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CHAPTER 1: THE HIGH TECH ELECTRONICS MULTINATIONAL
CORPORATION - SOME ISSUES FOR RESEARCH

1.1 INTRODUCTION

The unprecedented growth in the 1960°s and 1970’ s of
the microelectronics industries captured world attention.
The computer and semi-conductor industries were new
industries producing products that seemed to have the
potential for continuing market growth. These industries
also held out the hope of improved employment
opportunities in a world where traditional manufacturing
industries no longer served as the primary creators of
wealth and jobs. Leading firms in these young industries
had grown fairly rapidly: employment at their home bases,
most of them in California in the US, exploded during the
early 1970s, and they expanded early in their development
to overseas locations, where they also created a lot of
jobs. These corporations attracted the attention of
labour, and industry analysts and development economists
(among others) because of their unusual form of
internationalisation: their plants overseas were export
platforms manufacturing one (or a few) part(s) of the
completed product before sending them back to the US or a
third market for final sale. Their employment overseas -
particularly in the Far East - grew very rapidly.

The semi-conductor firms were new’ multinational
corporations, and the computer firms, many of them long-
" established, were transformed by the capability and
cheapness of the chip. These firms experienced
unprecedented sales growth and, as a result, global
expansion. These microelectronics multinationals gained
significant global economic and political clout because of
their record and potential for growth in both the First
and Third Worlds. Global corporate expansion during this
period was not to extract raw materials or to capture
foreign markets, the conventional rationale for the
internationalisation of production. The incentive in most
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cases* was to tap new labour supplies, the cheaprness of

which could not be matched in the home-base economy. This
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pattern challenged.the adeqguacy of the dominant theory on
multinationals which argued that firms expanded overseas
to control product markets. This form of
internationalisation of capital, introduced by the US
semi-conductor industry as it expanded from California to
the Far East, understandably captured a lot df research
attention.

By the late 1970s and early 1980s, these same firms
along with new cbmpetitors were establishing manufacturing
facilities in Europe. There was little investigation into
the structure and behavior of these subsidiaries, perhaps
because they employed predominantly female labour like the
plants in the Far East and the pattern in older
electronics firms. They were assumed to be the same
labour—-intensive, low capital volume assembly plants
already dotted around the world.?

By 1979 many market-leading computer and semi-
conductor firms had established manufacturing facilities
in Scotland. This concentration of high tech® was,
however, little noticed outside the region. Regional
officials called the development Silicon Glen. However, by
the beginning of the 1380s, the number of high tech firms
located in the area increased and established firms were
expanding. Even at this point, the role of these
subsidiaries within the global corporation went
unauestioned. While the Scottish economy had as many
differences as it may have had similarities to the
economies in the Far East, there was no suggestion that
these plants were any different from the predominant
subsidiary form in the Far East or that they represented
any alteration in the industry’s international division of
labour. The aim of the research on the region’s high tech
industry reported here was to investigate whether this

assumption was Jjustified.

1.2 RESEARCH INTEREST IN THE MICROELECTRONICS INDUSTRY

While the research reported here focused on the

structure and behaviour of the multinational corporation



as an economic unit, the character of the industry itself
is fundamental, not incidental, to the analysis. Until the
early 1980’s, US firms propelled the industry and
dominated the definition of its character. The US micros
industry maintained phenomenal growth in employment, as
well as sales and international markets, for a period of
more than twenty years. The industry’s economic compulsion
to innovate produced many generations of products within
its relatively short life.

Also the US microelectronics industry has a colourful
history. It rapidly developed a reputation as a group of
glamorous, fast-paced companies and manhagers: often
beginning in California garages, their record of turning
high profits within a few Years captured the imagination
of international audiences. The industry’s entrepreneurs
were always interesting, if not flamboyant.

The industry’s vibrancy - seemingly continuous
expansions of manufacturing capability to cope with
surging demand and a fervor for technological innovation -
contrasted starkly with so much of manufacturing as it
existed at the time in most of the western capitalist
economies. The US and UK, among others, were experiencing
deindustrialisation in traditional industries and a shift
to service industries. Further, many long-established
manufacturing firms had transformed themselves into
financial holding companies to take advantage of the
incentives of international subcontracting or the
substitution of acauisition for investment. As a result,
well-paid, skilled manufacturing jobs were lost. The
growing concern in industrialised countries about the
economic implications of deindustrialisation and
dependence on hollow corporations’ assigned great
importance to the microelectronics industries as major
manufacturers and potential new engines of job creation.
The benefits of the industry’s health and rapid growth
reached far outside the home base economy. Many other

countries including Third World countries gained



investment and jobs as the industry. spread across the
world.

The industry’s growth concentrated in particular
regions of the US and the world. High tech firms have
accumulated in large numbers in Silicon Valley
(California) and in and around Boston (Massachusetts) in
the US, and in Scotland and the M4 Corridor (" sSilicon
Gulch’) in the UK, Singapore, Hong Kong and a number of
other Far Eastern countries, as well as Japan. In many
cases these areas became dynamic growth centres, fuelled
by the support and intervention of the state. As a result,
the health and welfare of many regions became dependent on
the robustness of the industry and on the success of local
operations. Public officials throughout the world, having
watched other regions benefit from the industry’s success,
began competing to attract the industry’s new investment
as a way to mediate domestic unemployment problems. By the
end of the 1970’s and the early 1980°s the industry’s
successes, record of growth and international scope had
made this industry an important variable in economic
development and policy-making worldwide.

The products of the microelectronics industries also
have great economic importance. The integrated circuit
and the computer are technologies that have fundamentally
changed methods and costs of production, the exchange and
processing of information. These are products that have
altered the ways work is done in every sector of industry
- creating new opportunities for efficiency, reducing
some labour inputs, lowering unit costs, and promoting new
product possibilities. The productivity of the entire
economy now to some extent depends on the output level,
price, auality and capability of the product of these two
industries. The market relationship of these firms, as
intermediate and capital goods suppliers, with other
industries has become a pivotal economic nexus. Any
disruption in production or distributiorni in the
microelectronics industries will delay production and

investment schedules elsewhere. As suppliers of critical



technical inputs, the industries can alter income
distribution amongst sectors of industry. Favouring large
customers over small ones to deal with product shortages
or channeling resources to new products and customers,
which, in effect, ignores the needs of existing customers,
can determine the market success or failure of dependent
firms.

The importance of high tech electronics as a major
employer has influenced the rest of industry in other
ways. The industry’s efforts to rewrite the management-
labour relationship has influenced and may help transform
the employment relation in and vitality of other sectors.
This high profile, dramatic industry may be
disproportionately attracting labour and financial
resources - both public and private, denying access to
other industries. Industry leaders recognising their
political clout have in recent years actively pressured
the state for supportive legislation and preferred
treatment in the US, the UK and elsewhere. Protectionist
trade laws and preferential labour market intervention by
the state can alter (in some cases drastically) the
conditions under which other industries must operate. The
successes and fallures of high tech can influence the
competitive conditions for other sectors.

