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Industrial and Economic Development
· Economic Geographers look to study why economic development occurs the way that it does within the human landscape. 
· They will look at patterns of economic wealth, poverty, growth, and decline
· In our modern world, in order to evaluate economic development, one must consider industrialization, which has allowed the world economy to expand at such a rapid rate 
Economic Classifications 
· How do we define different areas of the world and their role in the global economic system?
· An economy is defined as the system of production, consumption, and distribution of products 
· An economy can be divided into several parts 
· Primary Sector
· The part of the economy that involves getting raw materials from the earth 
· Farming, fishing, mining, tree harvesting, etc
· Secondary Economic Activities
· Processing raw materials into finished products, thus increasing the value of the raw material 
· Factories and manufacturing 
· Tertiary Economic Activities 
· Moving, selling, and trading products that are made in the primary and secondary 
· May also include professional services (Drs, dentist, teachers), and financial services (banks, accountants, etc)
· Quaternary Economic Activities 
· Information creation and transfer
· Made possible b/c of new technologies, and the ability to move and store information faster 
· University research and investment analysis 
· Within the Quaternary Economic Activities are the Quinary Economic Activities 
· These involve high level decision making 
· Presidential / Legislative Decision making 
· Research that is involved in this decision making
Industrialization 
· Industrialization is the increase in manufacturing activity 
· Manufacturing = the production of finished goods from raw materials 
· This can be anything from the production of bread, bricks, cloth, etc 
· This is generally coupled with a decrease in primary economic activities 
· The industrial revolution is one of the greatest periods of human history, in regards to improvement of economics and the production of goods
· The industrial revolution began in the 1760s in England 
· One of the greatest impacts of the Industrial Revolution is the use of machine power to create goods, rather than human power 
· The industrial revolution was fueled by the use of engines, which would drive machines to make products 
· These engines were first powered by steam 
· Steam was created when coal was used to boil water, and the steam from the boiling water builds up and drives pistons 
· Most machines were made to help in the production of textiles (cloth goods)
· The first factories in England were built around moving water sources (rivers)

· This is because the moving water would drive the machine that powered the factory
· With the use of coal powered machines, factories could now be built anywhere on the landscape, helping to make transporting of goods much more convenient 
· England’s infrastructure also began to develop with the industrial revolution 
· Trains and rail lines were developed to transport goods from one place to another quickly 
· England tried to keep their methods of industrialization a secret
· However, word spread to other nations on how to build and develop engines that would drive factories 
· The next greatest development in industrialization was created by Henry Ford in the 1920’s
· Henry Ford made assembly line production what it is today
· He also developed interchangeable parts 
· This would allow for parts to be replaced and mass produced
· In Ford plants, each person on the assembly line had one job 
· Instead of making the whole car, they put on the wheels, or screwed in the steering wheel, etc 
Weber’s Least Cost Theory of Industrial Location
· German economist Alfred Weber worried himself over where factories would locate themselves 
· He wanted to be able to predict where factories and industries would locate themselves
· He set up a hypothetical state with many assumptions
· His assumption was that factories would be located at places where their development would be at the least cost for the company
· His theory is called the Least Cost Theory 
· The Assumptions of Weber’s model 
· The cost of transportation is determined by the weight of the goods being shipped and the distance to the market for the good
· The heavier the good and the further to market, the more expensive the it would be to ship the product 
· Companies are competitive and they seek to maximize their profits and minimize their costs 
· Markets are in fixed locations
· Labor is fixed
· The Landscape is uniform (there are no geographical boundaries between the factory and the market)
· Therefore, the location of an industry will be driven by four main factors:
· Transportation 
· Labor 
· Agglomeration 
· Deglomeration 
· Transportation and Distance 
· Industries must consider the weight of their product and their distance to market 
