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The World Economy: Geography, Business, Development, Sixth Edition, offers a comprehensive overview of the discipline
of economic geography and how it sheds light on issues of development and underdevelopment, international trade and
finance, and the global economy. In an age of intense globalization, an understanding of these issues is central to both
liberal arts and professional educations, including the concerned voter, the informed consumer, and the alert business
practitioner.

In keeping with the discipline’s growing concern for political and cultural issues, which recognizes that the economy
cannot be treated separately from other domains of social activity, The World Economy focuses on the political economy
of capitalism, including class, gender, and ethnic relations. Throughout, it synthesizes diverse perspectives—ranging from
mainstream location theory to poststructuralism—to reveal capitalism as a profoundly complex, important, and fascinat-
ing set of spatial and social relations. It explores conceptual issues ranging from the locational determinants of firms to
the role of the state in shaping market economies. It approaches international development in an intellectually critical
manner, emphasizing multiple theoretical views concerned with the origins and operations of the global economy.
Anyone concerned about population growth and its consequences, environmental degradation, energy use and alterna-
tives to fossil fuels, technological change, international competitiveness, public policy, urban growth and decline, and
economic development in the underdeveloped world, requires a basic understanding of economic geography.

NEWTO THE SIXTH EDITION

The sixth edition has been thoroughly updated to reflect the current dynamic nature of the world economy. Updates
include:

e Twelve new case studies provide relevant applications to add additional context and exploration of the chapter
concepts, set aside so as not to interrupt the main flow of the chapter narrative:

Chapter 2: Railroads and Geography

Chapter 3: Population and Land Degradation
Chapter 3: The Great Depression (Baby Bust) Ahead
Chapter 4: Resources: Wind Energy

Chapter 6: Agro-Foods

Chapter 7: Export Processing Zones

Chapter 8: Medical Tourism

Chapter 9: Chinese Internet Censorship

Chapter 10: Environmental Impacts of Cities

Chapter 11: Commodity Chains

Chapter 12: North American Free Trade Agreement (NAFTA)
Chapter 14: Remittances

e Revised discussion of manufacturing streamlines coverage of U.S. manufacturing substantially and enhances
coverage of the causes of deindustrialization. Discussion of the global shift of manufacturing to the developing
world is included.

e Updated coverage of services adds a short section on the financial crisis and recession that began in 2008, and
enhances discussion of tourism.

e Streamlined coverage of transportation and communications shortens the discussion of the technicalities of
transportation costs and aspects of communications technologies. Data on the use of the Internet have been updated
throughout.

¢ Revised coverage of cities and urban economies adds a section on the urban division of labor. Discussion of res-
idential choice has been streamlined. Given the rising significance of environmental issues, discussions of related
topics such as urban sustainability have been integrated.

e Updated material on international trade and investment expands arguments in favor of protectionism.

¢ Reduced emphasis on the United States allows for greater exploration of other regions, such as the European
community and the developing world.

e Population data are updated throughout. Discussion of Malthusianism is enhanced, and coverage of the baby
boom is included, showing the perilous tension between the reduction of consumption (which drives the economy)
and the increase in the cost of aging through entitlement and health care costs.

¢ Discussion of the Weber model is streamlined in the book’s theoretical coverage.
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e Revised agriculture coverage reorganizes material on preindustrial agriculture.

e End-of-chapter material throughout has been revised and updated, including recommended readings and
Websites, key terms, and study questions.

e Tables and data throughout the text are updated—by far the most comprehensive of any textbook on the world
economy and economic geography.

e A new Premium Website at www.mygeoscienceplace.com. The new edition is supported by a Premium
Website, accommodating instructors’ need for a variety of teaching resources to match this dynamic discipline.
Modules include:

e New geography videos (from TVE’s Earth Report and Life series)

In the News RSS feeds of current news related to chapter topics

Web links and references

e Quizzes

e PowerPoint® presentations of lecture material and JPEG and PDF files of all tables and most figures

The World Economy offers a comprehensive introduction to the ways in which economic activity is stretched over
the space of the earth’s surface. Economists all too rarely take the spatial dimension seriously, a perspective that implies
all economic activity occurs on the head of a pin. In the real world, space matters at scales ranging from everyday life
to the unfolding of the capitalist world system. Geographers are interested in the manner in which social relations and
activities occur unevenly over space, the ways in which local places and the global economy are intertwined, and the
difference that location makes to how economic activity is organized and changes over time. No social process occurs in
exactly the same way in different places; thus, where and when economic activity occurs has a profound influence on
how it occurs. As globalization has made small differences among places around the world increasingly important, space
and location have become more, not less, significant.

Some students wrongly assume that economic geography is dominated by dry, dusty collections of facts and
maps devoid of interpretation. This volume aims to show them otherwise: Economic Geography has become profoundly
theoretical, while retaining its traditional capacity for rich empirical work. Others are intimidated by the mathematics of
neoclassical economics, believing that economic analysis can only be done by those with advanced degrees. This volume
does not presume that the student has a background in economics. It makes use of both traditional economic analysis as
well as political economy to raise the reader’s understanding to a level above that of the lay public but not to the degree
of sophistication expected of an expert. In doing so, this book hopes to show that economic geography offers insights
that make the world more meaningful and interesting. It is simultaneously an academic exercise, in the sense that it sheds
light on how and why the world is structured in some ways and not others, and a very practical one, that is, as a useful
narrative for those studying business, trade, finance, marketing, planning, and other applied fields. Each chapter includes
a summary, key terms, study questions, suggested readings, and useful Websites for those curious enough, brave enough,
and energetic enough to explore further. Following the introduction (Chapter 1), Chapter 2 puts today’s economic issues in
a historical context by providing an overview of the rise of capitalism and its global triumph over the last half-millennium.
The volume then lays out the basics of population distribution and growth (Chapter 3) as well as the production and use
of resources (Chapter 4), two major dimensions that underpin the economic health (or lack thereof) of different societies.
Chapter 5 summarizes major theoretical issues that run throughout the subsequent explications of agriculture, manufac-
turing, and services (Chapters 6-8). Chapter 9 focuses on the movement of people, goods, and information, reflecting
geography’s mounting concern for flows rather than simply places, while Chapter 10 delves into the economic geography
of cities. Consumption, a topic too often ignored in this field, is taken up in Chapter 11. Chapters 12 and 13 describe
global patterns of international finance, investment, and trade, that is, the networks of money, inputs, and outputs that
increasingly suture together different parts of the world. Finally, Chapter 14 focuses on the three-quarters of humanity
who live in the developing world, including issues of the uneven geography of capitalist development, poverty, and the
possibilities of growth in a highly globalized world system.

CAREERS INVOLVING ECONOMIC GEOGRAPHY

Aside from the appreciation of how economic landscapes are produced, how they change, and their implications for cit-
izens, tourists, consumers, and voters, Economic Geography is increasingly important to the professional world. Given
how significant globalization has become in the contemporary world, there is almost no career that does not involve some
understanding of the dynamics of the world economy. Businesses and corporations increasingly operate on a worldwide
scale, in several national markets simultaneously, and must cope with foreign competitors, imports, and currencies.
National, and increasingly local, public policy is shaped in part by international events and processes. A key goal of this
volume, therefore, is to encourage students to “think globally,” to appreciate their lives and worlds as moments within
broader configurations of economic, cultural, and political relations. For example, people with an appreciation of
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Economic Geography never view the grocery store in the same light: What once appeared ordinary and mundane
suddenly becomes a constellation of worldwide processes of production, transportation, and consumption.

Economic Geography is useful professionally in several respects. It allows those who study it to understand corpo-
rate behavior in spatial terms, including investment, employment, and marketing strategies. It facilitates the complex and
important decisions made by managers and executives. Consulting firms often use Economic Geography principles in as-
sisting firms in deciding where to invest and locate production. The analysis of global processes is vital to those involved
in public policymaking and the rapidly growing world of nongovernmental organizations. An understanding of trade
regimes, such as the North American Free Trade Agreement (NAFTA) or the European Union, for example, is critical to
appreciating trade disputes and currency fluctuations.

Anyone involved in business, marketing, advertising, finance, transportation, or communications will benefit from a
grounding in Economic Geography. As corporations increasingly become global in orientation, knowing about the
world’s uneven patterns of wealth and poverty, changing development prospects, energy usage, and the mosaic of gov-
ernment policies around the world is essential. Many jobs that involve Economic Geography are not labeled “geographer”
per se, but fall under different titles. A useful introduction to careers in this field may be found at the Website of the
Association of American Geographers (http://www.aag.org/), which has a section on jobs and careers.
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excellent instructional package.

PREMIUM WEBSITE FOR THE WORLD ECONOMY: GEOGRAPHY, BUSINESS,
DEVELOPMENT

The World Economy, Sixth Edition, is supported by a Premium Website at www.mygeoscienceplace.com, accommo-
dating instructors’ need for dynamic teaching resources to match this dynamic discipline. Modules include:

e New geography videos (from Television for the Environment’s Earth Report and Life series)
RSS feeds of current news related to chapter topics

Web links and references

e Quizzes

e Lecture PowerPoints®

Television for the Environment's Earth Report Geography Videos on DVD (0321662989)

This three-DVD set is designed to help students visualize how human decisions and behavior have affected the environment
and how individuals are taking steps toward recovery. With topics ranging from the poor land management promoting the
devastation of river systems in Central America to the struggles for electricity in China and Africa, these 13 videos from
Television for the Environment’s global Earth Report series recognize the efforts of individuals around the world to unite and
protect the planet.

Television for the Environment's Life World Regional Geography Videos on DVD (013159348X)

This two-DVD set from Television for the Environment’s global Zife series brings globalization and the developing world to
the attention of any geography course. These 10 full-length video programs highlight matters such as the growing number
of homeless children in Russia, the lives of immigrants living in the United States trying to aid family still living in their na-
tive countries, and the European conflict between commercial interests and environmental concerns.

Television for the Environment's Life Human Geography Videos on DVD (0132416565)

This three-DVD set is designed to enhance any geography course. These DVDs include 14 full-length video programs
from Television for the Environment’s global Life series, covering a wide array of issues affecting people and places in the
contemporary world, including the serious health risks of pregnant women in Bangladesh, the social inequalities of the
“untouchables” in the Hindu caste system, and Ghana’s struggle to compete in a global market.

Goode's World Atlas, 22nd Edition (0321652002)

Goode’s World Atlas has been the world’s premiere educational atlas since 1923, and for good reason. It features over
250 pages of maps, from definitive physical and political maps to important thematic maps that illustrate the spatial
aspects of many important topics. The 22nd Edition includes 160 pages of new, digitally produced reference maps, as well
as new thematic maps on global climate change, sea level rise, carbon dioxide emissions, polar ice fluctuations, deforesta-
tion, extreme weather events, infectious diseases, water resources, and energy production.

TestGen® Computerized Test Bank for The World Economy: Resources, Location, Trade, and Development
(download only)

TestGen® is a computerized test generator that lets instructors view and edit Test Bank questions, transfer questions to tests,
and print the test in a variety of customized formats. This test bank includes approximately 1000 multiple-choice, true/false,
and short-answer/essay questions mapped against the chapters of 7The World Economy, Sixth Edition. Questions map to the
U.S. National Geography Standards and Bloom’s Taxonomy to help instructors better structure assessments against both
broad and specific teaching and learning objectives. The Test Bank is also available in Microsoft Word® and is importable
into Blackboard and WebCT.

