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Towards Relational Economic Geography

Abstract. In this paper, we argue that a paradigmatic shift is presently occurring in economic
geography. Based on the particular German tradition in geography, we view this shift as a
second transition in economic geography following the first transition in the late 1960s and
early 1970s from regional description and synthesis (i.e. LAnderkunde) to regional science (or
spatial analysis). Our argument starts with a reconstruction of factor-centered thinking in
regional science and systematically unravels limits of this approach. It is shown that this
research fails to provide a deeper understanding of localized economic and social processes.
As a science of the spatial, this approach neglects the real actors in these processes.
Economic agents are capable of creating their own regional environments to support their
goals, based on previous experience. As a consequence, we argue for a need to re-
conceptualize economic geography based upon an integration of both economic and social
theory. A relational view rests on three basic propositions. First, from a structural perspective
economic actors are situated in contexts of social and institutional relations (and material
structures). Second, from a dynamic perspective economic processes are path-dependent to
the extent that future action is constrained by historical development. Third, economic
processes are at the same time contingent in that the agents’ strategies and actions are
fundamentally open-ended and may deviate from existing development paths. Drawing on
Storper’s holy trinity, we define four ions as the basis for analysis in economic geography:
organization, evolution, innovation and interaction. Therein, we employ a particular spatial
perspective; that is, we view economic processes using a geographical lens. Economic
organization and innovation are dependent upon localized institutions which constitute a
common framework for economic interaction along territory-specific, yet contingent

development paths.
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1. Prelude: Multiple ‘Turns’ in Economic Geography?

During the 1990s, a controversial debate has emerged in economic geography and other
social sciences, such as economics and sociology, focusing on the question of what research
program, key focus and methodology a novel economic geography should embody (Perrons,
2001). This was, partially, a reaction to the work of Krugman (1991), Fujita, Krugman and
Venables (2001) and others who claimed to have developed a new economic geography. This
self-proclaimed new economic geography offers an interesting economic perspective on the
conventional problems of spatial distribution and equilibrium, based on an analysis of
increasing returns, transportation costs and other traded interdependencies (Martin and
Sunley, 1996; Bathelt, 2001). Yet it fails to develop a comprehensive research program as a
basis for economic geography because “... the new economic geography ignores almost as
much of the reality they study as old trade theory did” (Krugman, 2000, 50).! In following
Martin and Sunley’s (1996) suggestion, this approach is better classified as geographical
€conomics.

While this literature brings economic geography closer to the core ideas of neoclassical
economics, Amin and Thrift (2000) have recently suggested another fundamentally different
direction for economic geography, capitalizing on concepts and theories from other social
sciences. Amin and Thrift (2000, 4) provocatively claim that economic geography is no
longer able to ‘fire the imagination’ of researchers. Therefore, they ask for a critical reflection
and renewal of this field’s basic goals, concepts and methods. The reactions to their

contribution have stimulated a debate, parts of which have been published in a special issue

! Berry (2002), one of the great thinkers in regional science, also criticizes the new economic
geographers for their refusal to acknowledge previous academic contributions on similar topics. Further, their

concept of space would be rather limited and partial.



of Antipode in 2001. This debate has unfortunately been dominated by discipline-political
arguments, opinions and claims. In essence, it focuses on the question of whether economic
geography should be closely associated with economics or lean towards the social, political
and cultural sciences. In particular, Thrift (2000) has identified a growing interest in the
cultural dimension of economic relations, as well as in economic issues of cultural studies.
While Amin and Thrift (2000) propose a cultural turn away from neoclassical
economics, their critics emphasize existing linkages with and the importance of economic
theories as a foundation of economic geography (Martin and Sunley, 2001; Rodriguez-Pose,
2001). We agree with Martin and Sunley (2001) that this debate is partly based on false
dualisms, such as economics vs. sociology and quantitative vs. qualitative methodology. In
our view, this discussion is unclear because it mixes normative accounts of the discipline’s
policy implications with epistemological and methodological arguments. The debate is also
somewhat misdirected for it tries to separate those economic and social aspects that are
inseparable. The decisive question cannot be whether economic geography should be
economized or culturalized. Rather, the economic and the social are fundamentally
intertwined. They are dimensions of the same empirical reality which should be studied in a
dialogue of perspectives rather than in mutual exclusion and reductionist prioritization (Stark,
2000). This is what we emphasize in our conceptualization of relational economic geography

which we will develop in the following sections.

2. Setting the Scene: Two Transitions in Economic Geography

In this paper, we wish to contribute to the discussion aimed towards a re-
conceptualization of economic geography. We aim at a conceptual rather than a strategic-
political renewal of the field. Based on the traditions in German geography, three broad
paradigmatic approaches towards economic geography are distinguished which have

developed sequentially over time. These are Landerkunde (i.e. science of regional description



and synthesis), regional science (or spatial analysis) and relational economic geography.
Although discussing this shift from the perspective of German geography, our intent is not to
instigate a debate merely focusing on the state of contemporary economic geography in
Germany.? Apart from this, there is a much broader discussion about the conceptualization of
economic geography, as has been indicated in the work of Amin and Thrift (2000), Scott
(2000), Barnes (2001) and others. It is this debate to which we aim to contribute. Our
intention is not to oversimplify the rich history of economic geography and state that the
discipline has been characterized by three clear-cut research programs. Further, we do not
intend to capture all of the different and sometimes contradictory approaches to economic
geography, which have developed over time (for an overview, see, for instance, Schamp,
1983; Scott, 2000), into these broad categories to which we refer. We are, however,
convinced that the paradigmatic approaches distinguished here have had and still have an
important influence on the way how economic geographers have thought of their discipline

and how economic geography has been structured over time.

2 Even though our thinking has evolved within the context of German economic geography, we do not
limit our argument to this particular context. We refer to the German context primarily to identify recent
parallels between German and Anglo-American economic geography. Our plea for a re-conceptualization of
economic geography, thus, addresses a wider audience within Anglo-American geography. Already in the 1980s,
Clark (1983) has presented an early version of a relational perspective based on his analysis of labor market
dynamics. This study demonstrates from within the Anglo-American context that neoclassical models of
discrete exchange are not capable of explaining rigidities in local labor markets. As a consequence of this, Clark
(1983) suggests a relational view of contracts which does not exclusively focus on economic exchange but also
includes social elements. He particularly refers to the interdependencies of unilateral power (e.g. that of a single
party based on laws and regulations) and bilateral power (i.e. based on negotiations between two or more
parties), with the latter being built upon the former in a contingent manner. This conceptualization also requires

a consideration of the specific context within which labor markets operate (Clark, 1982).



The conclusions which we draw from this discussion serve as a basis for the
development of a novel analytical framework which we refer to as relational economic
geography (Bathelt and Gliickler, 2000, 2002a, 2002b).> We believe that the current changes
in economic geography do not unfold incrementally to the extent that existing concepts are
simply being improved or updated. Since the late 1980s, a wealth of new perspectives,
methods and conceptions has developed that involves compelling ideas to be used as a basis
of a re-conceptualization of economic geography. The implications of this are so fundamental
that we treat them as paradigmatic and view them as constituting the second transition* of the
discipline: (i) We call it a transition because paradigmatic shifts are neither incommensurable
nor do they occur abruptly. They evolve as phases of intense dialogue between different
perspectives yielding new arguments which, in turn, become the impetus for a transition
towards a new perspective. Over time, this gains dominance based on consensus and ‘good
reason’ (Toulmin, 1972). (ii) We refer to it as the second transition because it follows a first
major transition in Germany from L&nderkunde to regional science and characterizes another

transition from regional science to a new paradigm which we refer to as relational economic

geography.