· We must look at several types of distances 
· Distance to the raw good 
· Distance to the source of energy 
· The use of electricity has helped to negate this particular consideration 
· When considering the raw material, the industry will have to consider how perishable the item is 
· The more perishable, the closer the industry will want to be to the raw material 
· They might also consider whether they produce a weight losing or weight gaining product 
· Weight losing products are finished products that are lighter than their raw materials (paper products)
· Industries in this situation would want to create factories closer to the raw material 
· Weight gaining products are finished products that are heavier than their raw materials (beverage bottling) 
· Industries in this situation would want to build factories that are closer to their markets, as they would not want to ship the heavy finished product as far 
· There are some industries that would have the same transportation costs regardless of where they were located 
· These industries have spatially fixed costs 
· These industries generally produce light weight goods of high value (micro chips, high tech industries, information industries)
· These may also be called footloose industries, as they are not tied down by environmental constraints 
· Labor Cost 
· How much will it cost to hire workers 
· Wages, pensions, taxes (Social Security, Medicare, State Taxes, etc), healthcare, vacations, bonuses, training, etc 
· Industries will also consider the cost of machinery and the availability of capital to purchase both labor and machinery
· Some industries may substitute low labor cost for increased transportation costs 
· This is called the substitution principle 
· This is primarily b/c they can save money in the long run by hiring cheaper labor, but paying more for transportation 
· Agglomeration 
· This term is used to describe when several industries may come together for a mutual advantage in savings 
· They can share the cost on resources (electricity, pollution control, roads, etc)
· This helps reduce the cost to the industry, and can in turn, help reduce the cost of products for the consumer 
· Example 
· High Tech Corridor 
· Located in California’s Silicon Valley 
· High tech industries have located here so they can share in the abundance of resources necessary in order for their industry to thrive 
· Skilled labor force, computer repair shops
· This can result in a movement of a skilled labor force from one area to another 
· This drain of resources and talent to the agglomerated area is called the backwash effect.
· Locational Interdependence
· Similar to the theory of agglomeration 
· Industries will choose their location based on where their competitors are located 
· Companies want to dominate the market they are a part of, so they will be influenced by their competition 
· It is always easier to see what your competition is up to, if you are close by
· Example 
· Many gas stations on one street corner
· Fast food restaurants at a high way exit 
· Deglomeration 
· If the agglomeration of an area causes the area to be too crowded, deglomeration may occur 
· This happens when the area becomes too congested 
· Too much pollution, traffic congestion, a lack of labor and other resources in the area
· Businesses may choose to pick up and move to another area 
Criticism of the Weber Model 
· There are those who do not totally agree with the Weber Model 
· Those who are critics feel like Weber does not take into account all necessary information 
· Also, the model does not account for that markets and labor are mobile 
· It does not account for the different skill and age sets of the labor force (which will impact the cost of the labor force)
· Not all transportation costs are directly proportional to distance 
Contemporary Patterns and Impacts of Industrialization and Development 
· Geographers have begun to ask themselves why certain parts of the world have developed at a faster rate then others and why certain parts of the world are richer than others. 
· They note these differences by recognizing the differences in levels of development in countries in the world 
· Development is defined as the process of improving the material condition of people through the growth and diffusion of technology and knowledge 
· Every place and every country exists at some level of development
· For organization, geographers have lumped countries together according to their level of development 
· More Developed v Less Developed Countries 
· More Developed Countries = wealthier 
· Less Developed Countries = not as wealthy (poor)
· Challenges 
· MDC = maintaining economic growth 
· LDC =  Improve economic condition 
· Money is not the only factor that plays a role in determining the development of a nation
· There are economic, social, and demographic considerations that must take place as well. 