Instructor Resource Center (download only)

The Pearson Prentice Hall Instructor Resource Center (www.pearsonhighered.com/irc) helps make instructors more
effective by saving them time and effort. This Instructor Resource Center contains all of the textbook images in JPEG and

PowerPoint formats, and the TestGen Test Bank.
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The videos listed here, available on the book’s Premium Website with quizzes, are real-world examples of the effects of
globalization on the world economy, on local communities, and on individuals in the contemporary world. These videos
are taken from Television for the Environment’s Life and Earth Report series.

Chapter 1: Cash Flow Fever

There have always been economic migrants—people who swap regions, countries, even continents—to find better wages
to pay for a better life. Immigrants living in the United States send millions of dollars back to countries of origin each year.
This video examines their lives in America and how their remittances (money sent home) impact their villages and families.

Chapter 2: The Trade Trap

Many barriers to international trade have fallen, but now the developing world faces new challenges. This video exam-
ines Ghana’s attempt to compete in a global market with maize, poultry, bananas, pineapples, and smoked fish.

Chapter 2: The Outsiders

Population issues, cultural westernization, and drugs flowing into Ukraine within the vacuum of Communist politics have
threatened the new capitalist economy. Under the Soviet rule in Eastern Europe, young peoples’ lives were defined by
rigid structures. This video explores how newly found freedom and capitalism has brought opportunity, uncertainty, and,
to some, a loss of the sense of belonging.

Chapter 3: Staying Alive
In the developing world, women are still at serious risk of death during pregnancy and childbirth. Fertility and infant mor-
tality rates are high. This video examines the plans to reduce maternal mortality in Bangladesh.

Chapter 4: Blue Danube?

This video tracks the Danube River through Eastern Europe examining both the Communist legacy of neglect and the cur-
rent conflict between commercial interests and environmental concerns. Water pollution, wildlife habitat preservation,
and regional dimensions of environmental problems are discussed.

Chapter 4: Payback Time

This video explores how the reduction of carbon emissions and the need for rapid introduction of renewable energy has
become a race to save the planet. Britain is currently behind many countries in the switch to renewable energy such as
solar and wind power. Installing solar in the UK is so expensive it takes an individual 40 to 50 years to get the money
back. In Germany, it takes just 12 years and they end up making money because people can sell electricity back to the
grid at a price guaranteed for 20 years.

Chapter 4: Warming Up in Mongolia
This video shows how Mongolia is faced with the challenge of erasing the lax Communist environmental past and moving

into a modern society with a free-market economy. Mongol herders are depicted on horseback, yet the major cities pro-
duce high levels of pollution and the whole region is faced with climate change, which threatens a way of life.

Chapter 5: Slum Futures

This video provides a vivid picture of the slums of Mumbai (Bombay), India, and looks at the relationships among capi-
tal, owners, and survival in space. The video concludes with the possibility of improving this dire urban slum situation
and the economic geography of social relations, in situ.

Chapter 6: Coffee-Go-Round

Coffee demand is growing worldwide but coffee growers are in a crisis. This video visits Ethiopia, the cradle of coffee
growing, and speaks to players in the international coffee trade to find out how individual coffee growers can survive the
boom and bust of the global coffee market.
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Chapter 7: Geraldo’s Brazil

This video investigates the effects of globalization on South American manufacturing through the story of Geraldo De
Souza. De Souza is an autoworker in South America’s largest city, Sao Paulo, Brazil.

Chapter 8: Kill or Cure?

This video shows how, for over a decade, India has been the powerhouse behind low-cost drugs for the developing
world, especially Africa and Asia. India’s $4.5 billion pharmaceutical industry is now at a crossroads following a law intro-
duced in January 2005. It's opened a highly charged debate, with opinion split right down the middle.

Chapters 9 and 10: Tale of Two Cities

“It was the best of times, it was the worst of times, it was the age of wisdom, it was the age of foolishness. . . .” This video
draws on Charles Dickens’s opening of A Tale of Two Cities to compare London and Beijing. Both cities have hosted or
will host the Olympics partly on green promises of future sustainability. But do they measure up?

Chapter 10: The Barcelona Blueprint

Once the industrial heart of the region of Catalonia in Spain, Barcelona could have become just another burnt-out, Rust
Belt European city that had failed to find a role in the modern, globalized world. But what set Barcelona apart from other
European cities was a visionary local government that decided on radical redevelopment of the city in the run-up to the
1992 Olympics—a redevelopment that involved all the city’s population. This video examines the result—Barcelona today
is a model twenty-first century city, combining historic buildings with modern architecture in a fusion that has helped
make it one of the most popular tourist destinations in Europe.

Chapter 13: Smokeless in China

China is one of the world’s fastest-growing industrial powerhouses. As the demand for energy increases, the government
invests in large-scale energy projects like the Three Gorges Dam. While large-scale projects provide short-term solutions
for cities, the need of over 600 million people for energy in rural areas is disregarded. But in one rural area, new efforts
are underway to provide people with alternative, low-impact forms of energy. This video travels to the remote province
of Yunnan to investigate how it is beginning to use alternative sources of energy to fuel its rural communities.

Chapter 14: Untouchable

Development and underdevelopment in the developing world is demonstrated in this video by the life of a clothes wash-
er in a low-caste Indian village. Although discrimination by caste is illegal in India, social inequity persists with accompa-
nying underemployment and low labor productivity.

Chapter 14: Power Struggle

In Uganda, 97% of the population is without access to electricity. One of the greatest challenges in Uganda is obtaining
energy for businesses. It is one of the reasons that the country is among the poorest in the world. There isn’t a single pros-
perous country that does not have a secure nationwide power supply. Biomass-dependent countries such as Uganda will
fall ever further behind and become ever more environmentally impoverished until affordable power is available. This
video looks at the African power struggle for light and electricity.
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Economic Geography:
An Introduction

CHAPTER

GEOGRAPHIC PERSPECTIVES

Everything that happens on the earth’s surface is geographic. All social processes, events, problems, and issues, from
the most local—your body—to the most global, are inherently geographic; that is, they take place in space, and
where they are located influences their origins, nature, and trajectories over time. Everything that is social is also
spatial, that is, it happens someplace. Where you are sitting now, how you got there, where you live and work, the
patterns of buildings and land uses in your school or city, transport routes, and the ways people move through
them all are different facets of geography; so are the distributions of the world’s cultures, the patterns of wealth and
poverty, the flows of people, goods, disease, and information.

Geography is the study of space, of how the earth’s surface is used, of how societies produce places, and how
human activities are stretched among different locations. In many respects, geography is the study of space in much
the same way that history is the study of people in time. This conception is very different from simplistic popular
stereotypes that portray geographers as a boring bunch concerned only with drawing boundaries and obsessed
with memorizing the names of obscure capital cities. Essentially, the discipline of geography examines why things are
located where they are. Simply knowing where things are located is relatively simple; anyone with a good atlas can
find out, say, where bananas are grown or the distribution of petroleum. Geographers are much more interested in
explaining the processes that give rise to spatial distributions, not simply mapping those patterns. Much more inter-
esting than simply finding patterns on the earth’s surface is the explanation linking the spatial outcomes to the social
and environmental processes that give rise to them. Thus, geographers examine not only where people and places
are located but how people understand those places, give them meaning, change them, and are in turn changed by
them. Because this issue involves both social and environmental topics, geography is the study of the distribution of
both human and natural phenomena and lies at the intersection of the social and physical sciences.

All social processes and problems are simultaneously spatial processes and problems, for everything social occurs
somewhere. More important, where something occurs shapes how it occurs. Place is not some background against
which we study social issues, but it is part of the nature and understanding of those issues. Geographers ask questions
related to location: Why are there skyscrapers downtown? Why are there famines in Africa? How does the sugar indus-
try affect the Everglades? Why is Scandinavia the world’s leader in cell phone usage? How is the North American Free
Trade Agreement (NAFTA) reshaping the U.S., Canadian, and Mexican economies? Why is China rapidly becoming a
global economic superpower? How has the microelectronics revolution changed productivity and competitiveness and
the global locational dynamics of this sector? What can be done about inner-city poverty?

To view the world geographically is to see space as socially produced, as made rather than simply given, that is,
as a product of social relations, a set of patterns and distributions that change over time. This means that geographic
landscapes are social creations, in the same way that your shirt, your computer, your school, and your family are also
social creations. Geographers maintain that the production of space involves different spatial scales, ranging from the
smallest and most intimate—the body—to progressively larger areas, including neighborhoods, regions, nations, and
the least intimate of all, the global economy.

Because places and spaces are populated—inhabited by people, shaped by them, and given meaning by them—
geographers argue that all social processes are embodied. The body is the most personal of spaces, the “geography
closest in.” Individuals create a geography in their daily life as they move through time and space in their ordinary
routines. Societies are formed by the movements of people through space and time in everyday life. In local commu-
nities, neighborhoods, and cities—the next larger scale—these movements form regular patterns that reflect a society’s
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organization, its division of labor, cultural preferences and
traditions, and political opportunities and constraints.
Geographies thus reflect the class, gender, ethnicity, age,
and other categories into which people sort themselves.
Spatial patterns reflect the historical legacy of earlier social
relations; political and economic organization of resources;
the technologies of production, transportation, and com-
munications; the cultures that inform behavior and guide
it; and legal and regulatory systems. The global economy
itself—an intertwined complex of markets and countries—
involves planet-wide patterns of production, transportation,
and consumption, with vast implications for the standard
of living and life chances of people in different areas.

Geographers study how societies and their landscapes
are intertwined. To appreciate this idea, we must recognize
that social processes and spatial structures shape each
other in many ways. Societies involve complex networks
that tie together economic relations of wealth and poverty,
political relations of power, cultural relations of meanings,
and environmental processes as well. Geographers exam-
ine how societies and places produce one another, includ-
ing not only the ways in which people organize themselves
spatially but also how they view their worlds, how they
represent space, and how they give meaning to it.
Divorcing one dimension, say the economic, from another,
such as the political, is ultimately fruitless, but to make the
world intelligible we must approach it in manageable
chunks. This text centers upon only one aspect of this set
of phenomena, economic landscapes.

Economic geography is a subdiscipline concerned
with the spatial organization and distribution of economic
activity (production, transportation, communication, and
consumption); the use of the world’s resources; and the
geographic origins, structure, and dynamics of the world
economy. Economic geographers address a wide range of
topics at different spatial scales using different theories and
methodologies. Some focus on local issues such as the im-
pacts of waste incineration facilities, while others study
global patterns of hunger and poverty. Conceptual ap-
proaches found in economic geography include models of
supply and demand, political economic analyses focused on
class and power, feminist theorizations centered on gender,
and views that deliberately blur the boundaries between the
“economic” and other spheres of society such as culture,
consumption, and politics. Methodologically, economic
geographers use a range of tools that includes geographic
information systems, mathematical models, and qualitative
assessments based on interviews and field work.

FIVE ANALYTICAL THEMES FOR
APPROACHING ECONOMIC GEOGRAPHY

One means of starting a comprehensive analysis of eco-
nomic geography is through five analytical themes, which
will reappear in different ways throughout this book.
These broad generalizations are designed to encourage
you to think about economic landscapes and include: (1)
the historical specificity of geographies; (2) the intercon-

nectedness of regions, particularly with the rise of the
global capitalist economy; (3) the interpenetration of
human and biophysical systems; (4) the importance of cul-
ture and everyday life in the creation of social and spatial
relations; and (5) the centrality of comprehending social
structures and their spatial manifestations.