The computer and semi-conductor industries also
employ large numbers of women workers across the globe:
these sectors offer a valuable window for assessing
women’s position in the labour market in new and non-
traditional sectors. While inheriting employment and
structural patterns from its evolutionary predecessor, the
electrical eauipment industry, the microelectronics sector
has been a major source of new jobs that aquickly acauired
a female gender-identification. These jobs were not
"naturally’ women’s work, lifted directly from the
household as food processing, textiles, garment-making and
child care were. This is capital goods manufacturing which
has historically employed men. However, electricals as

“1ight’ and “clean’ work became acceptable work for women
]



in contrast to the oily, noisy and dirty work with huge
machines that dominated traditional manufacturing. The
gender-ascription was transferred as electronics grew to
dominate the industry. This sector provides a good
opportunity to examine the changes in the industry’s
reliance on women workers, the quality of these relatively
"new’ Jjobs, the extent of ghettoisation and potentially

the process of the gendering of Jjobs.

1.3 THE DEFINITION OF THE PROBLEM

My research interest was to explore if these
corporations had maintained, without change, their past
pattern of overseas investment in the face of radically
new competitive conditions. The industry established
global operations early in its history. By 1983/4, the
time of this study, all of the world market-leaders were
multinational corporations because of advantageous
relative labour costs overseas. By the late 1970’s and
early 1980°s, however, escalating competition and costs
imposed phenomenal pressure on US multinationals to grow
and to change.

In particular, customers demanded that major US firms
produce better auality product, a challenge that severely
threatened their sales and market base. While quality’
has nhow become a& buzzword in industries as diverse as
autos and food processors, in the early 1980°s the
quality problem was a critical yvyet underestimated factor
in transforming the industry. Also by this time Japanese
semi-conductor and computer firms had significantly
increased their shares of the US market. The Japanese
challenge, which had already eroded the power of US auto
and steel firms, shocked the industry. No one imagined
that the strategy of continuous product innovation would
ever fail to maintain US firms’ control of US and world
markets. (See Chapter 4.)

With these pressures, the static theory of the

multinational corporation as a rigidly hierarchical global



structure, (Vernon, 1966; Cohen et al., 1979) was
problematic. It gave us only a simplistic model of the way
capital extended across economies and created and
exploited an international division of labour. Many,
following Vernon’s seminal work (1966), had divided the
world into two - the US or other advanced industrial
economy (eg Japan or Germany) and the low-wage economies.
All overseas manufacturing operations were essentially
clone plants to exploit low-wage labour.

The significant economic changes in the industry by
the 1980°’s brought complexities and uncertainties that
suggested that this model is too simple. The aim of this
research is to examine how changing competition has
influenced corporate strategies and the industry’s
international division of labour. Was the multinational
corporate structure established in the 1960°’s and 1970’s
suitable to handle changing competitive conditions? Lonhg-
established examples of multinational corporations defined
overseas production as relatively unskilled work for low-
wage labour. Could the low relative costs of overseas
manufacturing with cheap labour, in this case women’s
labour, continue to provide competitive advantages in
spite of dramatic market changes?

If this were no longer the case, what were the new,
compelling features of competition and how did management
alter the global distribution of responsibilities,
technologies and employment as a result? The central

research questions of this study, then, are as follows:

how did US microelectronics multinationals adapt
to the new competitive conditions provoked by
rapidly changing technologies and markets and by
the Japanese challenge, and

. how did new strategies alter the role of overseas
subsidiaries?

To answer these aquestions the research focused on the
industry’s development in Scotland during the five years,
1979 through 1984. The region had been the location of a

number of US semi-conductor and computer multinationals
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prior to the study period: this suggests these
subsidiaries had contributed to the international division
of labour that had been successful for US firms in the
past. Furthermore, industry investment in Scotland grew
significantly between 1979 and 1984, indicating that the
region offered economies important to new global
strategies.

The study concentrates on identifying changes in US
multinationals’ operations in Scotland. As both an
indicator and conseaquence of change, the impact of new
corporate strategies on women’s employment and work in the
region was an important secondary focus. However, during
the course of the study it became clear that industry
changes were affecting the work of and relationships
amongst all workers and occupations. That meant opening up
this last Question to examine the impact on the structure

of work. These were the auestions at the centre of this

research.



CHAPTER 2: PRODUCT LIFE CYCLE THEORY AND THE THEORY OF
SEGMENTED LABOUR MARKETS:
A Survey of Relevant Literature

2.1 INTRODUCTION

The multinational corporation and segmented labour
markets are two areas of prodigious theoretical and
empirical work. This chapter explores the conventionally
separate bodies of literature on the multinational
enterprise and segmented labour markets: the aim is to
examine the explanatory power of the theory of these in
analysing the global structure of the high tech
electronics industry.

The chapter is divided into two sections. The first
half considers the literature on the development of the
multinational corporation as the internationalisation of
productive capital. The multinational corporation has many
forms: the discussion here focuses on it as the
institutional attempt to organise production globally to
improve capital accumulation. As such, it is a business
organisation whose market strategies and competitive
successes and failures can affect job opportunities and
employment patterns in many global locations
simultaneocusly. There is a wide and rich literature on
the multinational corporation. Theoretical work has
concentrated on the macroeconomic issues of the role of
the global corporation in trade, capital flows, economic
growth, and uneven development and the micro concerns of
how this company form succeeds in overcoming market
imperfections and inefficiencies. Also, the theoretical
debates have explored the political economic activity and
implications of corporations so large and powerful that
they threaten the political and economic sovereignty of
nation-states (Warren, 1975; Murray, 1975).

The discussion here, however, telescopes in on the
development of theory to explain the reasons that
corporations invest in production overseas and the
resulting division of labour within the global firm.

Raymond Vernon framed the theoretical discussion of the



product life-cycle (PLC) theory (1966). This section
examines his work closely and discusses how it must be
modified to take into account the pressures on
multinational corporations in ~information’ markets and
from new technologies.

Vernon’s work was an important contribution for its
timing as well as its theoretical approach. His entry
point was the explosive growth of world trade in the
1960’s. His interest was to investigate the nature of US
participation in trade and the seemingly counter-intuitive
finding by Leontief (1953) that the US global
corporation, a rapidly growing business form during the
1960’ s, contributed to this pattern of trade and focused
his attention there. His analysis of the multinational
corporation was particularly interesting in that he
explored the relationship of the competitive nature of
product markets and management decisions about the global
allocation of technologies and the role of the nature of
the product, its age in the market, and competitive
conditions at home and abroad in investment and technology
decisions, his work allowed both a specificity and a
complexity that improved greatly on theories that depended
upon calculable transaction costs to explain overseas
investment.

Vernon’s product-life-cycle theory deserves attention
because it continues to have wide support both in industry
and academia. In spite of the many changes in global
industrial development and trade in the 1970°s and 1980’ s,
many still use the PLC theory as an explanation of US
deindustrialisation and as a guide for empirical research
on location and investment decisions (eg Heckman, 1984:
Crawford, 1984). Consequently, it also remains the
ideological framework for formulating policy for economic
development and saving jobs.

For these reasons, the PLC model of the multinational
corporation is an excellent starting point for analysing
the global microelectronics industry. Vernon’s

consideration of the relevance of product market
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competition, technology choices and location, and the role
of information and R&D focus on the most salient features
of high tech electronics in the 1980°s.

At the same time, the extraordinarily rapid pace of
change of product and production technologies may test the
applicability of a theory which is appropriate to a
Fordist, mass-production economy. Most of the chapter’s
second section explores the contributions and limitations
of Vernon’s PLC theory. This section includes analysis of
the work of those who offered a similar conceptualisation
of the structure of the multinational derived from a
Marxist perspective.