· In order to better understand and clarify a countries development, the United Nations has developed the Human Development Index
· http://hdr.undp.org/en/statistics/hdi/ - UN Human Development Index Website 
· This is a formula used to help compare development levels of various countries and regions 
· The UN considers three dimensions when creating this formula:

· Health, education, and standard of living 
· The four components of these dimensions are:
· Life Expectancy at Birth (health)
· Mean Years of Schooling (education)
· Expected Years of Schooling (education)
· Gross National Income per capita 
· The economic component is the country’s GDP, or Gross Domestic Product 
· This is the total value of all goods and services produced within a country over one year 
· A country is considered More Developed when it has a per capita GDP of over $20,000
· The US has a per capita GDP of almost $35,000
· A country is considered Less Developed when it has a per capita GDP of less than $1,000
· GDP data can also be used in figuring Purchasing Power Parity (PPP)
· This helps to make the wealth of a country relative to the wealth of other countries 
· It shows the amount of similar goods a rate of currency could purchase between two or more countries 
· GDP only gives us an average, and does not help to point out any disparities between different levels of wealth within a country 
· Using GDP can also be an issue when certain parts of the economy are not reported in a country’s GDP, giving an inaccurate reflection of that country’s development
· This is data from the informal sector 
· These are a network of business transactions that are not reported 
· Baby sitting
· Street vendors 
· Illegal aliens 
· Prostitutes 
· Drug Traffickers 
· Black Market 
· In many less developed countries, the informal sector can make up a large part of the overall economic activity that is taking place in a country 
· The informal sector can become a prominent part of the a country’s economic activity for several reasons
· The informal sector may be meeting a demand the formal sector does not
· Goods found in the informal sector may be in higher demand because they are less expensive than goods in the formal sector 
· Because goods are inexpensive, merchants in the informal sector have a harder time opening up shops and becoming legitimate businesses 
· Illegal aliens fear repercussions if they report their income not only from their employer, but also from the government (they fear being fired or deported)
Other measurements
· Because of some of the issues that arise from using only GDP, some geographers have started to include other bits of data as well 
· Access to raw materials
· Amount of consumer goods available 
· Number of TVs and radios per person 
· Analysis of women’s rights and level of “equality” 
· Big Mac Index 
· A comparison of the prices of Big Macs around the world 
· This is similar to the PPP
· A Big Mac in Thailand costs $1.78
· Avg income = $8,440
· A Big Mac in the US costs $3.22
· Avg income = $42,000
· Americans earn nearly 5x as much as Thai’s, the big Mac only costs 2x as much in America
· The meal is comparatively expensive for the Thai’s 
Development Gap 
· Another concern for Geographers is the Development Gap 
· This is the gap in development that exists between the developed and less developed nations 
· More developed nations are developing at a faster rate than less developed nations 
· The gap between them does not stay the same, it continues to widen 
· Examples 
· GDP in more developed nations tripled while GDP in less developed nations doubled 
· Rate of natural pop increase fell by 85% in more developed nations
· Rate of natural pop increase fell by 5% in less developed nations 
· There seems to be a regional split when it comes to the development of nations 
· More developed nations seem to be located primarily in the Northern Hemisphere while less developed nations seem to located primarily in the Southern Hemisphere 
· This particular division of development between the regions is known as the North-South Gap
Structuralists and the Development Gap 
· There are two groups of theories on why there are more developed and less developed countries, and why they tend to stay this way (Structuralists and Liberals)
· Structuralists 
· This group believes that less developed nations stay in a cycle of lower development because the global economic structure is stacked against them 
· The dependency theory is a part of the structuralists view
· This view holds that more developed nations use their relationship with lesser developed nations in order to keep them from developing 
· Using Immanuel Wallerstein’s world system analysis, we can see reasoning behind this argument 
· He uses the core-periphery-and the semi periphery
· If there is a core, there must be a periphery, etc 
· The core cannot exist without the others 
· The core exploits the periphery for its own gain 
· Those who hold to the dependency theory look to European colonization of Africa to prove their point 
· They believe that because of colonization, African countries are now locked into a state of dependency of European nations 
Rostow Modernization Model (A Liberal Point of View)
· Liberal Development Theories 