1. The study of space is inseparable from the
study of time. If one accepts the discipline of geography
as the study of human beings in space and history as its
temporal counterpart, then this theme implies that geogra-
phy and history are inseparable, indeed indistinguishable.
It is the accumulated decisions of actors in the past—firms,
individuals, organizations, governments, and others—that
created the present, and it is impossible to explain the
contemporary world meaningfully without continual refer-
ence to their actions and the meanings they ascribed to
them. Historical awareness undercuts the common as-
sumption that the present is the “typical” or “normal” way
in which human beings organize themselves, for it is histo-
ry as much as geography that teaches us the full range and
diversity of human behavior, cultures, and social systems.
All geographies are constructed historically, and all histo-
ries unfold spatially. Such an emphasis leads directly to the
question of how histories and geographies are produced,
particularly through the everyday lives of ordinary indi-
viduals. Historical geography—a redundancy, for all geog-
raphy is inescapably historical—is thus much more than
simple reconstructions of past worlds; it is the analysis of
the reproduction of social systems over space-time as they
are transformed into the present.

But there is a broader meaning to unveil here. Taking
history seriously means acknowledging that geographies are
always changing, that they are forever in flux, that land-
scapes are humanly created and therefore plastic and
mutable. History is produced through the dynamics of every-
day life, the routine interactions and transient encounters
through which social formations are reproduced. “Time” is
thus not some abstract independent process; it is synony-
mous with historical change (but not necessarily progress)
and the capacity of people to make, and change, their
worlds. There is, for example, no need to accept the geogra-
phy of poverty (at any spatial scale) as fixed and inevitable,
whether in New York City or Bangladesh. Like landscapes
or buildings, poverty is socially constructed, the outcome of
political and economic forces. To understand how geogra-
phies are produced historically, therefore, is to focus on the
dynamics that underpin their creation. Views that purport to
represent a “snapshot in time,” therefore, are more deceiving
than illuminating; it is the process that underlies the creation
of places that is central, the social dynamics at work, not
their appearance at one instant in time.

2. Every place is part of a system of places.
Unlike traditional approaches to geography, which studied
regions in isolation, this theme notes that all regions are
interconnected, that is, they never exist in isolation from
one another. Indeed, places are invariably tied together to
a greater or lesser extent by the biophysical environment
(e.g., winds and currents, flows of pollution), flows of



people (migration), capital (investment), and goods (trade),
and the diffusion of information, innovations, and disease.
Places are inevitably part of a network of places because
contemporary social relations stretch across regions. It fol-
lows that what happens in one place must affect events in
others; the consequences to action are never purely local.
For example, the Chernobyl meltdown in Ukraine in 1986
led to clouds of radioactive emissions that crossed
Scandinavia and entered North America; the North
American Free Trade Agreement (NAFTA) links regions
from southern Mexico to Quebec; and the jet airplane
made the contemporary world vulnerable to new diseases
such as AIDS and swine flu.

While this theme holds in the study of many places
throughout history, it is especially relevant since the rise of
capitalism on a global basis beginning in the sixteenth
century. More broadly, the global system of nations and
markets has tied places together to an unprecedented de-
gree, including international networks of subcontracting,
telecommunications, transnational firms, and worldwide
markets, as any trip to the grocery store will attest.

3. Human action always occurs in a biophysical
environment. The biophysical environment (or in common
parlance, “nature,” a term that suffers from its popularity
and unfortunately carries connotations of the nonsocial or
“natural”) includes the climate, topography, soils, vegetation,
and mineral and water resources of a region, and affects
everything from the length of a growing season to trans-
port costs to energy supplies. It is important to acknowl-
edge that these factors affect the construction of histories
and geographies. But the interpenetration of people and
nature is a two-way street. Everywhere, nature has been
changed by human beings, for example, via the modifica-
tion of ecosystems; annihilation of species; soil erosion;
air, ground, and water pollution; changed drainage pat-
terns; agriculture; deforestation; desertification; disruptions
of biogeochemical cycles; and more recently, alterations in
the planetary atmosphere (e.g., global warming). Indeed,
human beings can'’t live in an ecosystem without modify-
ing it. More recently, political ecology has much to say
about the interactions of capitalism, culture, and nature. In
short, the formation of geographies is neither reducible to
the biophysical environment nor independent of it.

This theme points to how geographies are produced
in the context of particular biophysical environments and
how those environments are always and everywhere
changed through human actions. For example, think about
human modifications of the New World prior to the
Columbian encounter, which dispels the myth that native
peoples left their world in a state of untouched virginal in-
nocence. Political conflicts over, say, water and petroleum
in the Middle East, or diamonds in Africa, illustrate the role
of nature in current geopolitics. The spatial structure of the
Industrial Revolution may be seen as profoundly precondi-
tioned by the location of the large coal deposits in the
north European lowlands stretching from Wales to Silesia.

4. Culture—the shape of consciousness—is fun-
damental to economic geography. This theme begins
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with the recognition that human beings are sentient beings;
that is, they have consciousness about themselves and their
world, as manifested in their perceptions, cognition, sym-
bolic form, and language, all of which are fundamental to
any understanding of the human subject. Social science is
thus fundamentally different from analyses of the nonhu-
man world, in which the consciousness of what is studied
is not at issue (except, perhaps, in the behavior of some
animals). Moving beyond the usual elementary definitions
of culture as the sum total of learned behavior or a “way of
life” (religion, language, mores, traditions, roles, etc.), so-
cial theory allows for an understanding of culture as what
we take for granted, that is, common sense, the matrix of
ideologies that allow people to negotiate their way through
their everyday worlds. Culture defines what is normal and
what is not, what is important and what is not, what is ac-
ceptable and what is not, within each social context.
Culture is acquired through a lifelong process of socializa-
tion: Individuals never live in a social vacuum, but are
socially produced from cradle to grave.

The socialization of the individual and the reproduc-
tion of society and place are two sides of the same coin, that
is, the macrostructures of social relations are interlaced with
the microstructures of everyday life. People reproduce the
world, largely unintentionally, in their everyday lives, and in
turn, the world reproduces them through socialization. In
forming their biographies every day, people reproduce and
transform their social worlds primarily without meaning to
do so; individuals are both produced by, and producers of,
history and geography. Everyday thought and behavior
hence do not simply mirror the world, they constitute it.
Such a view asserts that cultures are always intertwined with
political relations and are continually contested, that is,
dominant representations and explanations that reflect
prevailing class, gender, and ethnic powers are often chal-
lenged by marginalized discourses from the social periph-
ery. This theme is useful in appreciating how the “economy”
is not sealed off from other domains of social action; culture
enters deeply into economic and political behavior. For ex-
ample, the ideology of nationalism was vital to the historical
emergence of the nation-state. Many industries that rely on
face-to-face interaction, such as investment banking, are
heavily conditioned by cultural norms of trust and behavior.
Ethnicity and gender roles are critical to knowing how
many economies operate.

5. Social relations are a necessary starting point
to understanding societies and geographies. Social
relations, of course, are only one of several ways with
which to view the world; other perspectives begin and end
with individual actors. However, to those who view soci-
eties as structured networks of power relations and not just
the sum of individual actions, the analysis of social rela-
tions is indispensable. Social relations, studied through the
conceptual lens of political economy, include the uneven
distributions of power along the lines of class, gender, eth-
nicity, and place. A focus on power brings to the fore the
role that class plays in determining “who gets what, when,
where, and why,” that is, the ways in which social
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resources are distributed, as a central institution in shaping
labor and housing markets, as a defining characteristic of
everyday life, and as one of the fundamental dimensions of
political struggle.

Political economy’s dissection of the labor process,
and the value-added chains that bring goods and services
into our daily lives, allows for a penetration of what Marx
called the “fetishization of commodities,” the fact that they
hide the social relations that go into their making. Given
the importance of consumption in contemporary soci-
eties, such a perspective allows even the most ordinary of
objects (e.g., a can of Coke) to become a vehicle for the
illustration of social and spatial relations that stretch out
across the globe. Further, the emphasis on social relations
allows for an understanding of capitalism as one of many
possible types of society, of the specific characteristics of
capitalist society, and of the rich insights to be gained
from recent investigations into its structural and spatial
dynamics, including the periodic restructuring of regions,
uneven development, the ways new technologies are in-
corporated into social systems, boom-and-bust cycles, the
service economy, and so forth.

Similarly, feminists have shown how social and geo-
graphic reality is pervasively gendered, that is, how gender
relations are intimately woven into existing allocations of
resources and modes of thought in ways that generally per-
petuate patriarchy. To ignore gender is to assume that
men’s lives are “the norm,” that there is no fundamental dif-
ference in the ways in which men and women experience
and are constrained by social relations. A wealth of feminist
scholarship on everything from employment to housing to
the family has made this view an essential part of econom-
ic geography. Thus, spatial patterns of work and daily life
are constructed around gender relations, including spatial
differences between men and women in housing, work,
and commuting patterns; how such relations typically favor
men and disadvantage women; as well as how gender-
based meanings saturate particular places.

MODES OF THEORIZING IN
ECONOMIC GEOGRAPHY

Different generations of economic geographers have
sought to explain local and global economic landscapes in
different ways at different moments in time. In short, eco-
nomic geography is an evolving discipline whose ideas are
in constant flux. There is no “one” economic geography;
there is only a large array of different economic geogra-
phies from which to choose. Three principal schools of
thought that have long played key roles in this subdisci-
pline are examined here: location theory, political econo-
my, and poststructuralism.

Location Theory

In the 1950s and 1960s, the introduction of computers and
statistical techniques provided a framework for analyzing
location decisions of firms and individuals and spatial struc-

tures (e.g., land-use patterns, industrial location, settlement
distributions). This approach is called logical positivism,
which emphasizes the scientific method in the analysis of
economic landscapes, including the formulation of hy-
potheses, mathematical analysis, and predictive models.

An important part of this perspective, location theory,
attempts to explain and predict geographic decisions that
result from aggregates of individual decisions, such as those
that underlie the locations of companies and households.
Many location theorists modeled spatial integration and
spatial interaction, the linking of points through transport
networks and the corresponding flows of people, goods,
and information, including commuting and migration fields
and shopping patterns. Others sought to uncover the loca-
tion of the elements of distribution with respect to each
other, such as the hierarchy of cities. Spatial structures limit,
channel, or control spatial processes; because they are the
result of huge amounts of cumulative investment over years
and even centuries, large alterations to the spatial structures
of towns, regions, or countries are difficult to make, and
thus change slowly. Spatial structure and social process are
circularly causal: Structure is a determinant of process, and
process is a determinant of structure. For example, the exist-
ing distribution of regional shopping centers in a city will
influence the success of any new regional shopping center
in the area.

Location theorists developed and applied a variety of
models to understand economic and demographic phe-
nomena such as urban spatial structure, the location of
firms, influences of transportation costs, technological
change, migration, and the optimal location of public and
private facilities such as shopping centers, fire stations, or
medical facilities. Models distill the essence of the world,
revealing causal properties via simplification. A good
model is simple enough to be understood by its users, rep-
resentative enough to be used in a wide variety of circum-
stances, and complex enough to capture the essence of the
phenomenon under investigation. Typically, models were
developed, tested, and applied using quantitative methods.

All models are simplifications of the world based on
assumptions, and location theory tended to assume a
world of pure competition in which entrepreneurs are
completely rational and attempt to maximize profits with
perfect knowledge of the cost characteristics of all loca-
tions. This image of an entrepreneur became known as
Homo economicus (“economic person”), an omniscient,
rational individual who is driven by a single goal—to
maximize utility (or happiness, for consumers) or profits
(for producers). Essentially, location theory reduced geog-
raphy to a form of geometry, a view in which spatiality is
manifested as surfaces, nodes, networks, hierarchies, and
diffusion processes.