3 In suggesting this framework, we do not intend to proclaim a new, relational turn in economic
geography which emphasizes some aspects while neglecting others. The proclaimed cultural, social, economic,
political and institutional turns from recent years have unnecessarily served to split the discipline into exclusive
sub-fields (Ettlinger, 2001). In contrast, our conceptualization aims to integrate the economic and social aspects
of human action in space which are inseparably intertwined (see, also, Lee, 2002).

4 Similar to our notion of the second transition, Barnes (2001) identifies a shift in post-War Anglo-
American economic geography from first-wave theory (i.e. the quantitative and theoretical revolution) towards
new-wave theory (associated with the cultural turn or new economic geography). While the first approach aims
at objectively formalizing an independent reality, the latter one describes an interpretative mode of theorizing
which is open, critical and reflexive. In our view of relational economic geography, however, we conceptualize

this shift differently from Barnes (2001).



The stages and shifts in German economic geography have been part of larger
movements and shifts within the discipline. Post-War German geography has been strongly
influenced by two important paradigms, that of Ladnderkunde (the science of regional
description and synthesis) and Raumwissenschaft (spatial science).’ Of course, as mentioned
above, not all research practices can be captured by these two idealized programs.
Landerkunde and spatial science have, however, substantially impacted other research
practices in terms of their view of space and have influenced their particular programs,
methods and objectives. Landerkunde was developed as a science of regional description and
synthesis by Hettner (1927) and represents the first academic school within German
geography. Hartshorne’s (1939) approach of areal differentiation resembles this view.
According to Hettner (1927), the primary objective of the discipline was to classify the earth
into naturally-defined Landschaften (landscapes) and understand their diverse structures
through a description and synthesis of its layers of different geographies, such as bio, social,
economic and other geographies. The main purpose of economic geography was to analyze
the spatial order of the economy and detect Wirtschaftsraume (economic spaces) to be
included into the wider Landerkunde framework. Economic landscapes, formations and
spaces (e.g. Liitgens, 1921; Waibel, 1933; Krauss, 1933) were identified, described and
synthesized with other layers of geography. Research in economic geography was largely
descriptive, listing those economic activities which take place within naturally-defined

landscapes.

5 In other countries, such as the U.S., similar shifts have primarily taken place within economic and
urban geography and do not necessarily correspond with a larger movement of the whole discipline. In Germany,
this was somewhat different because of the integrated nature of geography as expressed in its Landerkunde

tradition.



Much later than in Anglo-American geography, this research program was criticized
and challenged by new ideas from spatial science. This resulted in open conflict and
culminated in the debates and controversies at the Meeting of German Geographers in Kiel in
1969 (Meckelein and Borcherdt, 1970, 191-232). In this critique, L4nderkunde was heavily
criticized for its lack of a sound epistemological basis and for having a largely ideographic,
descriptive, holistic and naturalistic program. Drawing upon the work of Anglo-American
spatial science (e.g. Haggett, 1965; Chorley and Haggett, 1965, 1967), which developed
during the 1960s, Bartels (1968) developed a new conceptualization, i.e. Raumwissenschatft.
This became the basis of a new paradigm in geography which lasted at least throughout the
1970s and the 1980s.° In the program of this science of space, mere description was replaced
by analytic explanation and the naturalistic conception of space as a particular landscape by
an abstract conception of space as a formal geometry (Bartels, 1970; Bahrenberg, 1972).

In economic geography, this first transition gave rise to Raumwirtschaftslehre (Schitzl,
1998), i.e. regional science (or spatial analysis).” Its research program was strongly impacted
by Isard’s (1956, 1960) influential work in American economic geography. In the late 1950s,
Isard (1956, 1960) established regional science as science of spatial order and organization of
the economy and drew attention towards theories and models in neoclassical economics (von
Boventer, 1962). Economic theories were incorporated into economic geography through the
integration of spatial variables, i.e. the cost of transit and transport over distance. It was the

objective of regional science to develop general theories and models of the spatial order of

® Unlike in the U.S., Marxist approaches did not gain much importance in postwar geography in
Germany. Although many German geographers were aware of the work of Harvey (1982), it was not quoted and
reflected upon in influential economic geography textbooks (e.g. Schitzl, 1998).

7 We use the term regional science (or spatial analysis) to refer to those views of economic geography
which are associated with the quantitative and theoretical revolution and which took place in the late 1950s and

the 1960s in American geography.



the economy. Location patterns, trade relations and processes of agglomeration were
typically explained using spatial parameters, such as distance, catchment areas and their
economic equivalents (Voppel, 1999).

In the following section, we illustrate some of the analytical and methodological limits
of the regional science approach through the use of two simplified examples. From this, we
develop some ideas for re-conceptualization. Section 3 lays out the foundations of an
alternative research design for economic geography which is based on a relational perspective
of economic action. Related to recent work in economic and social geography, we discuss the
fundamental dimensions of a relational economic geography. This also incorporates ideas
from critical realism. We suggest this framework as an alternative to regional science.
Section 4 discusses a recent conceptualization by Storper (1997a, 1997b) in which he
formulates the foundations and goals of economic geography. Drawing from this
reformulation, we introduce four core concepts or ions of analysis in economic geography in
section 5, i.e. organization, evolution, innovation and interaction. They are conceptualized as
relational categories for a novel economic geography (Bathelt and Gliickler, 2002a, 2002b).
We apply this conceptualization to those areas of economic geography that we are familiar
with through our own personal experience. However, we would like to invite others to try to
use this conceptualization in other areas of economic geography. Section 6 summarizes our

main arguments and draws some concluding remarks.

3. Limits of Regional Science and Ideas for Re-conceptualization

Since the late 1980s, a new set of ideas, conceptualizations and models has been
published which have come to form a counterweight against the regional science approach in
economic geography. This work is characterized by contrasting perspectives and enlarged
complexity in the analysis of economic and social processes compared to that in regional

science. Much of the critique expressed in this work can be illustrated through the simplified



examples discussed below (for further examples of methodological problems in regional

science, see Sayer, 2000).

3.1 Example 1: Spatial Characteristics and the Acting Region

A classical research focus of regional science is to explain why some regions grow
faster than others. In order to provide an answer to this question, a number of consecutive
stages are conducted in a spatial analysis. First, spatial characteristics are identified, such as
indicators of the regional infrastructure, labor force and other resources, as well as cost
factors, such as wage levels. In the second stage, statistical analyses (e.g. correlation and
regression analysis) are conducted to reveal which features are typical for both growing and
shrinking regions. Often, causal mechanisms are derived from this analysis. It is argued, for
instance, that low regional costs stimulate high regional growth. A major problem of this
approach is that regions are treated as if they were the economic actors themselves having
their own particular characteristics. One policy conclusion which often results from this view
is that regions should lower their costs in order to stimulate growth.

