatters were the aristocrats - the 'squattocracy'. Squatting as a specifi
cally Australian system of land tenure was again a way to assure that as 
much capital as possible was used for 'productive investments'. It is sugges
tive that land was 'leased' to squatters according to the amount of capital 
they possessed; thus the more capital you had, the more cattle or sheep 
you could buy (or owned already), the more land you could squat on. 
This way the ground-rent mechanisms were bypassed and again the rapid 
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accumulation of productive capital assured. But from the point of view 
of urban and regional development squatting meant that pastoralists were 
not tied down to any locality, and they in fact moved across the continent 
following their immediate profit interests. 

Consequently, the self-regulating, self-financing urban management sys
tem that was the system of laissez-faire capitalism in the United States 
(and for that matter in England as well) never developed in Australia. 
The Australian urban management system from the very beginning was 
very much a state grant economy, with very limited financial or political 
autonomy of the local governments. Curiously enough the British-trained 
civil servants, running the Australian bureaucracy, found this system so 
unusual that they made an attempt to change it according to the English 
pattern, and, paradoxically, in the 1840s there were serious attempts in 
New South Wales, at least, initiated again 'from above', to grant more 
autonomy (and also certainly more financial responsibility) to the local 
governments. But these moves were defeated by the resistance of the local 
'communities'. The local governments just did not want to govern them
selves, if that meant that they had to pay the costs of their own community 
development. Quite a paradoxical story: elsewhere in the world it is the 
aggressive central authority that gradually breaks up local autonomy; here 
in Australia it is the local community that resists the initiatives coming 
from above for more local autonomy. But the lack of development of 
autonomous local government structure and the domination of the regional 
management system by a state grant economy meant that a direct link 
between production of surplus and infrastructural development never ex
isted in Australia, and I would suggest that this is responsible for two 
important features of the Australian regional and urban system: the over
concentration of the regional structure, and the relative underdevelopment 
of the 'collective means of consumption', of the collectively used urban 
non-productive infrastructure. 

The over-concentration of the Australian regional system (about two
thirds of the population lives in six metropolitan areas, in the case of 
South Australia almost four-fifths of the population lives in the capital 
city) is partially the product of climatic conditions, but at least partially 
it is the reflection of the over-concentration of power. Since all decisions 
concerning community development were and are made by state govern
ments, it is hardly surprising that capital cities were always in privileged 
positions, and they just became more and more privileged as their power 
monopoly grew. It is also interesting to note that almost all the successful 
cases of regional decentralization, the creation of new urban centres, are 
cases where the driving force was the decentralization of administration, 
or the creation of centres for administrative purposes, for example, Can
berra, Darwin, Alice Springs. Industrial development in itself rarely leads 
to lasting urban development outside the main metropolitan areas. It might 
be quite illuminating to compare, for example, from this point of view, 
Port Augusta with Whyalla. Port Augusta got a better share-out ofadminis
trative functions and certainly seems to have a safer future than Whyalla, 
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which was mostly just the product of industrial development. During 
the Whitlam era, DURD4 experts committed to the idea of regional decen
tralization were also probably aware, at least to some extent, that the 
over-concentration of the Australian regional system was the product of 
over-concentration of political power in the regional management system. 
Although this was another 'revolution from above', at least DURD at
tempted to bypass state governments and to encourage the development 
of regional centres of counter-power. Clearly, successful decentralization 
in Australia is not purely an economic, even less a climatic problem. It 
depends on the decentralization of power in the regional management 
system; regional counter-poles can only be based on centres of counter
power. 

The other important consequence of the Australian urban-grant economy 
is the relative underdevelopment of the collectively used urban non-pro
ductive infrastructure. I proposed earlier that under the Australian central
ized urban-grant economy no direct link exists between the production 
of surplus and the growth of urban non-productive infrastructure. Invest
ments in the development of non-productive infrastructures are functions 
of budgetary decisions and governments are inclined to 'economize' with 
these kinds of investments. Local groups usually do not have a great deal 
of political bargaining power. Consequently, if infrastructural development 
is exclusively the subject of budgetary decisions this usually leads to a 
delayed infrastructural growth. If we were able to develop an index that 
would measure capital investments in 'private infrastructure' and to relate 
it to investments in the 'publicly used infrastructure' I am sure we would 
find that Australia is probably the most underdeveloped country in the 
Western capitalist world in terms of 'collectively used non-productive urban 
infrastructure'. This society spends more on private housing, private swim
ming pools and tennis courts, fences, sheds, etc. than it spends on public 
parks, schools, libraries, etc. These relatively scarce 'means of collective 
consumption' are also quite unevenly distributed in space, and due to 
the domination of metropolitan centres by the state governments they 
are usually concentrated in the city centres. The relative scarcity of the 
'means of collective consumption' and their distribution in urban space 
explains some of the ecological processes in Australian cities, and some 
of the differences in terms of urban segregation and change compared 
with American cities. The scarce urban non-productive infrastructure, con
centrated in urban centres, becomes the main object of'urban class struggle' 
in Australian cities, and this might explain why the upper-middle class 
has been moving back during the last decade towards the central areas 
and pushing the working class out into infrastructurally extremely deprived 
far-outer suburbs. This is certainly pretty much the opposite pattern to 
urban segregation and ecological change in American cities, where the 
middle class still continues to leave the city centre, in order to segregate 
itself into its middle-class or upper-middle-class ghettos. It 'pays off' for 
the well-to-do in America to move into the outer suburbs, since with 
higher property values from higher rates it can provide better community 
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services for itself under the still to some extent self-financing urban manage
ment system, and can leave the financing of the declining urban centres 
to the urban poor. Urban deprivation in the Australian cities works the 
other way around. Here, since there is no self-financing urban management 
system, the well-to-do are not motivated to move out, but, on the contrary, 
they try to monopolize the centrally financed, better urban facilities in 
the urban centres and to push the poor as far away from it as possible. 
Certainly one thing is common to both urban systems: both add to the 
privilege of the already privileged, but they do it in a significantly different 
way. Here again, if we want to understand the actual mechanisms of 
urban deprivation we have to look into the actual structure of the urban 
management system, and as we can see, the differences in government 
structures are quite crucial in explaining the empirical differences. 