Critics of spatial analysis note that this approach em-
phasizes form at the expense of process and tends to por-
tray geographies as frozen and unchanging. The positivist
approach is silent about historical context and politics,
class, gender, ethnicity, struggle, power, and conflict, all of
which are absolutely central to how the world works. By



not taking history seriously, this approach fails to explore
the origins of contemporary processes and patterns in the
past. Location theory tends to represent people as simply
points on a map, abstracting them from their social worlds,
as if they did not think and feel about their surroundings.
Critics questioned the relevance of overly abstract mathe-
matical models based on questionable assumptions that
failed to capture the richness of political and social life.
Behavioral geographers challenged the simplistic view
of behavior as represented by Homo economicus and
pointed to the complex ways in which spatial information
is acquired perceptually and interpreted cognitively in a
world of imperfect information. Others noted that location
theory tends to reflect the status quo and is incapable of
providing a comprehensive explanation of how geogra-
phies are tied to social, not simply individual, behavior.
Location theory tends to have an inadequate understand-
ing of inequality and how it is produced and reproduced.

Political Economy

Political economy is a way of viewing societies and geog-
raphies as integrated totalities, that is, as unified wholes with
a structure that exceeds the sum of individual behaviors. In
this view, social relations cannot be reduced to individual
actions. As the term implies, this school includes both the
political and economic realms and refuses to separate them:
Economies are thoroughly political entities, and politics and
power are inseparable from economics in many forms.
Political economy is further closely related to the field of
institutional economics, which analyzes the importance of
formal and informal rules of behavior for economic outcomes,
for instance, norms of trust and cooperation, private proper-
ty rights, courts, parliamentary systems, and constitutions.
Political economy is focused on the interactions between
political agents; their institutional frameworks; the structure
of class, power, and inequality; and social and economic
constraints to individual behavior.

Because political economy embraces an enormous set
of topics, it is useful to decompose the term into its con-
stituent parts. Broadly speaking, economics may be de-
fined as the study of the allocation of resources, including
the production, distribution, and consumption of goods
and services. More bluntly, it is the analysis of “who gets
what, when, where, and why.” Some people, lacking his-
torical depth, erroneously assume that economy is synony-
mous with market, that is, that supply and demand and
profit-maximizing behavior are universal phenomena
throughout all space and time. A historically sensitive per-
spective, however, reveals that markets are only one possi-
ble way in which economic systems are organized, and
fairly recent ones at that, emerging as the world’s predom-
inant mode of production only in the sixteenth century.
Hunting and gathering, slavery, feudalism, and socialism
are other, albeit largely extinct, forms.

The other component of political economy is politics,
which may be loosely defined as the struggle for power.
Power is a fundamental characteristic of all societies and,
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of course, takes many forms, including violence, personal
charisma, status, the capacity to withhold favors, control
over information, bureaucratic rank, the self-policing of
ideology, the role of the state, and so on. Any time two or
more individuals are gathered together, power relations
exist in one form or another. One of the strengths of polit-
ical economy is how it shows the multiple ways in which
politics and economics are deeply interconnected, that is,
as two indivisible sides of the same coin.

Political economists, many of whom were influenced
by Marxism, charged that traditional theories of spatial or-
ganization obscure more than they reveal. In their view,
location theories are narrowly conceived and blind to his-
torical process—thus they are designed primarily to serve
the goals of those who wield power. This approach main-
tains that a focus on the political organization of society
and space—the ways in which power is organized and ex-
erted to control resources—is fundamental to understand-
ing space. Power is a fundamental part of how any social
system is organized, and the economy and politics cannot
be divorced, for power and wealth are always closely
linked. Power is always unequally distributed among and
within societies, and for political economists, therefore, so-
cial and spatial inequalities figure front and center in their
analysis. Any understanding of economic geography, of
who is relatively rich and powerful and who is poor and
holds less power, must therefore invoke some notion of
economic class, as well as gender, ethnicity, and other
types of social relations. Political economists argued that
the positivist views of human behavior were seriously un-
dersocialized; that is, they ignored the social context in
which people live and which deeply shapes what and
how they think.

In contrast, political economy maintains that social
relations cannot be reduced to individual behavior, that
societies are more than the sum of their parts. Political
economists dismiss the notion of the “free market” as a
myth with little basis in reality; instead, there is capitalism,
which is simultaneously economic, political, cultural, and
spatial. As we shall see, government intervention is a
hugely important part of how economic landscapes are
created, unrealistic notions of the “free market” notwith-
standing. Capitalist societies are defined by a particular
configuration of economic relations centered on profit and
accumulation, which arose in the sixteenth and seven-
teenth centuries, gradually coming to take over most of the
world and uniting it today in a single, global division of
labor. Thus, to understand economic landscapes we must
understand their historical development, the class structure
of a society, its relations of gender and ethnicity, and how
these are tied to culture and ideology.

For political economists, economic landscapes are the
products of changing social relations of power and wealth
that organize space in a broad array of historically distinc-
tive forms. To understand the developing world, for exam-
ple, political economists maintained that one must examine
the long history of colonialism, the dynamics of the con-
temporary world that perpetuate poverty and injustice, the
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behavior of transnational corporations (TNCs), and govern-
ment policies. As more economic geographers delved into
political economy, it gradually became the primary mode
of analysis, an important distinction between the contem-
porary disciplines of geography and economics.

Poststructuralist Economic Geography

More recently, poststructuralists in geography and other
disciplines have initiated yet another change in how we
view the economy and economic landscapes. This per-
spective includes a wide diversity of views, but essentially
poststructuralists maintain that the dynamics of capitalism
cannot be understood independently of the modes of
thought used to conceive, represent, and understand them.
Capitalism thus does not simply exist outside of people’s
minds, but also inside of them. Thus, capitalism is as much
“cultural” as it is “economic” and “political,” and these dis-
tinctions are arbitrary; there is no reason to privilege eco-
nomic relations over cultural ones. Rather, how we know
the world shapes how we behave: Social discourses (e.g.,
maps, the news, popular conceptions) don'’t just reflect real-
ity, but enter into its making. Poststructuralists thus put great
emphasis on the nature of language and representation, on
symbolic signification. This view tends to emphasize the
complexity and randomness of social and spatial behavior.
Rather than view a society and geography as a neatly organ-
ized totality, poststructuralists argued that there are instead
multiple, overlapping networks of people and activities that
cannot be neatly captured by a single worldview, and that
we should accept the inherent complexity and messiness of
the world we try to understand.

Poststructuralists initiated a “cultural turn” in geogra-
phy that holds that the economy must be embedded with-
in culture (i.e., that economic relations are always ones
among people, emphasizing the role of signs and lan-
guage in the production process). This view opened up
areas for study that had long been ignored, such as geog-
raphies of consumption. In this view, there is no single,
objective view of the world, only multiple, partial perspec-
tives, each of which is tied to different power interests.
The dominant views that naturalize the world thus tend to
be those of the powerful, although there is always room
to challenge them.

Economic geography has thus been characterized by
major changes in thinking, and today several schools of
thought coexist, often with heated debates among them.
While the subdiscipline retains its long-standing interest in
location theory and quantitative modeling, it has also
steadily reduced the boundaries between analyses of the
economic and the political, between economy and culture,
between society and nature. Such bifurcations often distort
more than they clarify, and economic geography today
borrows freely from many points of view. Students of eco-
nomic geography can learn from all of these perspectives
and combine them in creative ways.

Because the reality of the world is inevitably under-
stood from and through a particular worldview, it is essen-

tial that we are aware of different theoretical systems, their
assumptions, strengths, limitations, and conclusions. For
this reason, this text uses a comparative approach in
which different perspectives are explained and contrasted.
Looking at the world through different ideological lenses
better enables us to meet the challenge of world develop-
ment problems. The way in which a society answers the
central questions of economic geography depends on its
historical context, class and gender relations, the role of
the state, its position in the world system, and cultures and
ideologies.

CAPITALISM

Capitalism is the economic, social, political, and geo-
graphic system characterized by the private ownership of
the economic means of production (the resources, inputs,
tools, and capital necessary to produce goods and servic-
es). Because capitalism dominates the world today, its ori-
gins, structure, and changes are a central theme of this
book: In many ways, economic geography today is the
study of capitalist landscapes in various ways. Capitalism
arose in Western Europe in the late fifteenth and sixteenth
centuries, and, in the form of colonialism, ultimately came
to be spread over most of the contemporary world
(Chapter 2).

The fundamental (but not the only) institution in-
volved in the organization of factors of production in
capitalist economies is the market, by which buyers and
sellers interact through supply and demand on the basis
of price. The guiding imperative in capitalist economies
is profit, the difference between revenues a firm re-
ceives and its production costs. Profit dictates how capi-
talists behave as a class and how the market operates,
and usually pushes other concerns aside. Only profitable
products will be produced, based on market demand
and price. Prices reflect the utility and value of goods,
based on consumers maximizing their own interests, al-
though demand is created through advertising. How and
where goods are produced is based on labor and tech-
nology efficiency and the spatial distribution of produc-
tion costs. In competitive market economies, the most
efficient producers are the survivors; their production
processes and locations will dictate how and where
goods will be produced.

Capitalism features two major groups of decision
makers—private households (and individuals) and busi-
nesses or corporations. The mechanisms that operate to
bring households and businesses together are the resource
market and the product market, which refer to the
supply and demand for the inputs and outputs of the pro-
duction process, respectively (Figure 1.1). Thus, resource
markets organize capital, land, and labor to produce
goods and services; product markets consist of buyers and
sellers of those outputs. These markets are tied together
through flows of capital (between businesses and resource
markets), labor and wages (between households and re-
source markets), consumption expenditures for goods and
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FIGURE 1.1 Circular flows in the capitalist
economy. The circular flow in the capitalist
economy involves a resource market where
households supply resources to businesses and
where businesses provide money income to
households. It also consists of the product market
where businesses manufacture and produce
goods and services for households, while
households provide money revenue from their
wages and income to consume such goods and
services. In the resource market, shown in the
upper half of the diagram, households are on the
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supply side and businesses are on the demand
side. The bottom half of the diagram shows the
product market; households are on the demand
side and businesses are on the supply side.

services (between product markets and households)
(Figure 1.2), and sales revenues and profits (between
product markets and businesses).

By adding the value of all the goods and services pro-
duced in a given country in one year, we can estimate its
gross domestic product (GDP). (A similar measure, gross
national product, GNP, includes the value of the activities
of domestic companies in countries outside their borders.)
Dividing each country’s GDP by its population yields per

capita GDP, a frequently used yardstick of quality of life
(Figure 1.3). It is important to remember that maps and
tables of abstract numbers reflect real-world conditions in
which people live, work (Figure 1.4), find meaning and
happiness, often suffer, and die. The United States, with a
GDP of roughly $14 trillion, is the world’s largest economy
(Figure 1.5), followed by China and Japan. As economies
grow and decline, the relative sizes of their GDPs change
over time. However, although it has waxed and waned

FIGURE 1.2 Systems of advanced commodity
production offer consumers an enormous
variety of goods and services from which to
choose. However, sales in America are weak,
with the economic slowdown. Millions of
workers are unemployed, and others have cut
spending in order to reduce consumer debt,
further slowing the economy. The result has
been a persistent combination of weak
demand and slowing supply.
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FIGURE 1.3 Gross domestic product (GDP) per capita—the total of the value of a country’s output divided by its
population—is the most commonly used measure of wealth and poverty in the world economy, and varies considerably

around the world.

over time, the share of total world output produced by the
United States, which has about 5% of the world’s people,
today stands at roughly 25% (Figure 1.6).