However, such an argument neglects the fact that regions are not real actors. They are
socially constructed entities, dependent on the particular economic, social, cultural and
political settings and realities under which people in firms and other organizations act and
interact (e.g. Maskell, 2001). Sometimes, even one large dominant firm might cause regional

growth or decline simply through its linkages with other regional agents (Romo and Schwartz,

8 We are aware that these examples provide a simplified view of regional science; i.e. one, which does
not deal with all aspects and complexities of this literature. Our intention is not, of course, to deny the historical
importance of this work and its path-breaking findings. In empirical studies, the contrast between regional
science and relational economic geography may not always be that evident at first sight. We think, however, that
the paradigmatic reconstruction that we draw is helpful to identify those problems and dimensions which are in

need of re-conceptualization (for a more nuanced history of approaches in economic geography, see Scott, 2000).



1995). This might be a consequence of a change in the firm’s overall global market strategy
and may not be related to the actual locational characteristics identified in the region (e.g.
Schamp, 2000). Massey (1985, 11) has criticized the inappropriateness of this science of the
spatial as follows: “There was an obsession with the identification of spatial regularities and
an urge to explain them by spatial factors. The explanation of geographical patterns, it was
argued, lay within the spatial. There was no need to look further. ... This is an untenable
position. ... There are no such things as purely spatial processes; there are only particular

social processes operating over space.”

3.2 Example 2: Location Analysis and Spatial Incentives

Another focus of regional science is the analysis of spatial distributions and location
decisions (Isard, 1956; Bartels, 1988; Schitzl, 1998). The location analysis of a sector
involves a particular methodology. In the first stage, the locational requirements of the firms
of this sector are listed. In the next stage, location factors and particular features of each
region are identified. Finally, the locational requirements of the firms and the locational
characteristics of the regions are systematically compared with one another to find the best
match. The assumption behind this approach is that firms, in order to maximize their profits,
choose exactly that location which can satisfy their requirements best, based on its inherent
characteristics.

In this example spatial attributes are again used as explanatory variables which are
supposed to explain location decisions and spatial distributions. Barnes (2001, 550) refers to
these practices in quantitative regional science as fetishization because “the social processes
that actually produce such figures are hidden”. Also those aspects of social power which lay
behind quantitative representations remain concealed. In contrast, recent work in economic
geography has come to realize that firms do not just act according to spatial attributes but that

they themselves create such spatial attributes in the first place (Scott, 1998). In their model of
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geographical industrialization, Storper and Walker (1989) deal with the question of how
industries create their respective regions through the regular training of employees,
recruitment of expertise from outside, support of newly established suppliers, outsourcing to
other local suppliers and services and learning processes with near-by customers. In this view,
spatial structures are seen as being socially constructed. They result from complex
interactions between regional actors and groups of actors, such as firms. Through the process
of reflexive knowledge-creation, the localized structures, in turn, exercise an influence on

economic decision-makers and their respective actions and policies (Storper, 1997a).

Recent work in economic geography, such as that of Amin (1994), Lee and Wills
(1997), Barnes and Gertler (1999), Bryson et al. (1999), Sheppard and Barnes (2000) and
Clark, Feldman and Gertler (2000), has resulted in new approaches and ways of thinking
which contrast with the traditional regional science view.’ One could argue that the new
views and approaches do not yet establish a well-defined, fully-coherent theoretical
framework (e.g. Barnes, 2001). What these studies share, however, is a critique of the
traditional approach and a strong interest in understanding localized economic and social
processes. In addition to economic theory, social theories and conceptualizations are also
applied in these approaches to explain localized economic phenomena as an expression of
both the economic and the social. From these trends, we argue for a comprehensive transition
in economic geography towards a relational conceptualization which we aim to characterize

in the next sections.

° The approach suggested in this paper might, however, not be the only alternative to regional science
(for different paths, see Webber and Rigby, 1996; Sheppard and Barnes, 2000). It is, however, well-suited to
overcome some of the shortcomings of the regional science approach and integrate a large number of studies

from the 1980s and 1990s which have moved away from regional science.
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4. Research Design for a Relational Perspective

The second transition is characterized by a reformulation of the core concepts of
economic geography. In the following sections, discontinuities between relational economic
geography and regional science will be identified according to five dimensions of the
research design. These dimensions include the conception of space, object of knowledge,
conception of action, epistemological perspective and research goal. From this, we develop a
relational framework for analysis which systematically focuses on economic actors and their
action and interaction. The basic propositions of this framework will be developed in the

remainder of this section (Figure 1).

4.1 Conception of Space

A relational view of economic geography is based on a relationship between space and
economy which is contrary to that of regional science.!® Specifically, regional science views
space as a container which confines and determines economic action. It treats space as a
separate entity which can be described and theorized independently from economic action. In
contrast, a relational approach assumes that economic action transforms the localized material
and institutional conditions of future economic action. Similar to Storper and Walker (1989),
this approach emphasizes that the economic actors themselves produce their own regional
environments. The way in which spatial categories and regional artifacts have an impact on
economic action can only be understood if the particular economic and social context of that
action is analyzed (Bahrenberg, 1987). Spatial structures and processes have, however, been
socially and economically under-conceptualized in regional science. We contend that space

can neither be used as an explanatory factor for economic action nor be treated as a separate

10 This shift in causality between space and human action has also been emphasized in human

geography (Werlen, 1993; 1995; 2000).
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research object in isolation from economic and social structures and relations. Consequently,
as space is not an object of causal power to explain social or economic action it cannot be
theorized (Sayer, 1985; Saunders, 1989; Hard, 1993).!! Of course, economic processes also
have material outcomes (e.g. infrastructure) which are localized in certain places and
territories and exist over longer time periods. Of course, such structures clearly have an
impact on economic action and interaction in these localities.

Nonetheless, economic actors and their action and interaction should be at the core of a
theoretical framework of economic geography and not space and spatial categories. Spatial
scientists, such as Bunge (1973), treat spatiality as the object of knowledge in economic
geography. They aim to detect those spatial laws which govern human action without looking
at the actors themselves. Instead of treating space as a container, we suggest a conception of
space as perspective (Gliickler, 1999). In other words, we use space as a basis for asking
particular questions about economic phenomena but space is not our primary object of
knowledge. It is this conception that we refer to as the geographical lens. As part of this,
economic exchange becomes the focus of analysis and not space. Similarly, we do not seek to
identify spatial laws but, instead, look for explanations of localized economic processes and

their consequences.!?

"' One could argue that the economy, like space, is also a social construct and yet we have economic
theories. Why then should there not also be spatial theories? The key to this question lies within the very nature
of relational action. There are economic agents which develop strategies and act according to economic and
non-economic goals. Their action and interaction has intended and unintended spatial outcomes. There are,
however, no spatial agents which act according to spatial goals. Intentions for actions derive from the actors, not
from spatial representations.

12 The term “localized” does not imply that all economic action is locally or regionally bound but,
instead, physically materializes in place. All action and interaction takes place somewhere; for instance, within
particular places, regions, nations and trading blocks but also between them. The key is that economic action

includes people in some places and excludes others. Because any economic activity takes place somewhere, it



13

It is particularly through the application of a distinct perspective to the study of an
object of knowledge that discipline-specific research problems can be formulated. The spatial
perspective or geographical lens leads economic geographers to pose research questions
about an economic phenomenon, different from those typically asked by economists or
sociologists. We also suggest that the perspective applied helps mobilize a particular
terminology and, over time, a set of tacit knowledge which entails an understanding of what
it is that is being analyzed and how this subject matter can be described and evaluated
adequately.