The second half of the chapter examines the
literature on segmented labour markets. This body of
literature developed out of the recognition of the
increasing concentration of capital in large corporations
and the power these complex institutions commanded in
shaping labour markets. The dual labour market theory
(DLM) is never defined or applied wider than one national
economy, and, while applied in analyses of many other
advanced capitalist economies, the theory arose from the
experience of the growth of the US corporation. However,
the DLM model of capital’s structuring a class of jobs as
secondary to require few skills and to employ economically
inferior workers is consistent with Vernon’s description
of the overseas manufacturing investment of
multinationals. This chapter considers the DLM theory
first as an analysis of the organisation of work in the
modern firm. As today’s corporations are faced with
compelling reasons to expand globally, the chapter then
examines how well segmentation theory extends to the
international organisation of capital and explains the
relationship of a multinational firm to regional and

global labour markets.

2.2 THE THEORY OF THE MULTINATIONAL CORPORATION (MNC)

The multinational corporation is the dominant

organisational form of modern capitalism. This firm,
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operating across national borders, has come to dominate
international trade and currency flows and to wield
authority over the economic health and welfare of
individual sovereign economies. As it became a more
obvious actor in internatiohal economies in the 1960s and
1970s, an extensive and varied literature developed to
analyse its élobal activities, the reasons for its

development, and the implications.

2.2.1 Neoclassical Transactions Cost Theory

Oorthodox microeconomic analyses of the global
corporation contend that the multinational is an efficient
agent in allocating factors of production and distributing
commodities, given the distortions of the market ét both
the national and international levels (Caves, 1974;
Kindleberger, 1969; auoted in Cohen et al, 1979). By
concentrating on the economic pressure to overcome
information problems, theoretical and empirical work
attempted to identify and calculate transaction costs as
the cost-minimising trigger for investment overseas.
Foreign direct investment results as the way a firm
minimises the transaction costs of selling abroad, eg
losing control over exploitable intangible assets such as
R&D through licenses, etc., or the expense of training
foreign nationals. Understandably these firms with
significant investment in exploitable information assets
and with potentially large losses from uncertain turns in
the market have the most to gain from investing abroad.
The drive to maximise the return on technologies was found
to be a potentially significant motivation for
multinational expansion: firms with extensive R&D have
tended to operate transnationally (Gruber et al, 1967).
Managers committed resources to R&D based on the
expectation of earning a return worldwide (Mansfield et
al, 1969).

However, the literature ignores the potentially high
costs and risks of managing a firm made up of

interdependent vet globally dispersed parts. Low unit
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shipping costs, for example, cannot satisfactorily explain
the willingness of more and more firms to undertake risky
investments in foreign lands. Company size and economies
of scale (by, for example, global centralisation of
separate part-processes) seem more compelling economic
Justifications for overseas investments. Furthermore,
theories arguing that calculable cost differences (between
exporting and overseas production of between technology
licensing and foreign direct investment) determine
investment decisions are static in nature: they igrnore
that firms operate in and must respond to dynamic markets
and global economic conditions.

Market power and strategy shape global investment
patterns: calculations of relative costs may support or
trigger reassessment of these decisions. An oligopolistic
firm actively competing over unit costs or product
differentiation would invite further competition by
licensing its technology rather than controlling
manufacture abroad. The transactions cost approach and,
more generally, a static neoclassical framework fail to
consider the dynamics of market power in corporate
decision-making. Furthermore, as a static analysis,
orthodox microeconomics cannot incorporate the economics
of changing technologies and the introduction of new
products, factors that have dominated microelectronics
markets since the 1970°’s. Relative price signals cannot
explain change in a dynamic economy with highly
concentrated markets. Theory explaining multinational
investment must centre on market strategies to survive or

stifle competition.

2.2.2 The Product Life Cycle Hypothesis

Vernon viewed the multinational corporation as an
organisation derived from and well-suited to economic
change. The product-~life-cycle hypothesis deserves
careful examination because it periodises the changes in

corporate organisation that respond to market changes. It
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looks at the dynamic adjustment processes that are outside
the framework of the static transactions cost model.

Vernon’s product life cycle theory, a hypothesis
about the dynamic structural adjustment of an
international firm, developed as a partial answer to a
macroeconomic debate about shifting trade flows. In the
1950s and 1960s a theoretical debate over the reasons for
international trade and trade shifts was at the centre of
the international economics literature (as it is today) .1

Vernon entered the debate partially to solve the so-
called Leontief “paradox’ (1953, in Wells, 1971). The
neoclassical theory of factor proportions, as an
explanation for international trade, derived from a
competitive model which, by relying solely on
international price differentials, could not explain the
tendency for US export industries to be more labour-
intensive than import substitution industries.

Vernon (1966) argued that the assumptions of
perfectly competitive conditions were too restrictive to
interpret the post-World War II international economy. The
theory, by relying on automatic responses to price
differentials, ignored the development of institutions
important to the flow of trade, such as common markets.
Vernon also roundly criticised the neoclassical assumption
that knowledge was free and instantaneously availlable. He
argued that clinging to this assumption ignored the
obvious differential abilities of entrepreneurs to know
and respond to market opportunities and to turn ideas into
commercial products. The patterns of innovation,
manufacture and trade, while conditioned by differential
factor allocations, could not be explained simply by
calculating factor costs plus transportation costs. ?
Further, the resulting proprietarial knowledge and
abilities effectively created product monopolies that were
much more important than relative prices in stimulating
trade in manufactured goods.

In spite of the macro entry point, Vernon focused on

the role of the entrepreneur and the changing structure of
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the firm.> His model’s focus on the actual global
structure of the corporation and on the dynamics of the
allocation of technology and labour makes it a singularly
useful starting point for analysing global structure of
firms in the highly international electronics industry.
Companies are at the centre of trade. Trade flows
depended on management choices between exporting and
investing in production overseas. His hypothesis focused
first on the economics of this choice given monopoly
control of intangible assets, then on the resulting
structure of foreign direct investment as a product
matured. His model reflected the importance of three
factors which were underestimated or ignored in earlier
work - the process and importance of product innovation
and its timing, the role of ignorance and uncertainty, and
the effects of scale economies. The economic role of
information, particularly the monopoly control of

information, was central to his analysis.4

The Model

Vernon argued that the ease of getting information
about a market and thus proximity to that market were
major factors in explaining the ability of some
entrepreneurs to develop a new technology and turn it into
a commercial product. He further argued that the shape
and success of those innovations would depend on the
relative factor scarcities of that economy: an economy
with a relatively expensive labour supply would be more
likely to generate ideas for labour-saving products.
Entrepreneurs were more likely to commercialise this kind
of product successfully in a relatively high income
economy with the willinéﬁess and ability to purchase
labour-saving devices.®

Vernon further suggested that the production of the
new product would take place in the same economy (and
possibly the same site) as product innovation and
development. The producer, uncertain of market response

to the new product, wants auick and easy communication

with that market (customers, suppliers and potential
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competitors) to try to refine the product and production
specifications appropriately, to sharpen production
methods, to define the market, etc. Inh addition,
management would be highly dependent on skilled production
and professional labour to perform these tasks
effectively. Maintaining and exploiting access to market
information are key in successful commercialisation and in
the location decision. The producer would be relatively
protected from competition over price during this period
because the price elasticity of a new technology product
in & high income economy is low, and the producer has a
monopoly by virtue of the innovation.

These were the economic concerns of the first or
growth phase of a new product. The economics that drove
management decisions on manufacture, marketing and trade
would change as the product aged, suggesting a
periodisation to frame the analysis. (The periodisation
was further refined by his students Hirsch, 1965, and
Wells, 1971.)