The popular understanding of capitalism holds that it
consists just of markets. A commonly held view of capital-
ism is that it is synonymous with free markets and minimal
governmental intervention, a system sometimes called
laissez-faire. However, historically, truly free markets
(with zero government rules) have never really existed;

FIGURE 1.4 Egyptian farmer tilling the soil. This field is being
prepared for growing cotton, to meet a worldwide demand for
cotton clothing. In the future, the poorer countries of the world
will have to rely on agriculture to raise their standards of living and
to supply the capital they need to create industries. Agricultural
production, therefore, must be increased. Some developing
countries, such as Egypt, grow a disproportionate amount of
nonfood crops for the export revenue it generates.

since there has been capitalism there has been a govern-
ment of some form or another to shape markets.
Governments have always been central to creating infra-
structure, protecting property rights, providing public
services such as education, and shielding producers from
foreign competition, including immigrant labor. Indeed,
the argument can be made that markets could not exist
without some state role. This means that the various forms
of capitalism are mixed systems in which both markets
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FIGURE 1.5 Major world GDPs in 2010. The United States, which
generated roughly $14 trillion in output in 2010, is by far the
world’s largest economy and exerts a disproportionate influence
over the rest of the world. China, the world’s second largest, is
rapidly growing, however. Japan and several European states form
an important third tier.
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FIGURE 1.6 The United States, with 5% of the planet’s
population, has generated between one-fourth and
one-third of global output over time. The large share of
the planet’s output (and consumption) attributable to the
United States reflects its abundant resources, high rates

of productivity, and political leverage within the world
system. Because of globalization and good policies, almost
all developing countries are starting to catch up with their
rich neighbors. In 2002-2010 more than 85% of developing
countries grew faster than the United States, compared
with less than a third between 1960 and 2000, and none
the century before that.
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and governments are important decision makers, including
in such vital domains as transportation, education, and
health care. The balance of power between markets and
governments varies widely among countries and over
time, and gives rise to many national forms of capitalism,
ranging from those with high levels of government inter-
vention, such as in Scandinavia, to those with relatively
little, such as in the United States.

ECONOMIC GEOGRAPHY
OF THE WORLD ECONOMY

The focus of this book is the world economy, the net-
works, processes, and institutions that shape the planetary
system of resource distribution, create wealth and poverty
in different parts of the globe, and contribute to the rise
and fall of different national powers. The global scale is
only one way in which economic geography can be stud-
ied, but given the massive processes of globalization that
have been at work, particularly over the last 30 years, it is
highly appropriate for understanding what goes on around
the world around you. The world economy links far-flung
people and places so that what happens in one place
shapes what happens in another through networks of in-
terdependence. For example, it is highly probable that the
clothes you are wearing now were made in a developing
country such as China; that the gas you put in your car
came from a foreign source such as Nigeria; that your cell
phone or television was made in Southeast Asia; and that
financial decisions being made in London or New York
City shape your access to credit and the interest rates you
pay for loans, mortgages, and credit cards. Every trip to
the grocery store is a window on the global economy and
an act of participation in it. Seen in this light, the global
economy and everyday life are two sides of the same coin.

The world economy is constantly being transformed
by a combination of technological and geopolitical forces,
which in turn generate a globalization of culture, of the
economy, and of environmental issues. Around the world,
countries have witnessed the steady growth of large pri-

vate corporations, the rising role of markets and a dimin-
ished role for the state, and lower barriers to trade.
Technological changes—improvements in transportation
and communications—are reducing the friction of distance
and barriers to worldwide exchange. The principal in-
struments of the globalization of culture are worldwide
television, music, and consumption patterns. The principal
instruments of globalization of the economy are TNCs,
which are producing new efficiencies and new geogra-
phies in production, distribution, and the use of the
world’s resources. The collapse of communism around the
world in the 1990s, the implementation of trade alliances
such as NAFTA and the European Union, the explosion of
banking and finance via telecommunications systems, the
rising power of corporations domestically and internation-
ally, and the worldwide reduction of government roles
via privatization and deregulation all marked a new round
of globalization by removing many institutional barriers
to investment and trade. This increased pace of globaliza-
tion has enormous implications for countries, states, and
regions.

Changes in the world economy are simultaneously
cultural, technological, political, and environmental.
Reductions in transportation costs, for example, have im-
proved exchanges of people and goods. Advancements in
telecommunications, including fiber-optic networks and
the Internet, have rapidly increased the ease, speed, quan-
tity, and quality of information transactions. Worldwide
political-economic changes, ranging from the collapse of
communism to widespread deregulation to the declining
power of the United States internationally, have dimin-
ished the role of the state and increased the power of cor-
porations, often with dire consequences for the poor and
powerless. Rising populations in the developing world,
and stagnant demographic growth in the developed world,
have altered the global supply, demand, and cost of labor,
shaping migration patterns. Globalization has accelerated
international economic, political, and cultural ties, ranging
from corporate investment to trade, to tourism, to terrorism,
to the spread of disease. And cultural changes, including the
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commodification and Westernization of the world’s many
cultures, simultaneous secularization and growing reli-
gious fundamentalism in different places, and mounting
awareness of international issues, have played a role in re-
shaping local and global social movements, consumption,
and civil society.

Because transportation and communication costs have
fallen rapidly, many local services and goods are becom-
ing available internationally. Worldwide communication
systems now allow for companies to subcontract their pro-
duction and financial operations across continents, wherever
prices are the cheapest and quality is the best. The global
economy today is spectacularly information-intensive and
relies heavily on digital technologies, corporate consultan-
cies, cable television, Internet information services, and
software systems design, programming, and application.
International finance has also become both global and
computerized, and capital markets are now highly mobile
for all forms of marketable equities and securities, stocks,
bonds, and currency transactions. The globalization of
finance has been accelerated by financial deregulation—
the removal of state controls over interest rates, tariffs,
barriers to banking, and other financial services.

The world is full of problems—debt, unemployment,
poverty, inadequate access to health care, food shortages,
and environmental degradation—that have serious conse-
quences for the lives of every person on the planet, including
you. Such problems are rooted in the structure and devel-
opment of the world economic system. Understanding the
reasons for such problems begins by recognizing the long
domination of the world system by developed countries

and the existence of an international economic order
established as a framework for an international economic
system.

The international economic system, or world
economy, includes the institutions and relations of global
capitalism, such as global flows of capital (investment),
goods (international trade), information, technology, and
labor. Because international markets and flows of re-
sources, capital, labor, and products are always shaped by
politically sovereign states, the international economic
system is also a political system.

The capitalist world economy is a multistate economic
system that began in Western Europe in the early sixteenth
century and grew over the next 400 years. As this system
expanded, it developed into a configuration of a core of
wealthy countries dominating a periphery of other coun-
tries. One common division of countries is into First,
Second, and Third Worlds, a categorization that was a
product of the politics of the Cold War. The First World
includes the economically developed countries of Europe,
the United States, and Canada, Australia, New Zealand,
and Japan (Figure 1.7). The defining feature of these coun-
tries, which comprise about one-quarter of humanity, is
their relatively high standard of living, characterized by a
large middle class. The Second World was represented by
the Soviet Union and Eastern Europe, a designation that
lost its meaning in the post—Cold War era (the 1990s and
since), when the Second World disappeared, to be divided
between the First and Third. Important to understanding
this division are differential rates of economic growth,
which vary over time and space. Generally, the world’s
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FIGURE 1.7 Major world regions can be divided into the First and Third Worlds, also called the global North and South. The
former Second World, which consisted of the Soviet Union and its client states, expired with the collapse of communism in
the 1990s and has been divided between the two. The First World, or global North, includes the developed states in Europe, Russia,
Japan, and North America, as well as Australia and New Zealand. The Third World, or global South, includes everyone else,
the relatively less developed countries in Latin America, Africa, the Muslim world, South Asia, East Asia, and Southeast Asia.



economies collectively grow between 3% and 5% annually
(Figure 1.8). When a country’s economy grows more
rapidly than does its population, the average standard of
living is likely to rise, although this depends heavily on
how wealth is distributed by class, ethnicity, gender, and
region; growth in which new wealth is accumulated at the
top does little for the bulk of people. Conversely, when
population growth exceeds that of the economy, the aver-
age standard of living is likely to decline, although there are
other drivers of falling social mobility such as economic
crises.

The poorest and generally weakest countries are in the
underdeveloped Third World, sometimes also called
developing or, a bit more accurately, less developed coun-
tries. The Third World consists of Latin America, Africa, the
Middle East, and Asia, a broad set of diverse societies with
a great range of cultures, historical backgrounds, and stan-
dards of living. A few countries have climbed out of the
Third World, such as Singapore and South Korea, to enjoy
standards of living that rival those in the First World.
Whether Russia should be considered a First or Third World
country is open to debate; its GNP per capita, after all, is
lower than that of Mexico. Some observers even identify a
Fourth World as a subset of the Third World, the poorest
countries on earth (located mostly in sub-Saharan Africa).

At any given time, the world economy is dominated
by one or more core states. In the nineteenth century, the
era of the Pax Britannica, or period of peace dominated
by the British Empire, Britain was the world’s only eco-
nomic and political superpower. The British navy ruled
every ocean in the world, and the sun never set on the
British Empire. By 1900, however, the United States over-
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took Britain as the world’s largest national economy, and
after World War II the United States displaced Britain as the
world’s leading superpower, a status it still enjoys today,
even if its dominance is gradually eroding in the face of
mounting competition. The United States is still unques-
tionably the largest economy in the world, although its
standard of living is not the highest (falling below several
countries in northern Europe). It used its wealth and
power to mold the international economy to reflect its in-
terests and those of its allies, setting up, for example, the
World Bank, the International Monetary Fund (IMF), and
the World Trade Organization (WTO). As the hegemonic
power in the world, the United States created institutions
that were required to establish international economic
order in tune with its ideals of free trade and investment
(although critics allege that “free trade” is a smokescreen
for powerful countries to economically invade less power-
ful ones).

By the 1970s, the relative power of the United States
began to decline in the face of intense competition from
rival core states such as Japan and Germany. By the late
1970s, the world order created by the United States after
World War II began to come to an end. One major factor in
generating this change was the Organization of the
Petroleum Exporting Countries (OPEC)—induced petrole-
um crises of 1973 and 1979, which dramatically increased
the price of a critical input into industrialized economies
and plunged them into recession. The “petro-shocks” dealt
a significant blow to the world economy, driving up heat-
ing and transportation costs, exacerbating unemployment,
accelerating deindustrialization, and curtailing many peo-
ple’s standards of living, essentially ending the post—WWII
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FIGURE 1.8 Average annual world economic growth rates vary as business cycles create boom and bust periods,
but average between 3% and 5% annually. Fluctuations in average growth reflects international recessions, the
price of oil, productivity growth (including the impacts of new technologies), catastrophic events such as the
Indian Ocean tsunami, changes in government policies, and political turmoil or the lack thereof.



12 The World Economy: Geography, Business, Development

economic boom. A major reason for the breakdown of the
postwar world was a decline in the rate of profit of many
firms in the industrial West. Faced with intense global
competition, firms had to restructure themselves and make
organizational and technological changes as well as relo-
cate parts of their operations to the developing world.
Some firms went out of business, but others responded to
the challenge to automate and to “go international,” some-
thing they could do in part due to the rising speed of travel
and new, digital information technologies.