A brief example may help to illustrate the idea of the geographical lens. Depending on
the disciplinary perspective used, observing changes in a firm’s division of labor due to a
structural crisis may cause researchers to formulate different sets of questions: A sociologist
would, for instance, focus on the consequences of this crisis on the distribution of
responsibilities and competencies within the work organization. In contrast, an economist
may analyze the effects of this crisis on the firm’s strategy, production program or new
market opportunities. An economic geographer would employ a particular spatial perspective
and thus typically investigate different aspects and consequences of this crisis. Through her
geographical lens, she would for example analyze the impacts of this on the local labor
market, supplier relations or the division of labor between different sites and locations. Of
course, this example is a simplification. The point is that each perspective can shed some

light on parts of a phenomenon but necessarily neglects other issues. Any research findings

necessarily interacts with other economic and social processes which take place in the same places. This is
because the same agents participate in various processes at the same time and because different processes, in
part, involve the same group of agents. It is therefore not that easy to isolate a particular process and neglect
others. Processes are necessarily interdependent, either because they take place within the same region or
exactly because they do not. It is exactly this fundamental spatial overlap of a multitude of social and economic

processes that our geographical lens aims to capture.
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which result from the use of a particular perspective can themselves be used as a point of
departure for new research applying a different perspective. Thus, a sociologist might use the
results from a geographer’s study on the localized consequences of the labor market to
develop further research questions about social inclusion or exclusion. An economist, in turn,
might investigate it in terms of welfare and efficiency effects and so forth. This exemplifies

that space is not, in and of itself, the object of knowledge in economic geography.

4.2 Object of Knowledge (or Research Object)

In contrast to regional science, a relational approach does not accept the space-economy,
spatial systems or spatial categories as being the core focus of a research program in
economic geography. Instead, economic action and interaction are the central object of
knowledge in the analysis. Thrift (2000, 698) has criticized a lack of explanation in
traditional economic geography and demands that “... economic geographers cannot just be
tied to the locational dimension as under-labourers for economists, noting down the ‘wheres’
whilst economists do the ‘whys’.” Consequently, any analysis in relational economic
geography is based on an understanding of the intentions and strategies of economic actors
and ensembles of actors and the patterns of how they behave. Economic action is viewed as
being embedded in structures of social (and economic) relations and is thus conceptualized as
a context-specific process. Research in relational economic geography thus focuses on
processes, such as institutional learning, creative interaction, economic innovation and inter-
organizational communication, and investigates these through a geographical lens, rather than
uncovering spatial regularities and structures. Economic processes and relations broadly
defined are at the heart of this approach which integrates (and requires) both economic and

social theory.
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4.3 Conception of Action

Similar to neoclassical economics, regional science employs an atomistic view of
economic agents (for a discussion of agency and space, see Sheppard, 2000). Often,
economic agents are seen to act in isolation from other agents and their institutional
environments according to the rationale of a homo economicus. In contrast, a relational
framework emphasizes the importance of contextuality of human action. Economic action is
embedded in structures of ongoing social relations (Granovetter, 1985; Grabher, 1993).

From the view of the geography of the firm, this means that firms are not independent
entities but are closely interconnected in communication and adjustment processes with their
suppliers, customers and institutions and must be analyzed accordingly.'®> An atomistic view
of economic agents thus leads to a very limited understanding of their activities as context is
neglected (Granovetter, 1992b). The socio-institutional context creates opportunities for
economic action and interaction that would otherwise not exist. From these opportunities,
agents develop new goals and strategies for action. A relational approach in economic

geography thus systematically includes context into its research program.'* As a consequence

13 Maskell (2001) has criticized that traditional economic geography often treats firms like a ‘black
box’. To overcome this he suggests the use of a resource-based or competence-based view of the firm (see, also,
Wernerfelt, 1984; Prahalad and Hamel, 1990). Nonaka, Toyama and Nagata (2000) explicitly include the
particular role of knowledge and develop this further into a knowledge-creation view of the firm. These views
correspond nicely with a relational perspective of economic action as portrayed in this article.

14 This is particularly important when analyzing the growing importance of knowledge within the
economy (Lundvall and Johnson, 1994). Knowledge is context-specific and bound to people. In order to
understand the process of knowledge-creation, it is necessary to understand how people act and interact with one
another (Bathelt and Gliickler, 2000). New knowledge is being created through interactive processes of
interpreting, integrating and transforming existing knowledge within a specific context. Nonaka, Toyama and
Nagata (2000) use the Japanese notion of ‘ba’ to refer to the organizational context of knowledge-creation,

related to the particular time and place where interaction occurs.
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of this, particular attention is paid to economic action as a social process and the structure of
relations between agents and the creation of formal and informal institutions.'> In sum,
economic action is a process, situated in time and place (Philo, 1989; Giddens, 1990; Martin,

1994; 1999; Sunley, 1996; Bathelt and Gliickler 2002a, 2002b; Gliickler, 2001).

4.4 Epistemological Perspective

Since human action is viewed as contextual, it cannot be explained by universal laws.
Action in open systems is not fully predictable and, thus, cannot be adequately
conceptualized through deterministic theory (see, also, Peck, 1996). This is, however, what
approaches in regional science aim at when they apply existing or identify new spatial laws
and regularities of economic action. In contrast, critical realism provides a fundamentally
different epistemological perspective of causality in that it systematically accounts for

context-specificity in human action (Archer et al., 1998).!® Critical realism was developed by

15 The role of institutions in shaping the context of economic agents has been recognized in much of the
recent literature on innovations. Institutional contexts which are determined at the level of the nation-state, such
as the educational and research infrastructure, work rules and organizational standards with respect to social
division of labor and the like, have a substantial influence on the nature of economic problems and shortages
identified and the learning processes applied. As a result, particular national systems of innovation develop
(Lundvall, 1992; Nelson, 1993). In these systems, institutions have a strong impact on interaction and
innovation and, thus, shape the national production structure. The production structure, in turn, strengthens and
reshapes existing institutions and develops them further, thus driving national specialization patterns (Lundvall
and Maskell, 2000). Even further, such approaches need to consider aspects of cultural context, difference,
‘othering’ etc. in order to explain different production patterns more carefully (e.g. Saxenian, 1994;
Schoenberger, 1997; Thrift, 2000).

16 Critical realism is not necessarily the only methodological alternative towards a relational economic
geography (see, also, Harvey, 1996). It provides, however, a particularly well-suited conceptualization to

integrate the key concepts ‘context’ and ‘contingency’ into a coherent framework which allows to overcome a
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the British philosopher Bhaskar (1975) and propagated in the social sciences by Sayer (1992,
2000). It serves as a pragmatic epistemological alternative which attempts to avoid the
problems of both deductive-nomological determinism in logical empiricism and relativism in
postmodern theory (Lovering, 1989; Thrift, 1990; Sayer, 2000). In contrast to postmodern
approaches, critical realism maintains the assumption that an objective reality exists which is
independent from the individual. The relation between reality and human knowledge about it
is, however, asymmetrical. The fact that empirical observations are necessarily mediated
through concepts does not imply that they are a product of these concepts only. Instead, these
observations are also dependent on the structural properties of the real objects (Sayer, 2000,
41). Critical realism also aims at developing causal explanations for general mechanisms. In
contrast to positivist approaches, however, causality is no longer implied from their universal
co-occurrence.