· Development is something that all countries can achieve 
· Walt Rostow’s Modernization Model 
· A model that assumes all countries can and will follow a similar path to development and modernization 
· Created in the 1950’s
· A similar model to the Demographic Transition Model 
· There are 5 stages in the Rostow Model 
· More developed countries exist in stages 4 and 5 of the model 
· Less developed countries exist in stages 1 through 3
· According to Rostow, a country must begin to invest in capital in order to begin it’s journey through the development model 
· Capital is comprised of buildings, ownership of land, equipment, labor, etc 
· Stage 1 
· Traditional Society 
· Most economic activity at this stage focuses on subsistence, working to live 
· Outcome of economic activity is consumed by the producer
· Food, goods created, etc 
· Government may use economic resources on items that are not particularly economically productive (building of religious buildings, military buildings, etc)
· Stage 2
· Preconditions to takeoff
· A small number of people create movement towards economic activity that will help to encourage economic development 
· We see the investment in technology and infrastructure 
· Water systems, new modes of transportation (roads, rails, canals, etc)
· This investment helps to prepare the region for “takeoff”
· The region also begins to develop surpluses for trading 
· Productivity begins to increase 
· Stage 3
· Takeoff
· There is rapid economic growth in the early industries 
· Industrialization begins to increase
· We see workers move from agriculturally based jobs to industrial based jobs 
· A large bulk of the economy is still based on agriculture 
· Stage 4
· Drive to Maturity 
· There is greater diffusion of advanced technology 
· More industries are invested in and begin to show rapid growth 
· Workers become more skilled and specialized in industry
· Stage 5
· High Mass Consumption 
· The economy moves from manufacturing jobs to based on service oriented jobs 
· There are higher incomes 
· Most people are able to consume goods that are produced
· Criticism of the Rostow Model 
· It is based on the Western European / American experience 
· Does not account for dependency that has been “created” by the West 
· Each country is seen as an “independent agent” rather than a player in a larger global scheme 
How to Reduce the Development Gap 
· Geographers are looking for how countries can close the development gap between the more and less developed nations 
· Self Sufficiency is an idea that became popular in the early 1900’s
· This is the idea that a country needs to have the ability to provide for its own people, independent from foreign economies 
· According to this idea, countries should evenly distribute their investments across all sectors of the economy and in all areas (urban and rural)
· The state must make efforts to reduce poverty in the country 
· This idea supports a closed economic state 
· This means that imports from other countries are limited and taxed at a very high rate in order to improve the odds of home grown industries to be successful 
· The idea of a closed economic state has been put into practice in Africa, China, and India during the 20th century
· Downsides were seen after corruption and inefficiency limited the economic development of the nation 
· Examples
· The Indian government paid failing businesses to stay open
· There is no incentive to continue to work and improve the product 
· International Trade 
· Using international trade to help less developed nations improve differs from the self sufficiency model because trade with foreign nations and companies is encouraged 
· This idea encourages countries to identify the areas of economics where they can be successful, and to heavily invest in those areas 
· When the country identifies the area where they can become successful and they invest in that area, they will soon begin to compete with other foreign nations for space in that market 
· The country will eventually obtain a comparative advantage over other nations at producing their good or service 
· This will mean that those who seek out this good or service will look to this country to provide it 
· When a country has a comparative advantage, it can produce a good or service at a much cheaper rate than other producers 
· Globalization 
· Globalization in the economy 
· We have seen the increasing interconnectedness of economies and businesses in the world 
· We see the spread of different companies all over the world 
· Coffee Shops (Starbucks), MTV and its companies 
· Multinational Corporations 
· Also called transnational corporations 
· These are the primary driving force in globalization 
· These companies have their headquarters in one country and their production facilities in another 
· They can also be described as conglomerate corporations 
· This means that one larger company owns several smaller companies that provide the company with a particular service within the production process 
· Coca Cola and its bottling partners (Ex)
· Outsourcing is the practice of locating production facilities in countries other than where the headquarters are located 
· Companies will outsource their production to other countries for a variety of reasons. 
