Industrial Location:  World Regions (Stutz Chapter 9)
Objective:  To explore the implications of industrial location for communities, regions, and countries.
The Forces of Technology

1. The role of machines and technology release people from labor drudgery, but they have also displaced millions of workers.  Has the release from drudgery resulted in the collapse of work?

2. What are the forces of technology?  
· Traditional viewpoint is that technology develops from its own imperative to increase labor productivity.
· An alternative view is that the technology develops according to social relations based on its potential to do social good (although this potential can be misused),  

The Changing Geography of Industry and Employment
1. Industrial restructuring can improve human welfare, but it may result in social inefficiency.
2. Industrial restructuring and movement of industrial jobs to LDCs impacts on developed countries, especially Britain as well as the U.S. 
3. In LDCs, the new manufacturing regions attract on selected industries or parts of industries, making them vulnerable to outside control by multinational firms.
4. New industries rarely meet consumption needs of poor people, but can pollute environments, affect local cultures, and exploit labor—especially females.
5. The driving force behind multination corporations is the need to survive in a highly competitive world.
Forces of Production and Social Relations

1. Forces of production include labor, natural resources, and capital.

2. Conflict emerges between owners of means of production and workers employed to operate these means.

3. Private ownership has two dimensions: (a) competition among owners of means and (b) cooperation and antagonistic relations between owners (capital) and workers (labor).

4. Relations among owners. Capitalism leads to production decisions under the pressures of competition.  Competition promotes success but is also a source of tension.

5. Relations between capital and labor.  Competition forces investment in technology to increase productivity and wages, but it also leads to lower employment or more periphery employment that lowers labor’s bargaining power.

6. Competition and survival in space.  The world has become a “global factor” with a new international division of labor based on high-skilled jobs using sophisticated technology in developed countries and low-skill jobs in developing countries.  
Where Industry is Located
1. North America.  Location still centered in Northeastern U.S. and Southeastern Canada (called the North American manufacturing or “rust” belt.)

a. First settled in the 17th and 18th century it is lined by a transportation system that includes the St. Lawrence River and the Great Lakes, connected to the East Coast and the Atlantic Ocean by the Mohawk and Hudson Rivers.

b. The New England district is noted for highly skilled labor and ingenuity and includes nearby universities in Boston.
c. Figure 9.3 shows other manufacturing regions in the U.S.
d. Computer manufacturing is shown in Figure 9.4, with the greatest concentration in California.
2. Europe.  Location of manufacturing is in a north-south linear pattern from Scotland through England, through the mouth of the Rhine River Valley, through Germany and France, to northern Italy.

a. The Industrial Revolution started in the United Kingdom in 1750, based on iron and steel production and textile and woolen manufacture.

b. Germany and Japan, with U.S. assistance rebuilt after WWII gaining industrial success against Great Britain.
c. The Rhine River is the main waterway of European commerce, emptying into the North Sea at the Dutch city of Rotterdam—the world’s largest port.
d. Northern Italy has attracted manufacturing due to lower wages and cheap hydroelectricity from the Alps.
3. Russia and the Ukraine.  Five major industrial regions exist within the former Soviet Union.

a. Moscow, near the population center of Russia takes advantage of a large, skilled labor pool and a large market, primarily for textiles, but also for iron and steel, transportation equipment, chemicals, and motor vehicles.
b. Eastern Ukraine to the southwest of Moscow benefits from rich coal deposits, attracting iron and steel producers.

c. The linear Volga Region to the east of Moscow is the principal location of substantial oil and gas deposits.  It is also linked to the Black Sea from the Volga River.

d. Just east of Volga in the Urals Region where the Urals Mountains have the largest deposits of industrial materials in the former Soviet Union.

e. The Kuznetsk Basin is the chief industrial region to the east of the Urals.

Globalization of World Manufacturing

1. The new international division of labor asserted itself as the rate of worldwide economic growth declined following the 25 year post World War II boom.  

2. The decline began with the “Great Recession” in 1974-75 after the first oil shock in 1973. 

3. The manufacturing output of advanced countries showed slowed dramatically in the 1970s and actually fell in Great Britain.
4. The highest rate of manufacturing decline in the U.S. was in the Midwest or “Rust Belt” but manufacturing actually increased in the late 1970s and 1980s in low conflict, low wage states, including “Sun Belt” states.
5. The most rapid growth in manufacturing output occurred in East and South Asia, including Japan, South Korea, Taiwan, Hong Kong, Malaysia, and Singapore.
6. Manufacturing growth has been slower in Africa and South Asia.
7. Between 1974 and 1995 the advanced industrial countries lost 20 million manufacturing jobs while newly industrialized countries added 16 million jobs.
8. Is this shift in share good or bad?  Average wage income has fallen globally, but consumers have benefited from competition and lower prices.  The flow of global capital by multinational corporations is not sensitive to the full social cost of their actions, but are forced (through competition) to primarily consider private costs of production.
9. Textile manufacturers.  Clothing manufacturing has shifted from developed to developing market countries.  (Table 9.3)
10. Automobiles.   Automobile component manufacturing is focused on Japan, the U.S., and Western Europe and is dominated by giant transnational firms.  Assembly operations are beginning to occur in developing countries (Mexico, China)
11. Microelectronics.  The transistor was built in the U.S. by Bell Telephone Laboratories in 1948.  By 1960 the integrated circuit was produced and by the early 1970s the microprocessor was born.  By 1990 Japan surpassed the U.S. in the world production of semiconductors.
The Relocation of American Manufacturing Industry

1. Deindustrialization in the U.S. during the 1970s and 1980s occurred as American Companies reacted to prolonged economic crisis and declining profit rates.