Conventional causal analysis as employed in regional science is based on Hume’s
(1758) principle of regularity. In this principle, an event is the cause of another subsequent
event, if its occurrence is always associated with the occurrence of the latter event. Constant
conjunction here is used as an associative principle of causality (Sayer, 2000). This
explanation claims to be universal for it assumes that an event has particular consequences
which occur at any time and any place in association with this event. In contrast, critical
realism establishes a contextual explanation based on the principle of contingency. This
approach distinguishes two types of relations between events (Sayer, 1985):

(1) Necessary relations. Relations are necessary, if two events always occur in
association with one another, independent from a specific context. Such non-contextual
relations or universal laws are, however, extremely rare in social and economic processes

(Fleetwood, 2002).

number of structural problems associated with the regional science approach.
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(2) Contingent relations. Relations are contingent, if two events occur in conjunction
with one another only under specific circumstances. Such relations are quite typical in the
analysis of economic action using a geographical lens.

The principle of contingency states that one event does not necessarily cause another
particular event. Therefore, identical preconditions for human action do not necessarily have
the same consequences at any time and place. This provides an epistemological basis for a
context-specific conceptualization of the intentions and consequences of human action. At the
same time, it is recognized that future actions and development are fundamentally open-
ended.!” Contingency, however, does not result from human action alone, but also arises from
differences in the localized material structure, as well as from variations between places and
territories in the institutional architecture.'® This creates deviations between regions, nations,
etc. and results in different sets of opportunities and restrictions for economic action. Overall,

this leads to particular structure-agency dynamics.'

17 One could argue that the inclusion of stochastic processes in regional science also allows for open-
ended, contingent development (e.g. Curry, 1967; Cliff et al., 1981). While this is certainly the case we would
like to emphasize that this is a more formalistic view of contingency which does not provide a closer insight into
the nature of economic action and interaction at work.

18 Particularly during the 1980s and early 1990s when ‘new’ regional configurations of industrial
districts and industrial spaces were discovered and discussed, this encouraged researchers and policy makers, at
least implicitly, to seek for general models of regional development. In a way, this was like searching for
universal forms and general laws of spatial economic development and, thus, created similar problems to those
of some earlier regional science work. We owe this argument to one of the reviewers.

19 Contingent action reproduces or transforms specific contextual structures which, in turn, shape the
preconditions for future action. In this respect, context is related to structure and contingency associated with
agency or, as Jessop (1992) would say, strategy. The resulting interdependence between contextual structure and
contingent action corresponds with those reflexive mechanisms at the heart of structuration theories, as

developed by Giddens (1984) and Bourdieu (1977).
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The application of this concept does not mean, however, that research ends with a
contextual explanation of singular events in particular locations and circumstances at a given
time. Instead, another important step of realist analysis is to go beyond individual events and
their specific contexts in order to identify common aspects of the causal mechanisms that
affect economic action. This involves the identification of the causal mechanisms which are
at the heart of localized economic action and interaction as opposed to the formulation of
spatial laws. This methodology aims to uncover basic conditions of specific contexts and
relate them to others. In this way, de-contextualization provides a methodology to identify
trans-contextual, more-or-less necessary circumstances and structures from contextualized

events.

4.5 Research Goal

Relational economic geography explicitly draws attention to the importance of
economic agents and how they act and interact in space, instead of focusing on the
description of spatial categories, processes and regularities. This has been accomplished
through the application of the following changes to the research design: First, this has been
achieved by inverting the causality between space and economy and adopting a conception of
space as perspective (i.e. the geographical lens). Second, this approach views economic
action as a relational process which is situated in structures of relations. Third, the principle
of contingency has been introduced into the analysis of causal relations to establish an
epistemological basis which accounts for contextual action and development. The objective
of relational economic geography is to formulate research questions which are associated
with the analysis of economic relations using a geographical lens (Bathelt and Gliickler,

2002a, 2002b).
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The transition from regional science towards a relational approach, which we have
aimed to illustrate in this section, has fundamental consequences for analysis in economic
geography. It rests on three propositions:

(1) Contextuality. From a structural perspective, economic agents are situated in
contexts of social and institutional relations (Granovetter, 1985; 1992a, 1992b). Since this
conceptualization views action as being embedded in specific contexts, it cannot be explained
through the application of universal spatial laws.

(2) Path-dependence. From a dynamic perspective, contextuality leads to path-
dependent development because yesterday’s economic decisions, actions and interactions
enable and constrain the context of today’s actions. They also direct future intentions and
actions to some extent (Nelson and Winter, 1982; Nelson, 1995).

(3) Contingency. Economic processes are at the same time contingent in that the agents’
strategies and actions may deviate from existing development paths. Economic action in open
systems is not fully determined and cannot be predicted through universal spatial laws.
Despite its path-dependent development which provides a particular history, economic action
is subject to unforeseeable changes and is therefore fundamentally open-ended (Sayer, 1992,
2000).

Relational economic geography enables a complex understanding of economic action
and its localized consequences. It focuses on those people, firms, institutions and other
organizations which are involved in economic decision-making, as well as on those people
and environments which are subject to the consequences of economic action. This relational
perspective does not intend to identify spatial regularities and avoids treating regions and

other spatial configurations as actors. Instead, the strategies and objectives of economic
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agents and their relations with other agents and institutions are the core of the analysis.?’ A
contextual, path-dependent and contingent perspective is quite different from other
theoretical programs which view economic geography in line with universal laws, linear
developments and closed systems. Therefore, a transition from regional science to relational
economic geography requires a reformulation of the concepts used to understand economic
structures and processes. In the following sections we lay out the basic propositions and

concepts of an alternative framework for economic geography.

5. Storper’s Conceptualization of the Holy Trinity

The most sophisticated attempt to reformulate the foundations and goals of economic
geography is that developed by Storper (1997a, 1997b). His conceptualization of the holy
trinity in economic geography serves as our reference and point of departure. We integrate
his ideas into a general model of relational action and interaction as a basis for a re-
conceptualized economic geography (Bathelt and Gliickler, 2002a, 2002b).

Storper (1993, 1997¢) argues that localized production systems continue to play a
decisive role in the global economy despite revolutionary improvements in information,
communication and transportation technologies. He suggests that this continued importance
of proximity is due to the advantages from reduced transaction costs and enhanced
capabilities for organizational and technological learning in specialized agglomerations of

interrelated economic activities. Apart from traded interdependencies, which are the key

20 The use of regression analysis provides a good example to illustrate the problems with context and
contingency in regional science. The use of such tools is based on the assumption that the same conditions
always result in identical outcomes (i.e. one particular value of the explanatory variable necessarily produces the
same estimate of the dependent variable over and over). However, reality is different from this. Firms which
operate under similar conditions in the same sector and region might pursue rather different strategies because

they are embedded into a different market logic and context.
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variables in the regional science literature, untraded interdependencies play a decisive role to
enable communication, adjustment and learning processes between economic agents (Storper,
1997a). They are embodied in the role of relations between particular people and the
existence of conventions as expressed in accepted norms, rules and practices. Relations and
conventions are also localized because they are bound to those people, firms and places
involved and cannot easily be transferred to other places. They become region-specific assets
and form the basis for further concentration and specialization of economic activities
(Maskell and Malmberg, 1999a, 1999b).