· Lower taxes, cheaper wages for workers, cheaper land costs, fewer regulations on production 
· New Industrial Countries / Asian Tigers 
· The older centers of manufacturing power have traditionally been in the US, Canada, Germany, the UK, France, and Japan 
· Recently there has been a shift to other countries who have been developing their economies around manufacturing, and these are referred to new industrial countries
· Four specific Asian countries who have recently become NIC’s are also referred to as the Asian Tigers 
· They were a part of the technology boom of the late 20th century 
· These countries are Taiwan, South Korea, Hong Kong, and Singapore 
· The Asian Tigers, along with China and Japan make up an area known as the Pacific Rim Economic Region, the center of Asia’s economic production 
· Foreign Direct Investment 
· Often times, lesser developed nations will directly look for investments from companies in foreign, more developed nations
· This is known as a foreign direct investment 
· If a lesser developed nation wants to attract the investment of a foreign company, it may create special economic zones
· These special zones will offer special tax breaks, less regulation, and other incentives to have the company invest there 
· Even Communist China has developed special economic zones to encourage foreign investment in its country 
· Export Processing Zones
· This is a term that refers to lesser developed nations relaxing labor restrictions and providing tax incentives for export-driven companies
· These are also known as Free-Trade Zones
· Duties and Tariffs are dropped by the home country 
· Maquiladoras 
· Mexico has established Maquiladora Zones
· These are a special economic zone along the northern border with the United States 
· US MNC’s will outsource labor to Mexico in these zones and take advantage of the cheaper labor available in Mexico 
· Mexico also offered special tax incentives to the companies located in these zones, allowing the products produced to be shipped out of Mexico free of charge 
· This program was created by the Mexican government to try and provide jobs for farmers who were no longer able to make a living off of the land 
· Problems such as overpopulation and pollution have been seen as a result of people moving to the cities where the Maquiladora program is taking place 
· New International Division of Labor 
· This is taking Henry Ford’s concept of Division of Labor, and using it on the international scale 
· Instead of having all parts under one roof, companies will have their production sites located all over the world 
· Parts will be made in many different countries, and then sent to another country to be assembled
· Of course this is not possible without cheaper transportation costs and improved transportation / logistical technology 
· Free and Fair Trade 
· Use of foreign direct investment 
· Good = Companies are making investments in foreign nations helping in their development 
· Bad = Companies are exploiting the resources and people of the lesser developed nation for their gain 
· Free Trade
· Allowing Multinational Corporations to outsource their work without many regulations 
· Bad = this does not protect the people or resources of the lesser developed nation 
· Fair Trade
· Creates more oversight of the MNC and their use of people and resources in lesser developed nations 
· Forces companies to pay “living wages” in that country 
· Structural Adjustments and Privatization 
· World Bank and International Monetary Fund 
· Used to try and improve the socioeconomic status of people world wide 
· These are two supranational organizations which regulate international trade and supply money to developing nations through low interest loans 
· These loans given do have certain stipulations 
· Structural Adjustments = the loan must be used in order to make economic changes within the nation 
· Privatization 
· Selling off of publicly controlled companies and industries to corporations
· Instead of being run by the government, the company is now controlled by a private organization
· Helps to create greater efficiency 
· Can hurt b/c people once received good / service for free
· Now they must pay
· However, privatization generally leads to improved quality of service 
· While the short term might be difficult, the long term benefits usually greatly outweigh these difficulties 
· Non Governmental Organizations 
· These are non profit organizations whose aim it is to help lesser developed nations and their people 
· Doctors without Boarders; Save the Children 
· Represent many different cases throughout the world 
· Generally concerned with human rights and health issues 
· Supply money, logistical support, and resources to local governments and businesses 
· Environment 
· With increasing human development around the world, many are concerned with the earth’s ability to sustain human population and development world wide 
· Because wealth has become more abundant, and transportation cheaper, there are not many places in the world that are off limits to travel 
· Some are concerned with the impact on the environment that increased travel to that place can have 
· Ecotourism is an answer to that concern 
· This is an example of “more environmentally” friendly ways of traveling and experiencing sensitive environmental areas 
· Sustainable Development 
· This idea helps to approach the concern of human consumption of natural resources and the earth’s ability to sustain human population growth and development 
· The focus is on rate of human growth and resource consumption 
· UN Commission on Sustainable Development called for a more careful use of resources 
· Soil conservation, avoiding overfishing, preserving forests / rainforests, protecting animals from extinction, reducing air pollution 
· Global Warming
· Theory is that when certain green house gases are spewed into the air, they act as a shield which traps heat from the son on the earth 
· Theory is that trapped heat is causing a rise in the earth’s temperature, causing negative environmental effects  
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