Out of the old order came the birth of a new one in
the 1980s and 1990s. This new world system, in which the
Soviet bloc disappeared, left the United States as the
world’s only superpower. However, U.S. economic hege-
mony has been increasingly challenged by the rise of the
newly industrializing countries (NICs), particularly those in
East Asia and especially China. This global order is charac-
terized by highly developed international markets domi-
nated by TNCs, many of which have larger gross output
than some countries (Figure 1.9). States and national gov-
ernments also play in the global system, managing trade
through protectionism, limiting movements of labor, or by
reducing trade barriers (e.g., through the World Trade
Organization). Like most economies around the world, the
American economy has become progressively more glob-
alized, partly as a result of the influx of foreign investment
from a variety of nations, mostly in Europe, and from
Canada, China, and Japan. Simultaneously, the microelec-
tronics revolution unleashed an enormous wave of change
that dramatically affected all domains of production and
consumption, particularly in telecommunications and
finance, accelerating the globalization of services as well
as manufacturing.

GLOBALIZATION

Globalization refers to a complex set of worldwide
processes that make the world economy and the various
societies that comprise it more integrated and more interde-
pendent. Globalization is essentially an expansion in the
scope, scale, and velocity of international transactions. It is
a useful way to explain the movements of capital, people,
goods, and ideas within and among various regions of the
world and their cultural, political, and environmental sys-
tems. Among other things, globalization is a process that
shrinks the world by reducing transport and communica-
tion times and costs among different places. This process
has exposed different people in the world to an increasing-
ly homogeneous global culture (largely American in ori-
gin), a global market in which more goods and services are
freely available everywhere than ever before, and global
environmental changes on a scale never before seen.

Globalization should not be simply seen as inherently
beneficial or inherently negative in character. Rather, it is a
mixture of both sets of qualities that varies widely by
place. In some regions, social, political, and economic
problems have resulted from a tension between the
processes promoting global culture, economy, and envi-
ronment on the one hand, and the practice and preserva-
tion of local economic isolation, cultural tradition, and the
localization of environmental problems on the other hand.

We now take a brief look at some of the most impor-
tant dimensions of globalization that are occurring at an
ever-increasing rate in the world today: globalization of
culture and consumption, telecommunications, and eco-
nomic activity, including TNCs, foreign investment, work,
services, and information technology.
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FIGURE 1.9 Many transnational corporations (TNCs) are larger than some national economies. The relative size of
a TNC is important to small countries whose economies are often drastically affected by decisions a global
corporation makes. Wal-Mart seems to be a microcosm of the U.S. economy in that shoppers are focusing on
savings in this age of austerity. With high gas prices and unemployment rates in America, Wal-Mart’s sales are

booming.



Globalization of Culture and Consumption

Culture is the total learned way of life of a society. Culture
can be defined as that body of beliefs, customs, traditions,
social forms, and material traits constituting a distinct social
tradition of a group of people. Cultural practices include re-
ligion, attitudes toward family size, as well as language,
which is the transmission of ideas through languages, sym-
bols, and signs. Historically, different cultures were distinct
from one another, but contemporary capitalism has increas-
ingly homogenized cultures around the planet, largely by
exporting American culture. Go to any shopping mall in
Brazil, South Africa, or Indonesia, and you are likely to
hear American music and see American movies, American
clothes, and American fast food. For example, large num-
bers of the world’s young people enjoy wearing blue jeans
and Nike shoes, consuming Coca-Cola and Pepsi, smoking
Marlboro cigarettes, eating McDonald’s hamburgers, listen-
ing to Lady Gaga, or watching American action movies.
(That these examples all involve purchases speaks volumes
about the commodification of culture under capitalism;
little American culture diffuses elsewhere that does not
involve buying.) Thus, for many people globalization is
essentially synonymous with Americanization, a fact that
often generates resentment against what they view as cul-
tural imperialism. Students of globalization observe an in-
creasingly homogenized global landscape of office towers,
stores, restaurants, and service stations. The recognizable
logos and visual appearance of retail chains do not vary
from one region to another, and customers recognize these
logos and building designs in whatever landscape or part
of the world they may find themselves. However, the pene-
tration of global culture in different regions across the earth
is taking place at different rates; some societies have enthu-
siastically adopted Western culture, others have walled
themselves off from it, and in most countries one finds a
mix of many levels of adoption.

Telecommunications

The growth of a global digital telecommunications network
greatly enhances the globalization of culture. Because of
cable television and international news services, we know
a great deal about political and economic events happen-
ing anywhere in the world within a few hours. Far-away
places are less remote and more accessible now than they
were just 10 years ago. Through television, cell phones,
and the Internet, we can reach people who live far away,
interact with them, and receive pictures and messages from
around the world at the click of a mouse.

Citizens in developed countries take such telecommu-
nication innovations as cell phones and cable television
for granted. But the entire world is being wired into global
networks of millions of personal machines interconnected
by fiber-optic and satellite links, which allows essentially
instantaneous communications with anyone on the Net.
That interchange can include mail, documents, books, pic-
tures and photographs, voice and music, video and televi-
sion images, and programs and film. The largest of these
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networks, the Internet, includes over 1.6 billion people, or
one-fourth of the planet.

The spread of telecommunications is not ubiquitous
however, and it generates its own geographies. The world
contains significant handfuls of people who have never
seen television, used a phone, or ridden in a motor vehi-
cle. Access to the communications of the information age
and modern transportation is restricted by an uneven divi-
sion of wealth worldwide. Even within countries, access
may be restricted because of uneven distribution of wealth
or because of discrimination against a tribe, an ethnic
group, or women.

Globalization of the Economy

Companies, societies, and individuals that were once unaf-
fected by events and economic activity elsewhere now
share a single economic world with other companies, soci-
eties, and workers. The fate of an aerospace worker in Los
Angeles is tied to political changes in Eastern Europe. The
job of an auto worker in Detroit is related to the value of
the Mexican peso and the auto industry’s investment in
production plants along the Mexican border. The global-
ization of the economy has meant that national and state
borders and differences between financial markets have
become much less important because of a number of
trends: (1) international finance; (2) the increasing impor-
tance of TNCs; (3) foreign direct investment from the core
regions of the world—North America, Western Europe,
and East Asia; (4) global specialization in the location of
production; (5) globalization of the tertiary sector of the
economy; (6) the globalization of office functions; and (7)
global tourism.

Globalization involves international financial flows. In
the deregulated, hypermobile, electronic world of interna-
tional banking today, telecommunications has allowed a
single global capital market. Computers allow traders to
monitor and trade instantaneously in national currencies,
stocks, bonds, and futures listed anywhere in the world.
Banks, financial houses, and corporations can operate
worldwide partly because of the decision centers that con-
trol the global economy. Consequently, banks and corpo-
rations can react immediately to changes in the value of
commodities or gold on the world market and the rate of
exchange between the dollar and the euro, the Japanese
yen, the Chinese yuan, and other currencies.

Transnational Corporations

The globalization of the economy has been spearheaded
by transnational corporations (TNCs), sometimes re-
ferred to as multinational enterprises (MNEs). A TNC may
conduct research, operate industries, and sell products in
many countries, not just where its headquarters are based.
Most TNCs maintain their headquarters, offices, and facto-
ries in one of the three regions of the core countries—
North America (United States and Canada), Western
Europe (especially Germany, France, Italy, the United
Kingdom, and the Netherlands), and Japan. In 2000, TNCs
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employed 100 million people in the core regions, and 20
million elsewhere.

In 1970, the world’s 15 richest nations were host to
the headquarters of 7500 TNCs. However, by 2000 these
same countries hosted 25,000 TNCs. According to the
World Investment Report by the United Nations
Conference on Trade and Development, there are some
53,000 TNCs in the world today, controlling about 40% of
all private-sector assets and accounting for a third of the
goods produced for the world’s market economies. They
employ 100 million people directly, which is 4% of the
employment in developed regions and 12% in developing
regions. In some countries, TNCs are responsible for ex-
tremely high proportions of total domestic production—
the mining, manufacturing, and petroleum sectors of the
Canadian economy, for example. TNCs also play a dispro-
portionately dominant role in other developed countries,
such as Belgium, France, the Netherlands, Italy, Britain,
and Japan. Sales of goods and services by very large TNCs
exceed $100 billion annually, and the sales of the largest
TNCs are larger than most countries’ total economies,
making the decisions of a global corporation important to
a small country’s economy. Today, TNCs control more
than half of all international trade simply via intracorpo-
rate transfers of components, services, investments, prof-
its, and managerial talent among their scattered plants and
offices in various countries. Most of this intrafirm trade is
not finished products and services, but components, sub-
assemblies, parts, and semifinished products.

Thus TNCs, not countries, are the primary agents of
international trade, largely between and within their or-
ganizations. In effect, TNCs change countries’ reserves of
resources by moving human and physical capital and tech-
nology from one part of the world to the other, creating a
new asset base, and allowing production and manufactur-
ing to occur in outsourced locations where they may not
have happened otherwise. A TNC will operate in a country
where a set of characteristics taken together is more attrac-
tive: location, resource endowments, size and nature of
market, and political environment. Further, the TNC is able
to use transfer pricing, the practice of setting prices for
goods and services provided by subsidiaries so as to trans-
fer taxable profits to countries that have the lowest corpo-
rate tax rates.

TNCs are able to compete on a world scale due to their
transnational communications ability that allows them to
share information, via the Internet and satellite and fiber-
optic communication systems, with their subsidiaries and
branches throughout the world. This is a tremendous ad-
vantage in that all components of the TNC can stay aware of
markets, products, labor, and business opportunities. TNCs
also have the advantages of large stores of capital, techno-
logical and managerial skill, and overall economies of scale.

Foreign direct investment (FDI) refers to invest-
ment by foreigners in factories that are operated by the
foreign owners of a TNC. TNCs in the United States are
most likely to invest in Europe, Canada, and Latin
America. Western European TNCs are most likely to invest

in eastern European, Russian, and African markets, as well
as in North America. Japanese transnationals are most like-
ly to invest in Asia and in North America.

Since the 1980s, governments in the three core re-
gions where TNCs are based—North America, Europe,
and East Asia—have made changes to accommodate in-
ternational corporate capital, altering tax codes and regu-
lations that formerly hindered transnational operations.
Other countries where TNCs wish to invest, especially
developing countries, have also modified their laws,
taxes, and regulations to encourage transnational opera-
tions within their borders. These accommodations, often
labeled “neoliberalism,” have changed the relationships
between countries and corporations, favoring the latter
over the former.

Globalization of Investment

The direction of the world economy is centered in the core
regions—North America, Western Europe, and Japan—as
well as the Pacific Rim. From the three major world cities,
or command centers, in New York, London, and Tokyo, or-
ders are sent instantaneously to factory shops and research
centers around the world because manufacturing produc-
tion and assembly lines and lower-cost offices have been
located outside the high-cost core countries. For example,
most U.S. sportswear companies, which are centered in
New York City and Los Angeles, have moved their produc-
tion to Asian countries. Latin America, Africa, and Asia con-
tain three-fourths of the world population and almost all of
its population growth. These countries find themselves on
the periphery of the world economy, suffering a sustained
lack of foreign investment; this pattern is the result of
centuries of colonialism and a world system in which the
rules often work against them.