Standardisation and Scale Economies

The “maturing product’ was a stable’, standardised
product: all specifications were fixed to enable mass
manufacturing. The experience of early growth had
eliminated the unoertéinties of product and production
specification. Company success was now dependent on
developing a mass market and on achieving economies of
scale. During this phase, management might consider
replacing exports with manufactufing capability overseas.

Fundamental to a decision for global expansion,
however, was that the income level of the overseas economy
must be high enough to support a large market for the
product and, as a result, the subsidiary could capture
scale economies (Vernon, 1971). Vernon suggested that
firms would first invest in the higher income economies of
Western Europe and that this would only happen once the
price of the product had dropped sufficiently to create a

mass market in an economy less wealthy than that of the
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US. Firms would not commit resocurces abroad until the firm
had sufficient experience and success with the production
technology to minimise factor costs and to achieve
reliable and certain results. Further, manufacturing
was no longer dependent on a specially skilled labour
force, due to a fixed production function: without high
skill requirements, the firm was free to locate production
anywhere there was an average labour supply.

Vernon argued that a simple transactions cost
calculation, while consistent with his analysis, was
inadequate to explain this decision. If continuing or
expanding exports improved the scale economies of
production at the home base plant, and/or if
transportation costs were declining, the reliance in
centralised production would grow stronger (Vernon, 1966;
p.388). However, other considerations - such as import
control policies - would more than likely dominate the
corporate location decision. In fact, the most important
trigger to investing overseas, according to Vernon, was a
threat to the firm’s monopoly power in those markets.
Substituting overseas manufacturing for exports can pre-
empt a threatened loss of market or market share in an
oligopolistic market. This defensive rationale for
internationalisation was particularly powerful for firms
in research and development (R&D)-intensive industries;
these sectors tended to be highly concentrated and
oligopolistic (Gruber et al, 1967).

For an older, mature product, the dynamics of
production would create wider opportunities for global
expansion. Extensive production experience and scale
economies would have further reduced product price. The
lower price would create markets evern in low income
economies that were large enough to support a mass
production facility. Production in a low wage economy
would be attractive not only for increasing the returns on
the corporation’s technology by moving into a new market,
but also as an opportunity to slash unit costs. Given the

wider field of competitors for a mature pr*oduct,6 this
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relative unit cost advantage and potential profit margin
increase might convince management, in Vernon’s view, to
manufacture in these new locations for a much wider
market, even exporting back to the home base economy.

The drive to maintain market control in the maturing
phase and to increase revenues and profit margins in the
more competitive mature phase provokes management to
invest overseas in Vernon’s model, mediated by
opportunities for achieving scale economies. He argued
that neither hominal exchange-rates nor price-adjusted
exchange rates affected the power of his hypothesis.

This model successfully explained much of the growth
of multinational corporations in the post-war period,
supported by Vernon’s (1979) own and others’ empirical
research (Hirsch, 1965; Gruber et al, 1967; Wells, 1971;
Forsyth, 1972; Horst, 1972; Magee, 1977; Caves, 1982). It
also explained the tendency of US firms to become
multinationals (and of such a large proportion of
multinationals to be US-based firms) and of overseas
investment to be concentrated in innovative industries
(Caves, 1982).

The PLC theory offers a particularly useful starting
point for analysing the international pattern of the high
technology electronics industry. Vernon’s emphasis on the
economic role of information in establishing a
technological monopoly and in directing the pattern and
timing of overseas investment suggest that the PLC theory
should describe the international organisation of this
information- and R&D-intensive industry. Empirical
research on parts of the microelectronics industry has
provided support for his model (See for example,
Scibberas, 1978; Lake, 1979; Heckman, 1984), particularly
his emphasis on achieving scale economies as a necessary
condition for overseas investment. A micro analysis like
Vernon’ s, the research reported here on the high tech
electronics industry in Scotland attempts to assess the
extent to which Vernon’s model of the global corporate

allocations of technology, labour and product
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responsibilities predict the organisation of these

multinational corporations.

2.2.3 Hymer’s Analysis of the Global Division of Labour

Stephen Hymer’s contribution to the analysis of the
multinational corporation deserves consideration in this
discussion. He wrote extensively on the economic
motivation of overseas investment and the profile of the
multinational corporation. He originally intervened in the
debate, like Vernon, to argue against the explanatory
power of macro trends, such as comparative advantage. His
analysis (Hymer, 1976) centred on industry and firm
characteristics: the motivation to expand transnationally
was to protect or create monopoly control over foreign
markets. The model of the firm in his later work (Cohen et
al., 1979) looked very much like Vernon’s product cycle;
however, he examined more explicitly the impact of global
corporations on labour.

As an organisation well-suited to economic control,
the multinational corporation expanded globally to tap the
differing economic advantages of the world’s labour
markets and, in the process, reinforced those differences.
The geographical hierarchy of multinational operations, in
Nis view, set up hierarchical and rigid divisions amongst
workers around the world. His work, then, makes explicit
~where Vernon was implicit - the connection between
corporate technology decisions and global differences in
labour markets and jobs. Hymer provides an international
model of segmented labour markets. This is an important
link and contribution to dual labour market theories,
considered in the next section, which ighore the
internationalisation of capital and labour.

Hymer’”s original research on the multinational
demonstrated that a popular argument about diversifying
one’s portfolio of investments could not explain the
pattern and growth of the multinational firm. He argued

that management did not decide to establish manufacturing
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facilities overseas as a response to changes in the
interest rate: foreign direct investment was not simply an
alternative to other portfolio financial instruments whose
return was diminished by a falling interest rate. The
interest rate had little to do with overseas investment in
productive capital.’ As in Vernon’s analysis, the
possibilities for overseas investment in manufacturing
originated with monopoly and differential advantages of
firms in the world’s markets. Overseas manufacturing
provided firms with opportunities either to maintain
control in important markets or to exploit more fully a
market advantage, either eliminating competition abroad or
expanding to appropriate greater returns on particular
skills, knhowledge or abilities (Hymer, 1976).

The multinational corporation expanded globally, in
Hymer’s view, to establish economic control - control over
foreign product markets and labour. He argued that a
spatial hierarchy and the resulting international division
of labour best served that goal, fostering a growing
centralisation of control by US capital and dramatic
qualitative changes in the world economy (Cohen et al,
1979).

The corporation centralised planning and decision-
making in the major capitals of the world (New York,
lLLondon, Paris, Tokyo, etc.) which offered immediate access
to the biggest capital markets and easy communications,
including face-to-face contact, with media sources and the
industry and political leaders who might influence
corporate strategy. Management would locate R&D and
related activities in other large cities in the home base
economy ( regional subcapitals’) where there were
communities of scientific and technical personnel and
other white collar professionals. This environment would
facilitate information exchange and stimulate product
development. While separate from headauarters, rapid and
effective communication between these two levels was
important to maintaining general understanding, employee

confidence and loyalty and effective coordination.
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The overseas subsidiary looked like that of Vernon’s
model. Hymer argued that stable, continuing production was
the role of the subsidiary. Involving overseas workers in
technological development might lead them to want to
further develop some of their ideas and to try new methods
of production rather than continuing to produce output in
the old way, according to management prescription. It was
in management’s interest to cut the subsidiary off from
idea development and involvement in decisions.
Subsidiaries were restricted to standardised production
processes staffed with low wage, relatively unskilled
workers. These facilities were dispersed to low-wage
economies around the world, the exact locations determined
by labour and materials costs (Cohen et al, 1979).