To understand the complex nature of economic production and its geography, Storper
(1997a, 1997b) identifies technology, organization and territory as overlapping constituent
pillars of economic geography. They form a holy trinity through which economic and social
processes and their interactions and power relations can be analyzed.?! This holy trinity
serves as a conceptualization of economic geography radically different from regional
science (Figure 2): (i) Technology. Technological change lies at the heart of the dynamics of
the economy. It results in the rise of new and the decline of old products and processes. (ii)
Organization. This pillar emphasizes the importance of the ways in which firms and networks
of firms are organized and how these organizational structures are impacted by institutions.
(iii) Territory. At the territorial level, it is possible to analyze the co-evolution of
organizations and technologies. Through regional input-output linkages, knowledge transfers
and adjustments between firms, spillover effects and learning processes occur which enhance
the collective competitiveness of those regional agents which are interrelated in the same
value chain. Therein, untraded interdependencies play a decisive role in transforming

technological and organizational worlds into regional worlds (Storper, 1993, 1997a).

21 Crevoisier (2001) uses a similar conceptualization when analyzing creative milieus through the

complex interrelationships and dynamics of co-existing technological, organizational and territorial paradigms.
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An important aspect of Storper’s (1995, 1997a) approach is that he emphasizes the role
of context-specific institutions. He also views social interactions, as expressed in processes of
organizing, learning and knowledge-creation, as being central to analyses in economic
geography. Storper (1997a, 1997b) identifies mechanisms through which socio-institutional
contexts stimulate processes of geographical clustering of industrial production and provides
an explanatory framework which concentrates on economic agents as opposed to their spatial
settings. We believe, however, that this conceptualization also bears the risk for
misinterpretations with respect to its implicit spatial foundations:

(1) Overemphasis of the spatial dimension. In Storper’s (1997a, 1997b) holy trinity, the
territory forms a pillar of its own in addition to the dimensions of organization and
technology. This implies that the three have the same status and importance within this
conceptualization of economic geography. We suggest that it is necessary to exercise care in
this respect and not to treat economic and social processes in a similar way as spatial
processes. While organization and technology can be conceptualized in a meaningful way,
the metaphor of territory could provide a temptation for regional science-based
interpretations which try to develop theories of space, in the way criticized by Massey (1985).
We suspect this is not Storper’s (1997a, 1997b) intention. Instead of using the concept of
territory as a constituent pillar of economic geography, we conceptualize space as perspective
(Gliickler, 1999). This perspective serves as a geographical lens which guides the analysis of
economic and social processes in economic geography (Bathelt and Gliickler, 2002a, 2002b).

(2) Isolation of the geographical perspective from the economic and the social. The
conceptualization of territory as a separate pillar of economic geography is associated with
further disadvantages. It serves to restrict the analysis of spatial processes and structures to a
single analytical dimension, as well as its overlapping areas with those of other dimensions.
This could lead some to view organization and technology as abstract dimensions which are

not localized. To avoid such interpretations, we build our conceptualization of economic
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geography around the geographical lens because it enables us to contextualize all processes
from the very beginning of our analysis. In this conceptualization, territory can hardly be

treated as a separate entity.

6. Four Ions of a Relational Economic Geography

In this section, we aim to develop the criticisms, new ideas and approaches mentioned
above into a novel, relational framework for analysis in economic geography based on
Storper’s (1997a, 1997b) conceptualization of the holy trinity. This framework revolves
around the basic concepts of organization, evolution, innovation and interaction. We refer to
these as the four ‘ions’ of a relational economic geography. These concepts are founded on
the relational perspective developed above. In our conceptualization, social institutions are of
great importance in understanding and explaining context-specific behavior and action. We
refer to numerous institutional concepts, such as those discussed by Storper (1997a), Schamp
(2000) and others. They help to understand the mechanisms through which all ions are being
constructed and reconstructed and serve as basic mechanisms to develop our relational
framework.

The point of departure of our conceptualization is that those economic and social
processes which drive the four ions are to be analyzed and evaluated using a distinct
geographical lens (Figure 3). This allows us to develop an interdisciplinary approach to
economic geography which integrates both economic and social theories. In the following
sections, we will indicate which research problems are associated with each of the ions. In
applying a geographical lens, we will also demonstrate that these ions are closely interrelated
with one another (Bathelt and Gliickler, 2000, 2002a, 2002b). The structure of the four ions,

which is employed in Figure 3, serves as a heuristic framework to systematically apply the
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consequences of a relational perspective to the theoretical debates in much of the work of

economic geographers today, particularly with respect to the geography of the firm.?

6.1 Organization

A basic problem of organizing industrial labor and production processes is to establish
an efficient division and integration of labor (Sayer and Walker, 1992). This involves the
coordination of the labor force, raw materials, intermediates, machinery and equipment
applied within and between workplaces and firms. In essence, it includes the establishment of
a particular social and spatial division and integration of labor. This has to be done in such a
way that sufficient control can be exercised over the production process to continuously
produce the same goods at high quality standards according to customer needs (Bathelt,
2000). To solve the problem of industrial organization, decisions have to be made with
respect to which process technologies will be used and the way in which the labor and
production stages will be bundled together. This also includes decisions regarding which
intermediate products will be produced in-house and which will be acquired from
subcontractors and suppliers. If some vertical disintegration is intended, which is usually the
case, the next question to be answered is which suppliers from which regions will be
contacted, which competencies they will be given and in which places, regions and nations

what parts of the production chain will be located. These and other aspects of industrial

22 The relational perspective proposed in this paper suggests that the research questions asked are
themselves contextual, depending on the context of a particular discipline focus. Here, the geography of the firm
(Dicken, 1990) serves as an example to demonstrate the consequences of a relational approach. This also means
that a different pattern of ions could result if another discipline focus was applied. Different contexts might, for
instance, be derived from feminist, labor market or political economy literatures (for interesting accounts, see

McDowell, 2000; Peck, 1996; Harvey, 1982; 1996).
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organization can be analyzed through the application of institutional theories, such as the
transaction cost approach in economics (Coase, 1937; Williamson, 1975, 1985) and the
embeddedness approach in social sciences (Granovetter, 1985, 1992a, 1992b).

A firm’s particular solution to this organization problem has a direct impact on the
locational structure of the firm and the spatial organization of its production. In turn, the
spatial distribution of potential suppliers and customers, as well as the strategies and
decisions of major competitors, also have an impact on the resulting social and spatial
division of labor. Overall, the organizational problem of industrial production is so complex
that it is not possible to explain its outcome simply through the use of location factors and
regional attributes. Spatial proximity and institutional affinity (or proximity) can in some
technological and political contexts help to stabilize network relations between specialized
firms because they reduce information costs, generate information spillovers and enable more
efficient communication (Scott, 1988, 1998). Depending on the institutions which shape
industrial relations and organization, the existing training and education system and other
aspects of the capital-labor nexus, regional or national agglomerations can result.

These organizational structures are, however, not static ones. An evolutionary
perspective is required to understand the dynamic nature of the organization of firms and
value chains as a result of socio-institutional relations and their changes (Nelson and Winter,
1982; Swedberg and Granovetter, 1992). Whether a firm develops a vertically-integrated
production structure or whether it engages in vertical disintegration and, if so, in which
regions subcontracting relationships will be established also depends on its experience and
the particular sequence of organizational decisions made in the past. Learning from
experience results in enhanced organizational reflexivity.

At the same time, organizational structures are embedded in social, cultural and
institutional structures and relations which cannot be separated from the economic sphere.

The existence of accepted rules, habits, norms and other institutional arrangements creates a
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reliable environment for interactive learning (Hodgson, 1988; North, 1991) and has a direct
impact on the organization of innovation and production processes. The organizational
structure of a firm and its development is also related to formal institutions and authorities
which create societal standards and laws (e.g. Baum and Oliver, 1992). Therefore, the spatial
organization of production is a result of complex negotiations and temporary compromises
between firms and formal institutions and authorities and takes place within the context of

particular power relations (e.g. Taylor, 1995; Allen, 1997; Berndt, 1999).