Three trends are apparent in foreign direct invest-
ment (FDD in developing countries. First, the proportion
of FDI that core countries are allocating to periphery
countries is declining. Core countries increasingly invest
in one another. Second, FDI is becoming more geograph-
ically selective. Countries that attract the greatest FDI
from the core countries are those that have chosen the
export-led strategy of economic growth. Countries wel-
come foreign investment in order to build factories that
will manufacture goods for international markets and em-
ploy local labor. Export-led policies rely on global capital
markets to facilitate international investment and global
marketing networks to distribute the products. The coun-
tries that have grown the fastest in recent decades have
generally followed the export-led approach as opposed
to the alternate approach, import substitution.

Locational Specialization

In the global economy, every location plays a distinctive
role based on its particular combinations of assets and
weaknesses that have evolved over time, and TNCs assess
the economic and locational assets of each place. The
original factors of production in global development—



population and resources—are declining in importance
and being replaced by specialization. Today, brain power
has largely replaced muscle power as the primary source
of wealth in the world and transmaterialization (substi-
tutability among inputs) has changed the nature of re-
sources. Input factors and components move intrafirm,
final goods are fabricated close to the point of consump-
tion, and national boundaries count much less than they
did in the global economy of the past.

In the new global economy, TNCs maintain a compet-
itive edge by correctly identifying optimum geographic
factors and locations for each of its activities, including en-
gineering systems, raw material extraction, production,
storage, office functions, marketing, and management.
Suitable places for each activity may be clustered in one
country or may be disbursed in countries around the
world. The resulting globalization of the economy has in-
creased economic differences among have and have-not
places in the world. Factories are closed in some locations
and reopened in other countries. Some countries become
centers of technical research, whereas low-skilled manual
tasks are concentrated in others. Changes in the geogra-
phy of production have created a spatial division of labor
in which regions specialize in particular functions. TNCs
decide where to locate in response to the characteristics of
the local labor force, its skill level, the prevailing wage,
and attitudes toward unions, tariffs, and transportation
rates. A TNC may close factories in regions with high wage
rates and strong labor unions.

Globalization of Services

The globalization of services and consumption also plays
an important economic role. For example, U.S. business
service exports generate one-third of the nation’s foreign
revenues, dwarfing auto exports. Business services are es-
sential inputs to TNCs as they expand into the world arena.
This international sector includes legal counsel, business
consulting, accounting, marketing, sales, advertising, billing,
and computer services. Many professionals—architects,
software designers, business consultants—market their
skills throughout the world. The sector also includes
tourism, education of foreign students, and entertainment—
TV, music recordings, and movies. By 2000, 60% of the gross
revenues of the five largest U.S. motion picture studios came
from outside the United States. As with manufacturing, the
globalization of services operates in a world of a declining
role for the nation-state but a continuing emphasis on cul-
tural differences at both the national and regional levels.
The influence of the United States is reflected in the
global transmission of television shows as intercontinental
information networks allow international subscribers access
to huge amounts of American culture, its most powerful
export. But this will have both positive and negative effects
on the culture and the disposition of the world’s peoples.
It is likely to broaden the common links among the
younger generations of the developed world, especially
those who are savvy about the Internet and the World
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Wide Web. At the same time, it threatens to alienate the
more conservative elements in those cultures, many of
whom have turned to religious fundamentalism.

Globalization of Tourism

Tourism is one the world’s fastest-growing industries,
employing 230 million people in the year 2009 and con-
tributing about 12% of the world’s gross domestic product.
The tourism industry is already one of the leading export
sectors and is expected to grow at an annual rate of 3%
worldwide. The highest rate of growth will take place in
some developing countries, especially tropical regions and
areas with picturesque scenery and those that provide both
natural and cultural attractions for their visitors, along with
pleasant climates, good beaches, and attractive social and
political milieus. Political stability is critical to this industry.

Information Technology and Globalization

Improvements in communication mean that globalization of
the world economy is moving forward rapidly, to a point
where many people in any location can receive and send
information to others elsewhere at almost any time.
Increasingly, the world economy depends on moving infor-
mation instead of people. This export and import not of
products but information will allow innovations to sweep
the world at a rapid rate and will exacerbate and increase
the disparity between the have and have-not nations. In the
future, the designation of “fast” and “slow” societies will
refer to the effect that information technology has on the
tempo of human affairs. The information-based economy
means that the relative success of individuals or groups is
based on access to information, more than on money or
products and more than on natural resources, labor pools,
and other traditional metrics of power and wealth. A global
information network will allow a knowledge worker in
the global economy to mine the databases and other knowl-
edge bases of the world. The world will be interdependent
and the interchange of information among researchers via
information systems will be facilitated as never before.
Real-time information systems are those that make in-
formation available as it happens, or at least as soon as
software programs process it and make it available, so that
everyone can seek critical information by accessing a com-
puter. This is one of the essential differences between the
world economy of the future and the world economy of
the past. With real-time information systems, more people
will make more decisions in a customized world economy
as people who interface with customers become part of a
self-managing business unit. Individuals, companies, and
TNCs need feedback about their decisions as soon as it
becomes available so that they can adapt faster and con-
tinuously to customers’ needs and thus compete more
effectively. Real-time information systems allow business
decisions to be made with the minimum of bureaucracy.
The communications and information technology (IT)
revolution has come about through the networking of
individual computers, which are linked to global networks



16 The World Economy: Geography, Business, Development

of personal computers and information databases. These
communication networks, which include the Internet,
allow instantaneous communication with anyone else on
the network. Communication can include photographs,
voice and music, videos, television images and programs,
films, documents, books, pictures, mail, and spreadsheets.
High-speed Internet connections allow users to shop on-
line at tens of thousands of stores, make reservations at
hotels in almost any country in the world, buy airplane
tickets, monitor the weather and stock market, pay bills,
and read, comment on, and even contribute to newspa-
pers, magazines, and encyclopedias.

GLOBALIZATION VERSUS LOCAL DIVERSITY

Globalization has affected different regions in different ways,
and therefore must be understood geographically. Generally,
it has damaged but not completely destroyed unique local
diversity. Many current political, social, and economic
problems arise from the tension between forces promoting
globalization of the culture and economy versus those
striving to preserve local cultural traditions and economic
self-sufficiency. The desire to retain traditional economies
and cultural preferences in the face of increasing globaliza-
tion has led to political conflict, social chaos, and market
fragmentation in more traditional regions of the world.
Globalization and local diversity will coexist and
shape each other, a development some geographers call
“glocalization.” The hypothesis of uneven fragmentation—
the world economy produces different results in different
places—accommodates continuing antagonism between
globalizing and localizing tendencies that will, even if un-
evenly, coexist with each other. For this to take place, in-
dividuals must appreciate that they can advance both local
and global values without damaging either and that multi-
ple loyalties to different local, national, and transnational
affiliations need not be mutually exclusive. People can be
loyal to family, community, country, and the world’s peo-
ple simultaneously. In a globalized world, more and more
people become aware of the extent to which their well-
being is dependent on events and trends elsewhere.

PROBLEMS IN WORLD DEVELOPMENT

The structure, behavior, and impacts in time and space of
the world economy are highly uneven. Temporally, world
economic growth rates have waxed and waned, dropping
during recessions and rising during years of prosperity,
and rates of economic growth are very uneven among dif-
ferent world regions. As growth plays out differentially
over different regions it generates new geographies of
wealth and poverty. High growth rates, such as those that
have occurred for decades in East Asia, pull people out of
poverty and create a middle class. Low economic growth
rates, such as those in Latin America and especially Africa,
mean that people’s standards of living increase slowly, or
not at all, depending on labor markets, rates of inflation,
unemployment, and population growth.

Despite the economic progress in many parts of the
world, there are still vast areas of the planet in which bil-
lions of people remain mired in deep poverty. Much of the
world has not benefited from globalization. Economic de-
velopment, and the lack of it, are thus important questions
for economic geographers. Development is a concept full
of hope, even though the jolts and dislocations can be hor-
rendous when long-standing traditions and relationships
are broken down. The purpose of development is to im-
prove the quality of people’s lives—to provide secure jobs,
housing, adequate nutrition and health services, clean
water and air, affordable transportation, and education.
Whether development takes place depends on the extent
to which social and economic changes and a restructuring
of geographic space help or hinder in meeting the basic
needs of the majority of people (see Chapter 14).

Problems associated with the development process
occur at every level, ranging from a Somalian villager’s ac-
cess to food and a health clinic to international trade rela-
tions between rich and poor countries. Our attempts to un-
derstand development problems at the local, regional, and
international levels must consider the principles of re-
source use as well as the principles surrounding the ex-
change and movement of goods, people, and ideas. Two
critical issues require immediate attention. One is the chal-
lenge to economic expansion posed by the environmental
constraints of energy supplies, resources, and pollution
(Chapter 4). The other element is the enormous and
explosive issue of disparities in the distribution of wealth
between rich and poor countries, urban and rural areas,
wealthy and poor people, dominant and subordinate ethnic
groups, and men and women (see Chapter 14).

Environmental Constraints

The world environment—the complex and interconnected
links among the natural systems of air, water, and living
things—is caught in a tightening vise. On the one hand,
the environment is being stressed by the massive overcon-
sumption and wasteful consumer culture of the developed
world. On the other hand, the environment is being
squeezed by the poor people in developing countries
who must often destroy their resource base in order to
stay alive. The constraints of diminishing energy supplies,
resource limitations, and environmental degradation are
three obstacles that threaten the possibility of future eco-
nomic growth.

There is a significant energy problem in much of the
developing world. Oil is an unaffordable luxury for much
of the world’s population, who cook and heat with fuel-
wood, charcoal, animal wastes, and crop residues. In
countries such as India, Haiti, Indonesia, Malaysia,
Tanzania, and Brazil, fuelwood collection is a major cause
of deforestation—one of the most severe environmental
problems in the underdeveloped world.

The fragility of the environment poses a formidable
obstacle to economic growth. Are there limits to growth? Is
the world overpopulated? Some of our present activities, in



the absence of controls, may lead to a world that will be
uninhabitable for future generations. Topsoil, an irreplace-
able resource, is being lost because of overcultivation, im-
proper irrigation, grassland plowing, and deforestation.
Water tables are falling, including in the United States,
where, for example, the Ogallala water basin under the
Great Plains is in increasing danger of being rapidly de-
pleted. Forests are being torn down by lumber and paper
companies and by farmers in need of agricultural land and
wood to keep warm or cook their food. Water is being
poisoned by domestic sewage, toxic chemicals, and indus-
trial wastes. The waste products of industrial regions are
threatening to change the world’s climate. Accumulated
pollutants in the atmosphere—carbon dioxide, methane,
nitrous oxide, sulfur dioxide, and chlorofluorocarbons—
are said to be enhancing a natural greenhouse effect that
may cause world temperatures to rise. El Nifio events, or
periodic warming of the Pacific Ocean by just 0.25 degrees
Fahrenheit, caused violent weather disruptions worldwide,
with billions of dollars worth of damage from floods, mud-
slides, and loss of life. Chlorofluorocarbons, which were
used as aerosol propellants and coolants and in a variety
of manufacturing processes, are blamed for damaging the
earth’s ozone layer, which protects living things from ex-
cessive ultraviolet radiation from the sun. Yet another haz-
ard to the environment is the fallout from nuclear bomb
tests that took place in the 1950s and 1960s and from nu-
clear power reactor accidents such as those at Three Mile
Island, Pennsylvania, and Chernobyl, Ukraine.