Finally, I should like to add that despite the general underdevelopment 
in terms of the collectively used infrastructure, the Australian urban system 
is significantly more egalitarian than the American one, and the urban 
'crisis' of the Australian cities is consequently less dramatic. Ifmy proposi
tion is correct, and in the Australian urban and regional management 
system one can identify a somewhat more developed pre-formation of a 
state mode of production, then one has to acknowledge that this system 
seems to be at least somewhat more efficient in handling inequalities. 

If it is true that a new state mode of production is emerging in Western 
capitalism, then it will be increasingly important in analysing urban pro
cesses to look at governmental structures and the ways in which different 
state institutions participate in the financing of urban and regional develop
ment, since the differences in urban and regional structures among different 
capitalist countries can be probably explained more and more according 
to these criteria. This kind of analysis is also important in order to map 
the emerging new contradictions in urban and regional systems, since, 
as mentioned above, the emerging state mode of production is likely to 
produce new dimensions of contradictions while solving some of the old 
conflicts. It is beyond the task of this paper to map these new contradictions, 
but let me raise just one crucial issue. The state mode of production is 
only in statu nascendi but it is already an anachronism: capital is increas
ingly multinational, and it is highly questionable whether the nation states 
can make any 'deal' with multinational capital and whether they can exer
cise any effective control over the movements of multinational companies 
and capital. This is certainly an issue relevant to the present urban crisis: 
the large cities are smaller than the nation states, but in a way they are 
above nations and nation states. New York City is a world metropolis, 
and the United States is only a nation state. Increasing intervention by 
the nation state might not only meet the successful resistance of multina
tional capital, but it might also have problems in dealing with the largest 
cities, and these world metropolises might attempt to challenge the author
ity of the nation states above themselves. The relationship of New York 
City to the federal government is already quite a hostile one: the contribu
tion of New York City in the different taxes paid by the city to the federal 
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budget is about ten times more than the 'subsidies' it receives from the 
federal government. In a way New York's fiscal crisis is an imaginary 
one, and more control by the nation state does not seem to be the answer. 
I think Hill defined this problem quite clearly when he stated: '... what 
we need is a theory of how the dynamics of capital accumulated on a 
world scale embodied most visibly in the multinational corporation inter
sect with the expanding role of nation states such as to generate contradic
tions leading to transformations in social formations as well as in the 
capitalist system as a whole' (Hill 1977: 43). I agree with Hill, but I 
have had to limit this paper to the questions of the 'expanding role of 
nation states', and the vital questions concerning the complex conflict 
system between nation states, multinational capital and world cities are 
beyond the scope of my present analysis. 

Notes 

1 I call this approach 'neo-Weberian' since I believe it is based on an extremely 
one-sided interpretation - to say the least - of Weber's theory of capitalism. It 
is highly questionable that Runciman, for example - and Pahl relies heavily 
on his analysis - does enough justice to the complexity of Weber's argument. 
With few exceptions (certainly Giddens is such an exception) contemporary 
Anglo-Saxon sociology still operates with the functionalist, parsonian understand
ing of Weber and does not acknowledge Weber as a historical sociologist. 

2 The following analysis on Whyalla is only a summary of a larger paper 'Structural 
conflicts between the State, local government and monopoly capital - the case 
ofWhyalla in South Australia' presented at the meetings of the Research Commit
tee on Community Research, ISA at the 9th World Congress of Sociology, 
Uppsala, 1978. 

3 Industries Assistance Commission Report (1976) Shipbuilding. Canberra. 
4 The Department of Urban and Regional Development was created during the 

early 1970s as the Labour Party formed the Federal Government. It was abolished 
shortly after the fall of the Federal Labour Government. 
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