The global organisation of the parts of the firm
would mirror their places in the corporation’s "pyramid of
power" (Cohen et al, 1979). Further, this corporate
organisation would imprint a global hierarchy of
dependency.

“A regime of multinationals

corporations would tend to produce

a hierarchical division of labour
between geographical regions
corresponding to the vertical

division of labour within the firm...
[Clonfin[ing] the rest of the world

to lower levels of activity and income,
that is, to the status of towns and
villages in a New Imperial System.
Income, status, authority, and
consumption patterns would radiate

out from these centers along a

declining curve, and the existing
pattern of inequality and dependency
would be perpetuated...[Tlhe basic
relationship between different countries
would be one of superior and subordinate,

head office and branch plant." (Cohen et
al, 1979; pp.157-8)

Like Vernon, Hymer viewed controlling communications
as a critical concern of corporate management. Management
recognised the necessity for reliable and smooth
communications both to and from the product development
and marketing functions and would keep them nearby in the
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home economy. The marketing function features prominently
in both Vernon’s and Hymer’s work. Vernon considered it
critically important in the first product stage, when
positioning the product in its biggest, most receptive
market determined its success. The interplay of marketing
with all corporate decisions kept product development and
manufacturing in the home base economy. Hymer, in
contrast, argued that the marketing function could not be
confined to one stage but grew in importance and
complexity, simultaneously integrating all the steps of
capital accumulation - production, education and
consumption - and, with the objective of control, thrust
the corporation into global expansion. To capture and
control overseas markets; firms had to understand and
adapt to overseas cultural and social consumption factors.
A sales office alone could not do that

effectively: controlling an overseas market reaquired a
manufacturing facility which would allow the firm to use

its techhological expertise to satisfy local needs.

The Branch Plant

As might be expected, research outside the US
frequently concentrated on the phenomenon of the “branch
plant’ itself and its impact on the host economy.
Empirical work demonstrated that the subsidiaries of
multinational corporations fit Vernon’s and Hymer’s
brescriptions. They produced standardised products with
relatively low skilled and inexpensive labour (Forsyth,
1972; Firn, 1975A; Massey, 1978; Moxon, 1879). The parent
devolved little if any decision-making and for a number of
reasons (eg creating low-pay Jjobs and having few links
with the local economy) provided few benefits for the host
region (Firn, 1975B; Hood and Ybung, 1983). These authors
explicitly or implicitly endorsed the PLLC formulation. The
subsidiary was both " headless and heartless’ because
product development and growth was centralised in the home

pbase economy. The branch plant was also potentially
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individual multinational corporations had established
extensive and complex international operations, and many
major markets were becoming truly international.

Vernon (1979) acknowledged both of these points (see
also, Vernon and Davidson, 1979). When taken together, the
altered international business environment means that the
unique conditions in the US market no longer explains the
global structure of a US multinational (much less the
world market dominance of US multinationals). Vernon
conceded that, because of the conQergence of per capita
incomes amongst a number of industrialised countries, a
corporation might not wait so long béfore manufacturing a
new product overseas. His own and others’ research found
that the more international experience a corporation had
(both in introducing new products and in producing
overseas), the faster it was likely to transfer new
products and production to those economies (Vernon and
Davidson, 1979; Lake, 1979). The shortened time period
before investing overseas was due both to the economic
well-being of particularly First World markets and also to
the likelihood that these corporations would be better
informed about and experienced in foreign markets than the
firms of the 1960s (Vernon, 1979; Vernon and Davidson,
1979).

Vernon, however, stopped short of the logical
implications of the new assumptions. Firstly, there is no
overseas. Why should corporations wait at all before
manufacturing a product abroad if there are overseas
markets that are economically receptive and, as has been
suggested, if there is greater international homogeneity
of demand? Indeed, given the rapidity of communications
and the high degree of internationalisation in many
sectors, a product in many markets is now effectively a
global product from the day it is introduced. Management
wanting to exploit the monopoly period of its new
technology would surely strive for simultaneous new

product manufacturing in all important global markets,
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unless there are other factors that explain multinational
locational and timing decisions.”

Secondly, if similar demand conditions held across a
number of economies, there was no longer an explanation of
why a US firm must develop a product and manufacture it
first at home. A firm (either a domestic company or a
multinational subsidiary) in any of the sophisticated
industrial economies would have access to the market
information on which product and production technology
development depends. Similarly these economies would have
acquired, through the developments of their markets, the
skilled production and professional personnel needed for
product development: Vernon had considered the supply of
skilled labour a critical factor in the pattern of global
expansion.

To ackhowledge these changes requires a
reconsideration of the pattern, timing and economic
strategies of the modern multinational corporation. The
assumption of a standardised product was at the centre of
the PLC analysis of the global reach of a firm and the
eventual shape of the transnational corporation. This
weakens the theory’s explanatory power in a transformed
market economy. Vernon’s (1966) multinational was a
corporation producing a standardised product horizontally
in more than one countrvy.

By 1979 his view had altered but without irreparably
harming his theory. By the 1970’s multinationals were
commonly vertically disintegrated; the product had been
broken down into mass produced component parts and
production was widely dispersed around the globe. This
structure enabled the firm to take advantage of
international input and operating cost differentials and
to integrate more countries into an international
marketplace (Piore and Sabel, 1984). The driving force
behind this global dispersion and “crosshauling’® was
achieving scale economies on a global level.

In recent years, however, the dominance of the

standardised product has been severely challenged in
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international markets. The demise of GM and Ford’s “world
car’ strategy, for example, derived from the failure of
one car style and structure to satisfy a wide range of
culturally-specific tastes and aquality requirements
(Sabel, 1987; Piore and Sabel, 1984, cites other major
failures of global standardisation strategies, eg
steel.). Standardisation is a par'ticularly inappropriate
strategy for capital goods markets where heterogenous uses
demand heterogenous product (Rosenberg, 1982).

The development and growth of “information-intensive’
products in the information society’ of the 1970’s and
1980’ s have dramatically altered the viability of the
standardised commodity in world markets. Vernon and Hymer,
in spite of their interest in the economic role of
information, did not anticipate how information processing
would transform products and production methods nor how
these changes would affect competitive conditions and the
resulting corporate strategies for capturing markets and
organising production and distribution. These changes
severely undermine the applicability of the PLC theorvy.

Many information products (ie products that contain
and process a lot of technological information about the
specific end-use of the product) cannot be standardised
either over time or across markets. In many high tech
markets, the rapid technology advances and the economic
benefits of adopting new technologies have forced
potential customers to become much more sophisticated in
their understanding of product developments and their own
application needs. Markets can now keep pace with the
newest technological improvements of the product through
inexpensive and rapid communications opportunities and
conseduently demand continual product advances. While
these pressures are particularly severe in high tech
electronics and information technology markets, the
necessity for firms to cater to many different markets and
customers has been documented in a wide range of
industries in the 1980s (Hirschhorn, 1984; Piore and

Sabel, 1984).
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Secondly, markets have demanded increasing
customisation of products. In microelectronics in
particular a product designed or adapted to a specific use
will perform more economically: it is usually faster and
more reliable. Marketing an information-processing
commodity demands a high level of understanding of the
product’s end-use: the product must deal with if not
incorporate the procedures and technologies of the
customer’s use. Increasingly, selling the product reauires
adapting it to that specific application.