2. American firms downsized and switched capital in space.

3. Firms relocated from the American Manufacturing Belt and moved out of central cities to the suburbs, aided by intercity trucks and the interstate highway system.

4. California attracted a cluster of high-tech industries and related services, centered around electronics and the declining defense industry.

5. A new round of industrial expansion took place during the latter 1990s with a disciplined pool of highly skilled that emphasizes high value added products—electronic equipment, electrical machinery, firearms, tools, and recently biomedical products.
6. Lower transportation costs have shifted the location of automobile assembly plants, resulting in few firms.  Just-in-time inventory management is encouraging component plants to locate close to assembly plants.

7. Foreign direct investment (Toyota plant in San Antonio) is also increasing.

The Japanese Model for Industrialization

1. Recently tarnished by recession its economic achievement after WWII has been remarkable even though it is practically devoid of significant raw materials for major industry and, hence, relies on imports.

2. Japan historically had abundant human resources that are relatively homogeneous and committed to a high degree of national consensus.

3. Japan’s Ministry of International Trade (MITI) directed savings and investment among industries under what has been called Japan Incorporated.

4. Recently, more Japanese young people are unwilling to sacrifice their individuality and are less committed to the work ethnic of their predecessors.
5. The drive for economic growth at the expense of social welfare, the environment, and international relations has led to problems.

a. International relations suffer from tensions with trading partners.

b. The location of industries “offshore” in newly industrialized countries has fostered competition in South Korea, etc.

c. The large Japanese companies “exploit” small, low wage domestic firms in order to keep labor costs low.

d. Savers have been exploited through banks that offered low interest rates and cooperated with the MITI to allocate capital among chosen large industrial firms.
e. Environment pollution has been ignored.

f. Regional imbalance has occurred between the core region and the rest of the country.

g. Urban concentrations have added to congestion, noise, lack of parking, auto accidents, air pollution, and land madness.

Industrialization in the Developing World

1. Deindustrialization in the West Hemisphere in the 1970s and 1980s was not matched by industrialization of all countries in the developing world.  Rather in 1990, a relatively few newly industrialized countries dominated world exports of industrial commodities.  (Four Southeast Asian countries—Hong Kong, South Korea, Singapore, and Taiwan accounted for one-third of industrial commodity exports.) 

a. NICs changed their industrial strategy from one based on import substitution to one based on exports.

b. Other countries, like Mexico and Argentina, primarily exported traditional manufactured goods favored by raw material conditions.

c. Countries with few natural resources (East Asian countries) tailored their industrial bases to world economic needs.

2. Import-substitution failed because entrepreneurs did not have adequate capital nor technology to begin domestic industrialization—foreign multinational came to the rescue.

3. Export-led industrialization was able to sustain growth through its linkage to external markets—operating especially in export-processing zones.

4. Multinationals established operating systems between locally owned and foreign owned companies through out-sourcing contracts.  Although projects may be called joint ventures involving local capital, “independent” development soon became dependent industrialization under the control of foreign capital.
5. The Key Point:  Third World exports to developed countries are part of a unified production process controlled by firms in the advanced industrial countries. 

6. Export-led industrialization moves work to workers instead of workers to work.  Most of the work in export-processing zones is in electronics and electrical assembly or in textiles.  Young, unmarried women are the prominent workforce.

7. Is this exploitation?  Women are paid less than men for the same job.  The traditional culture of the country has changed, especially among young women.

8. Can export-oriented industrialization lead to the creation of an indigenous, self-expanding economy?  Essential elements:

a. Commitment to education

b. A high level of national savings (restrict flow of capital abroad, low tax rates on savings, limit importation of luxury goods.)

c. A strong political framework (avoid excess public debt)

d. Focus on higher valued added exports 

9. IMF emphasis on “structural adjustment” policies:

a. Currency devaluation (floating exchange rates)

b. Net export promotion

c. Privatizing of state industries

d. Government budget cuts 

10. Two other factors favoring development are a country’s relative geographic advantage and reduction in strains generated by past population growth explosion.
11. A small, but growing number of countries are moving from the “have-not” to the “have” status, while many more remain behind.

World Industrial Problems

1. Decreasing demand for industrial products since mid-1990s as world has approached saturation for many consumer goods, changing technology has lowered the demand for some products, and there is greater emphasis on quality of products that last longer.

2. Excess world capacity developed as many countries want to develop their own capacity (steel industry, for example) as a hedge against world inflation and dependence on foreign imports.

3. Developed countries are challenged to find new markets for their industrial output—the solution in competition is to increase productivity.

a. Competition is increasingly from market blocs of countries, such as the EU, that allow companies to take advantage of agglomeration economies or natural resources.

b. Multinational companies will continue to operate in countries other their the country of origin to overcome import restrictions as well as lower costs of production.
c. Rich city-poor city regions will develop within countries—Northern Italy per capita income is three times that in Southern Italy.

4. Developing countries have a special set of problems including accessibility to distant world markets, lack of real investment capital, lack of trained labor capable of producing a manufacturing class, and lack of surrounding infrastructure.

5. Recent worldwide attention has developed from “sweatshops” in developing countries affecting human rights of workers and the Asia’s “financial meltdown” based on over investment and corruption that spread to other countries. 
