Industrial Activity and
Geographic Location
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I Ind. Rev. began in Midlands of Nor@Gentral
England-diffused eastward

I Affected production, transportation, and
communication (stearrengine, locomotive,
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A The Location Decision
I Primary industriesc located near raw mat.s

I Secondary industrieg less dependent on
resource location
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I Economic models assume:

A 1) People will try to maximize their
advantages over competitors,

A 2) They will want to make as much profit as
possible,

A 3) They will take into account variable cost:
cSYSNE&: G(GNFYALRNIL

I Friction of distanceg increase In time and
cost that comes w/ increasing distance

I Distance decagimpact of a function or
activity will decline as one moves away

from its origin




A Harold Hotelling Model (Two dimensional)

I Locational interdependence 1 the location
of 1T ndustries canot Db
the location of other industries of like kind

I Two vendors located on pts. A & C,
eventually gravitate toward pt. B (moving
from this pt. will only hurt profitability)

I Athird vendor complicates this (spatially)

% The Hotelling Beach




A Least Cost Theory (1909)

Al fred

We b elrowwrsersmmfo d e |

manufacturing plants seek to minimize
three costs: 1) Transportation, 2) labor, and
3) agglomeration

Weight-losing case: final product weighs

less than raw mat.s; location = source

‘Weber's Weight-Lozing Case
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I Weight-gaining case: final product weighs
more (or takes more space) than raw mat.s
(e.g. addition of water); location = market

I Some argue Weber 0s mo
adequately account for variations in costs
over time (e.g. taxation, consumer demand)

I Substitution principle T decreases in
certain costs can offset increases in others

Weber's Weight-Gaining Case ‘weber's Weight-liaining Case ‘Weber's Weight-G aining Case
[Optimal Location of Processing)
Unit Cost Urit Cost Unit Cost
[Transp) [Transp] [Transp)
Source Processing Market Source Processing  Marke ¢ M ark et
Location Locatian

Processing



Christalleros Cent
I (will go into more detail next
week.)

Distance affects the marketing
strategies of enterprises

Businesses identify one location,
POSSESS a monopo|y Central Flace Theory

A Hexagons display a g@*@»
nesting pattern; o
Christalle
IS not as accurate
today (diminishing
specialization)

Do Do T Do




A August Losch

Profit-maximization: firms will identify a
zone of profitability (not just a point)

Other businesses can come in and change
the configuration of that zone

Agglomeration can give the entire area a

competitive advantage

DIAGRAMMATIC REPRESENTATION OF ECONOMIC
INFLUENCES ON BUSINESS LOCATION

xﬂﬂu-ﬂ

Zone of profitability

Price

Space



M
Open-air laundry in
Mumbai, India

Factors of Industrial
Location:

Raw Materials-e.g.
Japan has few, but
had labor & low
wages

Labor-e.g. 19941
wages I n Sh
Pudong dist. = 1/40
Japan, 1/30 Taiwan

Infrastructure-banks,
transportation,
communication,
socl al Sser v



A Transportation

A ficont ai ner styg-shipdavicuck];r a i
cheapest rates i truck = shortest, rail =
medium, ship = greatest distances; weight &
volume (

A Energyi e.g.

! reliance on foreign
sources is higher

_ than ever in U.S.
A Others 7 political
stability, other
businesses, taxes,
climate, personal
preference




Resources and Regions:
The Global Distribution
of Industry



A Four Primary Industrial Regions:
I Eastern North America (largest)
I Western & Central Europe
I Russia & Ukraine
I Eastern Asia (fastest growing)

A Industrialization Through WWI
I Britain - enormous comparative advantage
I Industrialization expanded along coal deposits
I Colonialism supplied Europe w/ raw mat.s
I Ind. Rev. diffused (exp.) from core regions
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North America

NY( great relative location, brealof-bulk (e.g. ship
to-rall) point

benefited from nat. resources, trans. networks,
capital, and labor

Most of the rest of the world lagged far behind
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A Mid-Twentieth Century Industrialization

Oil & natural gas played a key role (U.S. Is very
dependent on foreign sources today)

' d{ ® SYSNHSR |a 0GKS 42N
(escaped destruction of WWI)
American Manufacturing Belt NE
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NORTH AMERICAN
MANUFACTURING

:] American Manufacturing Belt
(Continental Core Region)

.| Other major industrial regions
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East Asia

A Isolated from world
markets (European
imperialism) S
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Pusan, South Korea
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I A Late Twentieth Century
and Beyond

i @aC2dzNJ ¢ A IS
Korea (Seoul), Taiwan
(Taipel), Hong Kong,
Singapore (industrial
powers)

I Chinac rapidly
growing in influence

I Japan is losing Its
dominance
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Concepts of Development