6.2 Evolution

The evolutionary dimension?® is of great importance because it allows for the analysis
of the impact of historical structures and processes on today’s decisions. Evolutionary
concepts of change assume that economic and social processes are experience-based,
cumulative and reflexive in nature. They are path-dependent in that they follow particular
histories of decisions, actions and their consequences. In this respect, there is a remarkable
convergence of evolutionary perspectives in economics, sociology and economic geography
(Bathelt and Gliickler, 2000).

Evolutionary economics supposes that techno-economic change defines a development

path which follows particular routines and heuristics (Nelson and Winter, 1982; Dosi, 1982;

23 The inclusion of this ion does not, of course, imply that we prioritize time over space. Even though
both are treated in a similar way, the spatial perspective serves as a key concept for analysis in economic
geography to relate all ions to one another. Despite its importance, the evolutionary dimension has often been
neglected in neoclassical economics and regional science. We are aware, however, that early antecedents of
evolutionary thinking exist, such as Myrdal’s (1957) and Hirschman’s (1958) work on cumulative causation in
regional development and Kaldor’s (1970) contribution on the role of increasing returns in regional

development paths, albeit that this work does not reflect the relational approach presented here.
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1988; Nelson, 1995). As part of this, the direction of technological change is pre-structured
by existing technologies, albeit not in a deterministic way. Existing technologies are products
of past decisions made about innovation and previous technologies. Through this, processes
of selection, mutation, variation and chance are initiated which aim at the creation of
knowledge and new technologies to increase efficiency. Past choices generate potentials for
present actions and at the same time limit the set of feasible solutions because old decisions
cannot be easily reversed.

New approaches in economic sociology have extended this techno-economic view by
applying aspects of socio-institutional embeddedness (Zukin and DiMaggio, 1990).
Granovetter (1985) has pointed out that economic activities are deeply embedded in
structures of social relations. This means that firms cannot be analyzed as independent
entities but must be viewed within their respective socio-economic contexts; that is, they are
closely interconnected in communication and adjustment processes with their suppliers,
customers, service providers and state authorities (Grabher, 1993).

This is closely related to the role of institutions. Institutions do not only restrict the
possibilities of economic action (North, 1991). More importantly, they also create a basis for
mutual communication, collective learning and joint problem-solving, without which a
technical and social division of labor and economic interaction would not be possible
(Giddens, 1984; Hodgson, 1988). Formal and particularly informal institutions, such as
conventions, accepted rules and habits, are of great significance because they invigorate and
further stimulate localized production systems at different spatial levels. Embeddedness is not
spontaneous but is experience-based and develops over time from a historical process.
Contextual economic relations are the result of previous and ongoing experience in durable
economic transactions. Through the same process, they also form the basis for future path-
dependent and context-specific developments. In an evolutionary perspective, informal

institutions can be materialized and transformed into formal institutions, such as laws. They
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are then typically integrated into an organizational context (e.g. a government agency) from
which they are inseparable (Amin and Thrift, 1994).

Recent studies in economic geography which try to explain the rise of new industrial
spaces and the process of geographical industrialization also tend to be evolutionary in their
view (Scott, 1988; Storper and Walker, 1989). These studies integrate findings from
evolutionary economics and the embeddedness approach into a specific spatial development
perspective, albeit sometimes in an implicit way. In their model of geographical
industrialization, Storper and Walker (1989) argue that novel industries have few specific
locational requirements in their early growth stages. New firms are thus relatively free in
their decision where to locate. This occurs because the particular inputs required do not exist
anywhere and, instead, must be acquired from whatever materials are at hand. Thus,
numerous regions exist which could house the industry. Later on, a handful of regions come
to specialize in this industry, driving selective clustering. Due to their superior growth
performance, they are able to actively shape their locational environment according to their
needs. For instance, they stimulate the development of a specialized supplier sector and
create a labor market which fits their particular skill requirements. The firms in these clusters
thus develop a competitive advantage over those in other regions. This supports further
agglomeration and specialization in the existing clusters. A more complex understanding of
industrial and regional development paths and their socio-institutional contexts can be
achieved if the effects of localized capabilities (Maskell and Malmberg, 1999a, 1999b) and
untraded interdependencies (Storper, 1995, 1997a) are included in the analysis (Bathelt,

2002).

6.3 Innovation

This dimension is closely associated with processes of knowledge-creation, the

development of new technologies and the effects of technological change, especially in a
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spatial perspective. Many traditional concepts in economics and geography fail to properly
understand the processes of generating new products and processes and introducing
innovations to established markets. Technological change is either viewed as a given, being
external to the models used or portrayed as a predictable outcome of a linear research process
which follows a controlled sequence of research and development stages.

More recent evolutionary interpretations, such as those of Dosi (1988) and Storper
(1997a), have realized that the process of generating new technologies has to be
conceptualized with care. The creation of new technologies is viewed as an interactive social
process, characterized by a particular social division of labor within a firm and between
different firms of the value chain, as well as between firms and universities and governmental
research facilities. This process is characterized by continuous feedback from various stages
in research, testing and production, reflexive patterns of economic behavior and interactive
learning between the agents involved. Innovative activities are risky in that researchers do not
know if they will succeed. Thus, uncertainty plagues the innovation process. Successful
innovations are often associated with the creation of new or the modification of existing
knowledge. The process of generating new technologies and knowledge is path-dependent in
that it depends on the actors’ experiences. Further, search activities are often limited to a
particular class of techno-economic problem-solving mechanisms. Innovation processes of
firms therefore follow particular technological trajectories in which search processes are
stimulated and directed by existing routines, heuristics and cognitive scripts (DiMaggio,
1997).

The particular spatial organization of innovation depends on a number of influences.
These include the degree to which production processes are vertically disintegrated, the
existence of near-by firms which could become partners in innovation and the type
knowledge which is needed in the innovation process, as well as the degree to which this

knowledge is localized (or sticky). The spatial organization is also greatly impacted by
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experience from previous innovation processes. Many new technologies are incremental in
character and have not been developed in integrated research processes in large globally-
organized firms. In addition, specialized industrial agglomerations support those innovation
processes which rely on an extensive social division of labor. In this case, spatial proximity
enables regular personal communication, joint problem-solving and adjustments between the
people and firms involved. These interactions stimulate information spillovers and processes
of knowledge-creation (Storper and Walker, 1989; Storper, 1997a; Maskell and Malmberg,
1999a, 1999b; Bathelt and Gliickler, 2000). This is particularly well developed if a large
number of firms of the same value chain are involved in this social division of labor and if
they share the same local socio-institutional context (Crevoisier and Maillat, 1991).

Especially nation-states have a great impact on the structure of technology- and
knowledge-creation because they define the primary institutional settings for the development
of national innovation systems (Lundvall, 1992; Nelson, 1993). These national innovation
systems are for instance characterized by different culture, organizational structures, varying
degrees of vertical integration and centralization, different routines and habits in
technological trajectories and distinct ways in which they enable regional adjustments to
localized capabilities. At the regional level, national innovation systems are being modified
and adjusted to those local cultures (e.g. Saxenian, 1994; Schoenberger, 1997), institutions
and production specificities at hand and thus result in region-specific innovation and

development paths.