The supply conditions and structure of the
manufacturing firms must change to meet the demand for
heterogenous, application-specific products. Neither
Vernon’s nor Hymer’s rigid, hierarchical model can cope
with the evolving supply conditions for a highly
differentiated product and market. Firstly, the rapid pace
of technoiogical and market change challenges the concept
of a fairly predictable, staged cycle of product life.
Corporations could profit more from a technology monopoly
by shortening the time gap between product introduction
and exploiting world markets if the technology is likely
to change auickly. Also, market demand for mature products
seems likely to shrink rather than expand as Vernon
predicted given the many newer, more capable (and cheaper)
products that would already have appeared on the market by
that time. The unpredictability of the market size for a
mature product would seem to discourage a management
strategy that delayed overseas production until the
product matured.

Secondly, defining and creating a mass market is more
difficult. With rapid product changes, potential customers
are less likely to warehouse large amounts of components
or equipment because of the threat of rapid obsolescence.
This makes producing for inventory to achieve scale
economies (Vernon, 1979) a very limited strategy.

The pace of change and the demand for customisation
call for greater capiltal flexibility and a pattern of

continuing feedback from the market (Piore and Sabel’s
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flexible specialisation model, 1984; Hirschhorn’s post-
industrial model, 1984) beyond the scope of the branch
plants in both Vernon’s and Hymer’s work. The organisation
of production must prove capable of gathering changing
information from volatile markets and must accommodate
variations in demand and specific customers. The structure
of the corporation must adjust to cope with these changes.
A different relationship with the market is necessary to
establish continuous feedback from customers to all the
steps and stages of production - R&D, production design,
testing - and administration and marketing. The responsive
company structure that Vernon associated with the new
product stage proves to be necessary throughout (and
potentially to extend) the life of a technology wherever
there is a major market .10

Interestingly, Hymer predicted the growing importance
and complexities of a multinational’s communications among
its parts and with its markets (Cohen et al, 1979).
However, he underestimated the limits of a rigid
corporate structure to respond to these changes. Neither
Vernon nor Hymer anticipated the competitive necessity for
the multinational corporation to adapt to significantly
different methods of competing in and controlling markets.
In addition, increasing specialisation'and customisation
suggest the possibility of fragmented rather than
concentrated world product markets. Corporate strategies
to operate globally may no longer be the result of
monopoly control. The rigidly hierarchical multinational
corporate structure of Vernon’s and Hymer’s models seems
ill-suited to respond to continually new information
inputs and product demands and to win the heterogenous

markets around the world.

2.3 DUAL LABOUR MARKET THEORY :
CONTRIBUTION AND CRITICISM

Dual or segmented labour market theory provides an

appropriate lens for viewing employment patterns and
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changes in the modern business organisation. This labour
market model (in all its variations) derives specifically
from the growth of and concentration of power in twentieth
century US corporations, the same corporations that
conseauently became multinationals in the 1950°s, 1960’s,
and 1970’s. Because the institutionalisation of “good’
jobs and bad’ jobs which the DLM theory describes
generated the profits and the technological and managerial
expertise that enabled corporations to expand globally, it
would follow that the oorporationsAwould reproduce this
employment pattern in their transnational structure. In
fact empirical research throughout the 1970’s and 1980°s
found the international employment structure that Hymer’s
model explicitly predicted. US multinationals expanded
into lesser developed economies by creating low-skilled,
low-pay Jjobs, shifting the exploitation of a “secondary’
labour market from the US overseas (see, for example,

NACL A, 1977; Froebel et al, 1980; Elson and Pearson, 1980;
Grossman, 1979).

DLLM theory provides an analysis for understanding the
links between company and industrial growth and the
structure of work in US monopoly capitalism. By
incorporating Hymer’s international perspective, the DLM
theory offers a model for interpreting the historical
economic role of overseas Jjobs and workers and a gauge for
assessing current global employment patterns.

This theory developed out of the inadequacy of
orthodox competitive models of the labour market to
describe the actual operations of the unigue market for
labour and, in particular, to explain the existence and
the persistence of discrimination. The postwar influx of
women into the British labour market was marked by severe
and continuing occupational segregation by gender. Sixty-—
three percent of all women workers work in jobs done by
women; 80% of all male workers had all-male jobs (198D
Census:; Martin and Roberts, 1984). This means that in
spite of the growing participation and attachment of women

to the labour force, the gender segregation of 1901 has
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remained intact throughout the twentieth century. Table

2.1 shows the historical pattern.

TABLE 2.1. OCCUPATIONAL SEGREGATION: 1901 -1980

% of men working in % of women working in
Jobs with 70% or more jobs with 70% or more
male workers female workers

1901 * 89% 71%

1921 83 56

1951 * 82 50

1961 % 77 53

1971 77 51

1980+ 80 63

SOURCES: * Hakim (1978) from population census reports,
1901
through 1971.
+ Martin and Roberts (1984) from population
census,
1980.

To explain this segregation, dual labour market
economists claimed that institutions developed within
labour markets to serve the interests of large
corporations. Powerful corporations established barriers
between Jjobs and workers to maintain market power,
technological profits, etc. by controlling their labour
supply. The resulting institutional barriers limited the
firm’s need to compete in external labour markets and
blocked the (potential) effectiveness of wages and
salaries in allocating workers to the economy’s better
jobs. The creation of “good’ jobs and " bad’ jobs were both
the objective and the result. Different socio—-economic
groups of workers were associated with the job groupings,
and formal and informal barriers blocked access for many
people to the better jobs.

The DLM model is a good starting point for attempting
to analyse the highly gender-segregated employment
structure of the high tech electronics industry precisely

because it begins where orthodox theory failed. Dual or
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segmented labour market theory recognised the theoretical
impoftance of the growth, market power and economic
requirements of the postwar industrial enterprise and the
existence of persistent inequalities in the labour
markets.

This section of the chapter introduces and assesseés
the work of major DLM economists, Doeringer and Piore, who
worked both separately and jointly, and Gordon, Edwards
and Reich (whose Jjoint work will be abbreviated GER). The
analysis of their work is preceded by an analytical
summary of its theoretical context. The final part of the
chapter reviews the contributions of feminist economists
and sociologists who have criticised DLM theories for
their incidental treatment of gender-exclusive labour

markets.

2.3.1 Neoclassical Analyses of Gender Discrimination

The increasing participation of women in the US and
UK labour markets throughout the 1950s, 1960s and 1970s
ras drawn a great deal of attention from academics and
policy-analysts. That attention has been due at least in
part to the tendency for women to be channelled into a
relatively few occupations and their experience of low pay
relative to male workers, a situation that persisted even
as their participation grew to close to half of the labour
force. This called for an explanation which economics
orthodoxy could not provide. In a perfectly competitive
labour market, individual productivity determines labour
market outcomes. The market would not allow two workers of
equal productivity to earn different wages. Profit-
maximising firms paying more for their labour than their
competitors would face a competitive disadvantage that
would soon eliminate them from the market. And with
perfect mobility, workers would move to jobs and companies
with better pay. Within the model of perfect competition,
any divergence between marginal productivity and pay could
only be a short-term imperfection that the dynamics of

competition would soon eliminate.
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Gary Becker, a major contributor to the literature on
discrimination, argued that gender-associated pay
differences derived from individual choice or from
different original endowments. Employers may have a
preference for male workers: they can choose not to
maximise profits by paying men more than women (of equal
productivity), preferring to indulge a "taste for
discrimination”" (Becker, 1971). These employers would
employ women, then, only if they were willing to work at a
discount. Discriminating male workers also might cause pay
differentials. Men who did not want to work with women
might consent to work only if they were better paid. In
both cases, discriminating employers refusing to minimise
labour costs would lose profits. In a competitive economy,
they could not sustain this behavior; competitors relying
entirely on lower-paid women workers would in time force
discriminating employers out of business. While attempting
to explain women’s experience in the labour market, this
model clearly considered discrimination a temporary and
aberrant phenomenon. Becker and his followers refused to
recognise the persistence of discrimination.