A Economlc Activities (revisited)

Primaryc ext.;

Secondary manufacturing

Tertiarycd SNIWA OS OUN)I yaods &t
Quaternaryg exchange or application of info.,

knowledge, or capital (finance, insurance & real
SadalrasSsy fS3alFt ASNAOSaEZ

Quinaryc higher order, speciallzed knowledge or sk
(scientific research, high management)

Relationship b/w industrialization and urban locatior
changed over time
A First industries were rural (e.g. watgsowered)

A Mass production factories of early 1900s were urban
based (e.g. cheap labor)

A Expansion of tertiary, quaternary, &uinary activities
closely associated w/ growth of suburban areas (e.g.
YFffas SRIS OAUASAZXO




A Agglomeration (revisited):

Occurs when :

a cluster of activities create enough demand for
support services

Activities needing access to information & contirec
tend to concentrate (e.g. facéo-face Is better, no
matter how rapid other forms of comm. are (e
YFAfS LIK2YySZIX00

Odzf GdzN> f AyaoAaddziAz2ya
attracted to the area

Deglomeration = too many activities (of the wror
type); traffic, pollution, capital shortages, inc. lan
LINA OSa = X



A GNP (Gross National Product):

I Total value of all goods and services produced by a
country in a single year (includes domestic &
International)

GNP Does NOT:

I Include informal econ.

i reflect negative spinoffs (e.g. resource depletion,
LI2f €t dziA2Yy S LINAA2YAEASXU

i illustrate distribution of wealth (UAE = >$15,000 p.c

Alternative measures:

I Occupational structure

| Productivity per worker,

I Consumption of energy per person
I Trans. & comm. facilities per person
|

Dependency (young & old) ratio, social indicator rat
(e.qg. literacy, inf. mortality)



U.S. Global Trade

Regions ranked as a percentage of total U.S. trade

@) Nafta-29.1% @ Japan-12.7% ) Africa - 2%
(D East Asia NICs - 19.4% @ Latin America - 8.3% @ E. Europe & FSU - 1%
P cu-188% ) Middle East-2.6% @ India-0.9%



A Core-Periphery (revisited)

Worl d Systemos
(Immanuel Wallerstein)

I Core-periphery link can "
exist at many scales: w/in a region-’(}Los ngeles is
core of S. Cal.), w/in a country (Johannesburg is a core
of S. Afr), global (Japan is a core of E. Asia)

North-South Line

I map of economic development in 1960s

i A 1tworld (US, Eur, Japan) market economies
dominating the

i A 89Wworld,

i w/ "A%Rorld (USSR & China) traveling down a state-
planned economic path)




A Models of Development

Liberal:

A Assume all countries are capable of
developing economically in the same way,

A disparities b/w countries & regions are the
result of short-term inefficiencies in local or
regional markets

Structuralist:

A Economic disparities are the result of
historically derived power relations w/in the
global economic system;

A cannot be changed easily (misleading to
assume all areas will go through the same
process of development)



A Modernization Model

I Walt Rostow 1 1960s; 5 stages:

1. The Traditional Society: high % in agr.
(subsistence), high % of national wealth spent
on nNnPomwmductiveo areas (

2. Preconditions for Take-Off: Educated elite
Influence pop. to invest in tech. &
infrastructure; inc. in openness & production

3. Take-Of f : Nl ndustri al Rev
Industrialization, but still some trad. Areas

4. Drive to Maturity: Tech. diffuses, ind.
specialization, modernization occurs in core

5. Age of Mass Consumption: high incomes,
widespread prod., majority in service sector
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level of development

Rostow for Mathy types

The Traditional
Society

time



A Dependency Theory (0

I Political & economic relationships b/w
countries & regions control & limit the
developmental possibilities of less well-off
areas (e.g. Imperialism caused colonies to
be dependent T this helps sustain the
prosperity of dominant areas & poverty of
other regions)

I Only at later stages of development does
the core have a positive impact on the
periphery (grants, loans, special economic
zones, €)



A Conditions for Core Development:

Core i regions w/ concentrations of
employment, capital & economic control,;
develops w/ agglomeration

Attract new investment through:

A Backward linkages 1 supply firms w/
components & services

A Forward linkages i help firms find uses &
markets for their products

A Ancillary industries 7 firms providing
services for other corporations

A Investment into infrastructure &
technology



York City




A Conditions in the Periphery (revisited)

I High rates of birth, death, infant mortality,
Illiteracy, malnutrition, incidence of
disease, rural populations, overcrowding in
urban areas

I Womenos wor kl oads ar e
menos, | andhol di ngs ai
(w/ poor harvesting tech.), soil erosion is
commonpl ace, familil es

I A countryos core may I
but often differs greatly w/ most areas