6.4 Interaction

Interactions between actors and ensembles of actors in economic contexts are another
crucial element of our relational framework. One important conclusion from the preceding
discussion is that the particular organization of production and the processes of generating

innovation are a result of ongoing interaction. This also operates as an enabling force for
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further interaction between people in various workplaces, firms and formal institutions and
authorities. An evolutionary approach helps to understand how the nature and extent of
interaction changes over time according to ongoing experience between those organizations
involved in innovation. The processes of interactive learning, creative variation and collective
knowledge-production can thus be viewed as conceptual tools which link the organization
and innovation ions and generate an evolutionary dynamic. Interactions of various kinds
between economic agents at different spatial and organizational levels enable firms to modify
and refine heuristics and routines along existing trajectories or to develop new technologies
towards new development paths.

Interaction and learning are at the core of the reflexive economy (Lundvall and Johnson,
1994). This means that the outcomes of previous actions are recorded, checked and evaluated
in a systematic way in order to draw conclusions for further improvements in future actions.
Indeed, empirical studies have shown that production and innovation are social processes,
characterized by a particular social division of labor. This social character gains in
importance as technologies become more complex and sophisticated and as specialization
and segmentation increase. Through this, the process of learning by interacting has become a
central issue of analyses in economics, sociology and economic geography (Lundvall, 1988;
Gertler, 1993, 1995). Learning by interacting refers to a process through which systematic
communication and adjustment between producers and users results in mostly incremental
improvements of product and process technologies and organizational routines.

The existence and acceptance of formal institutions and particularly informal
institutions are important prerequisites which stimulate interactive learning between
economic agents. Routines, conventions and habits with respect to the technologies and
resources used enable producers to communicate with their suppliers and customers and to
collectively decide upon product and process adjustments in particular projects (Storper,

1997a). Interactive learning has also distinct consequences for the spatial organization of
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production and innovation because conventions and social relations are only preliminary,
always restructured through feedback between agents. Their adjustments require the co-
presence of agents, which is most efficiently conducted through co-location (Storper, 1997a).
Some conventions cannot be easily transferred over large distances to other social contexts
(Maskell and Malmberg, 1999a, 1999b). As a consequence, industry clusters develop which
are characterized by close inter-firm interaction, proximity and learning. They enable
efficient information and knowledge transfers (Storper, 1995; Asheim, 1999; Bathelt, 2002).
Over time, this encourages the development of shared technological attitudes and
expectations between the local actors and stimulates trust-based linkages (Crevoisier and
Maillat, 1991). Therefore substantial interaction still takes place within national and regional
socio-economic contexts despite the development of new forms of global organization of

production (e.g. Dicken, 1994; Zeller, 2001).

7. Conclusion: Implications of a Relational Perspective in Economic

Geography

Since the late 1980s, new ideas, conceptions and models, especially those originating
from Anglo-American geography, have spread within the discipline and have initiated a
reorientation of research practices in economic geography. This paper conceptualizes this as a
shift towards relational economic geography which is currently taking place in numerous
countries despite their different academic histories. We have begun to illustrate the
occurrence of this shift in both German geography and economic geography. In German
geography, we have identified this as a second transition from spatial science towards a
socially-constructed, actor-centered and process-oriented geography. This followed the first
transition from Landerkunde towards spatial science which took place in the late 1960s and

early 1970s. In economic geography, this change can be described as a transition from
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regional science (or spatial analysis) towards relational economic geography. In reviewing
the literature, we argue that this transition corresponds with a wider shift in Anglo-American
economic geography (e.g. Lee and Wills, 1997; Clark, Feldman and Gertler, 2000; Barnes,
2001).

The paradigmatic differences between these conceptualizations have been laid out
systematically and five dimensions in the research design identified which explicate
discontinuities between the paradigms discussed. These dimensions include the conception of
space, object of knowledge, conception of action, epistemological perspective and research
goal. From this, a relational view of economic action has been developed which rests on three
basic propositions. First, economic actors are structurally situated in contexts of social and
institutional relations. Second, economic processes are path-dependent to the extent that
future action is dependent on past decisions, structures and processes. Third, economic
processes are at the same time contingent and open-ended in that agents make choices which
may deviate from existing development paths.

Drawing on Storper’s (1997a, 1997b) holy trinity, we define four ions as the basis for
analysis in economic geography, i.e. organization, evolution, innovation and interaction.
These interrelated concepts serve as a heuristic framework to systematically apply the
consequences of a relational perspective to the theoretical debates in much of the work of
economic geographers throughout the 1990s. The point of departure for our conceptualization
is that those economic and social processes which drive the four ions are analyzed using a
distinct geographical lens. This allows us to develop an approach to economic geography
which integrates both economic and social theories. In applying the geographical lens, this
allows us to formulate specific geographical research problems and implications, different
from those in economics and sociology. Our conceptualization does not treat space and
territory as entities which are research objects in themselves, being separate from both the

economic and the social. Similarly, we do not intend to theorize space or identify spatial laws
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but look for explanations of human action in localized economic processes. Alternatively, we
apply an understanding of space as perspective. This geographical lens draws our attention
towards particular localized representations of economic processes and their outcomes.

Our conceptualization does not attempt to develop a comprehensive standard theory
which is capable of explaining and predicting all possible outcomes of social and economic
processes in space. Rather, the framework developed in this paper presents an
interdisciplinary and multidimensional relational view which can be applied to a large
number of research problems in economic geography, especially those that we have
personally dealt with over the past decade. From a relational view, which rests on the
assumptions of contextuality, path-dependence and the contingency of economic action, a
standard body of theory would be a virtual impossibility anyway. Instead, we aim to uncover
a novel way to help formulate research questions in economic geography, different from
those in regional science (or spatial analysis), yielding subsequently different answers.

In focusing on the geography of the firm, an alternative relational view of economic
geography would pose the following types of questions: How do firms interact with one
another and what are the consequences for localized processes and structures? In which way
are firms influenced by institutional and socio-cultural contexts in their home base and how
does this change when they expand to other contexts? How are firms, networks of firms and
production systems organized and how does this organization vary from place to place and
which territorial consequences result from this? Through which processes do new institutions

evolve and how are the localized?** Which interactive communication and adjustment

24 One central issue on the agenda of relational economic geography is to provide a better
understanding of how institutions shape contextual action, as well as the ways in which contingent action helps
to transform existing and evolve new institutional forms. This is quite important because dynamic institutions

continuously enable and constrain human action. Since they are sometimes territorial in character and vary
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processes with other firms and formal institutions allow firms to shape their environments
and improve competitiveness? What are the impacts of global changes in technology, demand
and competition on the organization of production and how do these effects vary between
communities, regions and nations?

In our view, these questions are particularly relational for they systematically draw on
the concepts of context, contingency and path-dependence of economic action and its
localized consequences as a point of departure for analysis in economic geography. To
answer these questions, we require a fundamental revision of traditional concepts in
economic geography, such as that of the four ions which we have developed in the context of
the geography of the firm. Our intention is to provide a starting point for analysis which can

be further explored and applied in different contexts of economic geography.
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between places, regions or nations, they are of great significance to understand different processes and structures
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Figure 2: Storper’s Holy Trinity (Source: Storper 1997a, 42 and 49)
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Figure 3: The Four Ions of Economic Geography in a Relational Perspective
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Figure 1: Changing Research Designs in the Paradigms of German Economic Geography
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