Dropping the assumption of perfect competition led to
a more convincing explanation. Madden (1973) argued that
an employer could continue to employ women willing to work
for less pay than men if there were no other firms
competing to hire the women. Women’s more limited mobility
(due to domestic responsibilities and perhaps access to
transport) could restrict them to jobs in one nearby firm.
This firm could maintain pay and job discrimination even
if the women were introduced into a male labour force. The
women would have little choice in a monopsonistic labour
market. This “power relations’ model, as Bruegel (1982)
labeled it, replaced individual choice with the
effectiveness of (or absence of) market power: the market
and its inecaualities would remain stable unless new
competitors entered the region willing to bid women
workers away with better jobs and pay. Importantly, Madden

rejected the orthodox dogma of the wage reflecting
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individual productivity. Her analysis. revealed that
distinctions between "male’ and ~female’ work can save
employers money.

The model of men and women working side by side at
different pay rates for the same job is, however, not
convincing over the long term. Employers could reduce
total labour costs by substituting lower-paid but equally
productive women for all their male workers. The entire
labour force would in time be female. This does not
accurately describe what has happened. The model does,
however, allow major employers market power: employers
have the power to distinguish between "male’ and female’
work and to maintain that distinction by control over (for
example) a geographical labour market. Firms reduce their
wage bill b§ employing women and men in gifferent, non-
competing jobs and benefit as long as their power in the
labour market remains unchallenged. The model also
acknowledges that women’s lack of market power v.a.v. men
and their employers (eg less mobility, lower unionisation
rates, etc.) makes them weaker agents in the labour

market.

Industry and Occupational Segregation

Where women and men work - the industry, the type of
firm and the type of Jjob - turns out to be extremely
important in explaining and maintaining discrimination.
Workers with similar work experience and education earn
different wages according to the industry and the size of
the company (Bibb and Form, 1977; Lloyd and Niemi, 1979).
Layard, Piachaud and Stewart (1978) found significant
earnings differences amongst workers in different
industries - holding skill, training and experience
attributes constant - with the lowest paid industries
having predominantly female work forces. Workers in small
firms are paid less than people doing similar Jjobs in
large firms (Bibb and Form, 1977; Blau, 1984A), and women
are more likely than men to work in small firms. Further,

studies by Treiman and Hartmann (1980) and Bielby and
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Baran (1986) both located earnings differentials between
men and women in their differing diétributions across
occupations, a relationship that grew stronger the finer
the occupational definition. The latter study (like the UK
report cited earlier by Martin and Roberts) found that the
vast majority of a large sample of US workers were in
occupations that were exclusively female or male. This
segregation, rather than skill, size of firm, or education
and training, was thg major determinant of earnings
opportunities. This has been supported in many other
studies, even when productivity factors are controlled
(See for example, Oppenheimer, 1968; Hakim, 1981;
Stevenson, 1975). Blau (1984B) showed that men working in
"female’® Jjobs earned less than other men in similar but
different occupations. Clearly job and pay inequalities
were not different kinds of discrimination but different
faces of the same problem. -
Neoclassical economists Chiplin and Sloane (1976)
attempted to analyse Jjob discrimination. They claimed that
the reason gender segregation lasted in a competitive
labour market was that women chose their jobs. Women
preferred, for example, Jjobs in small firms because these
jobs could freauently be found close to home and small
firms offered a more casual, family-like atmosphere than
large firms. While the pay might be lower in a small firm,
all individuals of equal potential reaped identical net
benefits’; so the system was stable. Chiplin and Sloane
simply fell back into subjective rationalisation when the

neoclassical tools failed (Bruegel, 1982).

Investing in Human Capital

Individual choice is also at the heart of human
capital theory. In human capital theory, neoclassicals
argue that labour market ineaualities are not caused by
discrimination, but result from workers (in specific, men

and women) having differing productivities. The market

cannot then fairly assign them the same jobs and wages.

These productivity differences arise because men and women
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make different choices about investing in their own human
capital - that is, the education and training that will
qualify them for (well-paid) Jjobs. Women, expecting their
domestic role to reduce the time and continuity of the
labour force participation, want to maximise their
earnings during their period(s) in paid employment. So
they are less willing than men to forego wages for
training (on and off the Jjob). They choose jobs that do
not require training (Mincer and Polacheck, 1974). They
also seek employment where they will not be penalised for
a break in their career or needing to work part-time (ie
where wages/salaries do not vary with experience).l?

The theory, which maintains a tenacious hold on the
ideology of pay and employment analysis, places individual
choice and expectations at the centre of labour market
operations. It disregards the externally imposed barriers
that frame that choice. Further, the sexual division of
labour in the family is taken as given, and the result -
~women’s constrained labour market choices - is portravyed
as logical and fair. Yet Becker’s theory (1957, 1973)
follows a confusing circular path. Becker asserts that the
decision to marry and to have children derives from
women’s expectation of occupational segregation in and
lesser returns from paid employment. The utility’ of two
people can be maximised by allowing the man to realise
his earnings potential in the labour force and by the
woman accepting responsibility for unpaid work in the
household. Occupational segregation reinforces the
division of labour in the family and that sexual division
of labour compels women to choose less well-pald, less
permanent jobs than men (Amsden, 1980). Becker and, more
generally, neoclassical theory fail to acknowledge sexism
in the domestic sphere, so simply cannot explain the
subordinate position of women either in the labour market
or in the family.

In spite of its seductiveness, the ideology of
individual choice at the root of neoclassical theory

obscures the fact that an individual’s opportunities, as
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well as preferences, are socially constructed. External
social, economic and political factors shape behavior.
Acknowledging the element of power implies that the
options for some are more restricted than for others and
compels an analysis explaining why. Bergmann (1%74) and
Madden (1973), building on much earlier work by Edgeworth
and Fawcett, argued that barriers that could develop
within imperfect competition severely limited women’s
employment choices. Their "crowding hypothesis” claimed
that social conventions and outright bans excluded women
from a large number of occupations, types of companies and
industries. All women workers are crowded into a limited
number of occupations. The resulting wages are lower than
in other occupations (for both men and women) because of
the oversupply of labour to those Jjobs. The broader range
of men’s occupations are protected from competition from
women workers; an artificial barrier reduces the
competition there, c¢reating a higher wage than would be

the case if all barriers were removed.

2.3.2 Labour Market Segmentation

The crowding and power relations models, while
focusing on labour supply to explain discrimination in the
market, recognised that barriers within industry could
also be important in restricting employment opportunities
for womeh. Theories of dual or segmented labour markets
developed from the view that the potential barriers on the
demand side had grown to dominate labour market operations
because of the concentrated market power of large firms in
capitalist industrial economies in the late 1960’ s and
1970’s. Institutions within and between firms replaced the
market forces in defining and allocating Jjobs. Barriers
restricted access to job categories to certain groups of
workers, blocking the mobility of capital and labour that
is necessary to bring the wage and marginal productivity
into line. The industrial structure and the nature of the
firm determined the supply of good and bad jobs and which

workers got them, not the supply of high and low guality
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labour or the numbers of people applying. Where
neoclassical theories assumed that the economic system was
neutral in the creation of low-paid employment, theories
of segmentation targeted system structures as the cause of
inequalities. In the neoclassical models,

"women’s low pay is explained by lower

productivity (caused either by less

human capital investment or innately

lower productivity), by imperfect

mobility or by discrimination which

distorts the profit-maximisation process.

It is argued that the economic system

has no vested interest in such practices;

indeed, efficiency would be improved by

their elimination." (Humphries and Rubery,
1984, p.335)

In contrast, the segmentation theories contended that the
demand for labour structured the labour market to
discriminate.

Segmented labour market theory offered a stylised
model of two'institutionally and technologically disparate
job segments, primary and secondary. The segmentation
resulted from the growing economic importance of
oligopolistic firms with extensive investment in physical
capital. These large corporations depend heavily on
employees who know how to make the eauipment and the
labour force work well: these company- and Jjob-specific
skills had become much more important to productivity and
profitability in contemporary production than in earlier
generations (Doeringer and Piore, 1971). The high fixed
costs of extensive capital investments compelled employers
to want to retain these employees. Firms offered these
workers higher pay, better benefits and job ladders inside
the firm to keep them in the company (Harrison and Sum,
1979).12

Piore (1975) further divided the primary sector to
reflect the pattern he saw in large manufacturing firms
and in class structure. The upper tier comprised
managerial and professional jobs and the lower tier, well-
paid blue collar skilled, craft work and a few white

collar administrative Jjobs. The top Jjobs 'in the hierarchy
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offered the best pay, benefits and career ladders. Also
these employees had more job control, and education,
personal achievements and personalities rather than formal
rules fixed their position in the hierarchy (Piore, 1975;
Harrison and Sum, 1979).

The secondary labour market comprised more general,
less skilled jobs, usually referring to less capital-
intensive manual work. Because only a minimum (if any)
training was needed in these jobs, there were few costs to
the employer for high turnover in these jobs. Employers
could save money by minimising pay and investment in
working conditions for secondary jobs.

The disparate segments referred both to jobs and
workers (Doeringer, 1975; Doeringer and Piore, 1971)
distinguished by the differing behavioral expectations.
The most important of these was employment stability
(Piore, 1971). Secondary workers were not expected to have
a long-term commitment to the job, so the jobs, in turn,
offered little to solicit the worker’s lovyalty.

Firms structured work, hiring and employment
practices in these segments in order to cost-minimise.
Employers minimised costs by maintaining low turnover in
the highly standardised, capital-intensive production
areas through employee satisfaction and by filling lesser-
skilled vacancies with the lowest-cost labour.13:14

A key feature in primary sector employment is the
internal labour market. The employer designs a hierarchy
of linked jobs and associated training opportunities
within the primary sector to give an employee additional
skills and/or to promote her/him. The internal labour
market (ILM), then, is a system of job ladders and formal
criteria within the firm determining pay, promotions and
layoffs and cushioning the pﬁimary sector worker from the
impact of the external labour market (Buchele, 1981].
Managemeht pays for this protected environment to retain
long—-serving employees as the least cost way of filling
new vacancies that require company-specific knowledge. It

will work as a cost-minimising strategy for workers with
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transferable skills in primary sector work areas and for
employees who heed only incremental enhancements of skill
or knowledge to prepare them for the next Jjob.

The conditions in the external labour market frame
the extent to which employers rely on to which primary
sector workers reap the benefits of an ILM. The external
labour market determines the costs and benefits of the
choice to train employees for Jjob vacancies rather than
recruit from outside. The most advantageous situation for
the firm is one where the vacancy requires only an
incremental addition to a worker’s skills and knowledge,
minimising the time and cost of training. The conditions
in the external labour market can, however, convince
employers to invest more heavily to train/upgrade and
promote employees. The circumstances include when (1) the
employee knows so much about the firm that losing him/her
to competitors would be costly; (2) it is the only
alternative because the needed skills do not vet exist in
the labour market, and (3) labour shortages would make
recruiting new workers very expensive (Doeringer, 1975).15

Management offers employment security and mobility
only to primary sector workers. There are no ladders and
few promotion options for workers within the secondary
sector. The job gives them no saleable skills and no
incentive to stay. There is no incentive to upgrade
secondary workers into primary sector Jjob vacancies
because, with the very different production technologies
in the two sectors, the training necessary would be long
and expensive. Secondly employers hesitate from investing
in secondary workers who are not expected to stay long at
the firm. The ILM, then, progressively enhances the
position of one group of workers, while continually
reinforcing the negative characteristics of the secondary
group. Primary sector employers and workers nave vested
interests in perpetuating the system. The barriers between
'the two sectors become insurmountable, making escape from

the secondary sector all but impossible.l6
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2.3.3 Weaknesses in the DLM Model

Doeringer and Piore recast the analysis of labour
market discrimination: the 7fFirm attaches pay, benefits,
better or worse working conditions, and opportunities for
advancement to occupations, not individuals. The factors
that determine the mix of good and bad jobs - the product
market position and size of the firm and the method of
production - simultaneocusly set pay (or at least
differentials) for the jobs, not the productivity or the
educational qualifications of the individual (Blau and
Jusenius, 1976). The theory abandoned the neoclassical
concepts that labour is a commodity like any other and
that individual behaviour propels the market.

"[s]egmented theories are explicitly
historical and focus on systematic forces
which restrict the options available to
(members) of the labor force. The primary
unit of analysis is no longer the
individual and his [sic)] free choices, but
rather groups or classes who face
objectively different labor market
situations which systematically condition
their " tastes’ and restrict their range

of effective choices. The orthodox models
(take) institutional parameters as given
and then analyze the equilibrium which
results from the choices of ...individuals
within those parameters." (Carnoy and

Rumberger, 1977; auoted in Harrison and Sum,
1979; p.695).

The theory, however, refuses to face one of the
fundamental issues in analysing labour market
inequalities: why do certain groups and not others end up
trapped in secondary Jjobs? Doeringer and Piore offer only
a convenient, functional explanation. Class cultures and
subcultures produce young workers with the characteristics
that channel them into secondary and upper and lower tier
primary jobs (Piore, 1975). The social structure

"produces the differentiated labour
supply that the system demands. ..

"w =

[Tlhe particular characteristics
of the secondary workers are largely
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"accidents"” which the economic system
makes use of but does not create.’"’
(Piore, 1980, quoted in Humphries and
Rubery, 1984; p.336)

This assumes that groups accrue social and political power
outside and prior to any economic role and the social
system will harmoniously continue to provide the needéd
quota of subordinate jobs for the maintenance of the
economic system.

This happy "coincidence of wants" (Humphries and
Rubery, 1984), oversimplifies and distorts the
relationship between the demand and supply sides. Firstly,
the model considers the secondary sector a homogenous
group of workers all with roughly eauivalent labour market
qualities. The model views women both homogenous as a
group of workers (Beechey, 1978) and interchangeable (in
terms of behavioral characteristics and labour market
power) with all other subordinate workers. That black,
white and ethnic workers'and men and women have differing
experiences and advantages/ disadvantages in the labour
market has been the source of a rich and growing
descriptive and analytical literature (Wallace, 1980;
Buchele, 1980; Malveaux, 1984). Further, Doeringer and
Piore simply ignore that women workers face unique
constraints and expectations in the labour market because
of their domestic role. In addition, their gender-
blindness orevents them from realising that all women ar<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>