Disparities in Wealth and Well-Being

The world economy generates great variations in economic
structures, standards of living, and quality of life around the
globe. There are enormous differences between the world’s
richest and poorest nations in wealth and standard of living
as measured by economic statistics such as GNP per capita
and paralleled by social and demographic measures such as
life expectancy, infant mortality rates, literacy, and caloric
consumption. In short, maps of economic measures are si-
multaneously maps of other dimensions of people’s lives,
including how long they live, the chances that their babies
will grow into adults, their ability to read and write, and the
quality of the food they eat. These numbers point to the
multifaceted nature of poverty and development, which is
not just economic but also social and political.

Poverty afflicts relatively few people in economically
developed countries, although there are nonetheless dis-
turbingly large numbers of poor in wealthy societies such as
the United States, including hunger and malnutrition among
families in Appalachia or on Native American reservations,
bankrupt farmers on the Minnesota prairie, unemployed
factory workers in Detroit, and single mothers on welfare in
New York. Deeply entrenched, institutionalized poverty
confines billions of people to lives of inadequate food, shel-
ter, health care, transportation, education, and access to
other resources. Mass poverty is the single most important
world development problem of our time. You cannot doubt
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this assertion when you see maimed people on the streets
of Bombay, begging children in Mexico City, desperate farm
laborers in Brazil, emaciated babies in Mali, or women and
children carrying firewood on their backs in the countryside
north of Nairobi. Mass poverty is ethically intolerable and a
critical issue that we must try to overcome.

Who are the world’s poor? They are the 15 million
children in Africa, Asia, and Latin America who die of
hunger every year. They are the 1.5 billion people, or 24%
of the world’s population, who do not have access to safe
drinking water. They are the 1.4 billion without sanitary
waste disposal facilities. They are the 3 billion people—
50% of the world’s population—who live in countries in
which the per capita income was less than $400 in 2005.
Half of the world (largely in Africa) earns $2 per day or
less. These numbers are characteristic of impoverished
countries in which much economic activity takes place
outside of the market. These people are caught in a vi-
cious cycle of poverty (Figure 1.10), often with few ways
out, and lead lives of quiet desperation and hopelessness.
Their life expectancies tend to be short, infant mortality
levels high, and access to energy, medical care, transporta-
tion, and education often minimal. The economic geogra-
phy of the world is at its core concerned with these social
and spatial discrepancies among and within countries.

The poor of the world overwhelmingly live in develop-
ing countries, most of them former European colonies,
which failed for one reason or another to keep up with the
economic levels of the West over the past 500 years. During
the worldwide economic boom that occurred in the three
decades following World War 1T (1945-1975), the GNP of
the developed countries more than doubled. Although per
capita real income in developing countries also rose, in-
comes in developed countries rose much more quickly.
Developed countries enjoyed 66% of the world’s increase,
whereas half of the world’s population in underdeveloped
countries (excluding China) made do with one-eighth of the
world’s income. By 1982, the national income of the United
States (then 235 million people) was about equal to the total
income of the Third World (more than 3 billion people). In
short, over the past half-century the rich have become rich-
er and the poor have gained only slightly.

The developing world is far from a homogeneous en-
tity; that is, there are enormous differences among and
within developing countries in terms of their historical
background, cultures, economies and standards of living,
and when and how they were incorporated into the world
system. So great are the variations among countries, and
often within, that it is simplistic to speak of a single devel-
oping world without immediately acknowledging its dif-
ferences. To lump, say, South Korea, which has a standard
of living similar to southern FEurope, together with
Mozambique, one of the world’s poorest states, is to fail to
understand the profound differences that separate them.

With the debt crisis of the 1980s, the United States fi-
nally discovered it had a real stake in the prosperity of the
developing world. The inability of some countries to make
payments on their debt placed the financial structures of
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FIGURE 1.10 The cycle of poverty
in Third World countries. Most Third
World nations have low per capita
income, which leads to a low level
of saving and a low level of demand
for consumer goods. This makes it
very difficult for these nations to
invest and save. Low levels of
investment in physical and human
capital result in low productivity for
the country as a whole, which leads
to underemployment and low per
capita income. In addition, many of Ly
these countries are faced with rapid
population growth, which contributes
to low per capita incomes by increasing
demand without increasing supply or
output. Yet, the number of people
going hungry in the world, as of 2011,
has been dropping since 2007, partly
due to a recession-fueled drop in world
food prices.
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the United States and some European nations in jeopardy.
Many U.S. banks, including some of the largest, would
technically have been insolvent if their loans to developing
nations had been declared in default. This led to enor-
mous pressure to resolve the immediate problems of the
debt crisis, many of which were directly related to the
poor performance of the economies of the debtor nations.

Unfortunately, for many debtors, the solution often
proved to be more painful than the problem itself. Under
strict rules imposed by the IMF and other international
agencies, which believed in market fundamentalism (the
narrow notion that only free markets can alleviate social
problems), stringent limits were placed on the economic
policies of debtors, with the result that a majority of citizens
in these nations often found themselves worse off. The
goals of IMF conditionality, as it came to be called, were
to restore growth, reduce central government involvement
in the economy, and expand the exports of goods and

Summary and Plan

This book explores the economic geography of capitalism,
especially on a global scale. Although it is important to un-
derstand the local and national levels of economic activity,
the rapid growth of the world economy has increasingly
focused attention on processes, problems, and policies at
the international scale. In this chapter, we present the geo-
grapher’s perspective. We provide a definition of the field
and introduce the main concepts geographers use to inter-
pret and explain world development problems at a variety
of scales, ranging from small areas and regions to big
chunks of the world.

The following chapters of this text, which progress in
logical sequence, are organized around the themes of distri-
bution and economic growth. Chapter 2 provides a historical
overview of the development of capitalism. Chapters 3 and 4

services while reducing imports so that the debtors would
have sufficient earnings of foreign revenue to make payment
on the interest and principal of their debt.

There is little evidence that these policies helped to
restore economic growth, and they even lowered many
people’s quality of life, as the former chief economist of the
World Bank, George Stiglitz (2002), noted, by forcing drastic
cutbacks in necessary government services and forcing cur-
rency devaluations that drove up the cost of imports.
However, such changes did result in export surpluses that
made debt servicing easier. As a consequence, the 1990s
saw a remarkable reversal in the flow of financial resources—
instead of the flow from rich nations to poor nations to
assist in development efforts, there was a flow from poor
to rich. But debt repayments have become a serious obsta-
cle to further economic development in poor countries
where capital and financial resources are scarce and every
dollar lost has repercussions throughout the economy.

deal with population and resources, respectively, issues of
major significance in economic geography. Chapter 5 sum-
marizes many of the concepts and theories that inform the
analysis of economic landscapes. Chapters 6 through 8 apply
these ideas to the primary, secondary, and tertiary economic
sectors, respectively (agriculture, manufacturing, and services),
examining the unique dynamics of industries in each sector
and how they change over time and space. Chapter 9 dwells
on transportation and communications, fundamental indus-
tries in the movement of goods, people, and information
among places. Chapter 10 departs from the general global
focus to explore the economic geography of cities; given
that half the human race lives in urban areas, this topic is im-
portant. Chapter 11 turns to the issue of consumption, an in-
tegral part of economic activity and landscapes. Chapters 12



and 13 deal with the expanding world of international
business—trade, foreign investment, finance, its operations,
environments, and patterns. The final chapter, Chapter 14,
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Study Questions

. What defines the geographic perspective?

. Define economic geography.

. Why are geography and history inseparably linked?

. Why can’t places be studied in isolation from each other?

. What are some ways in which nature shapes, and is shaped
by, the economy?

. How is the economy related to culture?

. Why are social relations an important place to begin under-
standing economic landscapes?
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The Historical Development
of Capitalism

CHAPTER

imprint of processes that take years, even centuries, to unfold. For this reason, a historical understanding of

economic landscapes is absolutely essential for understanding the contemporary geographies of the world.
Because the present is produced out of the past, and shaped by it in countless ways, any serious understanding of
economic geography must include an appreciation of how the contemporary world came to be. A historical appreci-
ation reminds us that the construction of the modern world took a long time to occur and that the landscapes of the
present are constantly changing (thus reflecting the first analytical theme introduced in Chapter 1).

This chapter provides a historical appreciation of capitalism in several ways. First, it delves into the context in
which capitalist economies and societies were born and developed, particularly feudalism. Second, it explores the
characteristics of capitalism, the features that make it unique. Capitalism—the dominant form of production and
consumption around the world—is not the only way in which human beings have organized themselves, but came
into being in the sixteenth and seventeenth centuries, mostly in Western Europe. Third, this chapter describes the
Industrial Revolution, which began in the eighteenth century and marked an exponential increase in the scale and
speed of capitalist activities. Finally, it addresses the relations between capitalism and colonialism, the process by
which capitalism “went global,” spilling out of Europe and effectively conquering the rest of the globe.

G eographies are not created overnight. The spatial distribution of people and economic activities reflects the

FEUDALISM AND THE BIRTH OF CAPITALISM

Human beings have developed many ways of organizing resources and production systems and providing for them-
selves over time. For the vast bulk (95% or more) of human existence, we were hunters and gatherers, food collectors
depending on nature for food and other necessities. The agricultural revolution that began roughly 10,000 years ago saw
a major transition in the ways in which people worked and lived, including the establishment of settlements and the first
class-based societies. Many early agricultural societies were based on slavery; in Europe, this process culminated in the
Roman Empire, which ended in the fifth century a.n.

Prior to capitalism, the prevailing form of economic and social relations was feudalism, which lasted for more
than a millennium, approximately from the fifth to the fifteenth centuries. Sometimes called the Middle Ages or Dark
Ages, the feudal system was deeply entrenched and relatively stable for a long period. Feudalism was not unique to
Europe, as other places had a similar social organization, including Japan and to some extent India. Politically, this
type of system manifested itself in Europe as a changing series of empires, including the Frankish kingdoms, the
Normans, the Holy Roman Empire, tsarist Russia (which lasted until World War D), and the Austro-Hungarian Empire,
which ended only in World War I. Indeed, one of the major differences between Europe and the United States is the
impact that feudalism had in Europe: In North America, capitalism emerged on a landscape that had not been shaped
by more than a millennium of feudalism, as was Europe, including its land use and property systems, cities, and class
and gender relations.

Characteristics of Feudalism

Feudalism was marked by a distinct set of interlocking characteristics that made it qualitatively different from capitalism,
reminding us of the uniqueness of the economy and social system in which we live and work today.

Compared to the dynamic, ever-changing world in which we exist, feudalism comprised a remarkably stable and
conservative world that changed relatively little. To an observer of feudal France in the eighth century and Poland in

21
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the eighteenth century, there would appear to be relatively
few differences. Most people’s lifestyles—working the land
in a cycle of endless drudgery—would be the same from
one generation to another. Almost everyone lived like their
fathers and mothers before them and their grandparents
before them. Tradition gave the dominant shape to human
experience and to everyone a sense of where they fit into
the world. In this sense, feudalism actively discouraged
experimentation and change. Under capitalism, in contrast,
novelty is the norm, for it helps to sell goods and services
in the market.

However, it is erroneous to think of the feudal era
as completely static. Indeed, this view arose during the
Renaissance, when historians sought to contrast the changes
of their day with the alleged stasis of the past. In fact, dur-
ing the later feudal period there was significant change:
Universities were established, new types of farming and new
technologies introduced, wetlands drained, forests cleared,
plagues and diseases spread, and political conflicts caused
enduring changes. The introduction of the longbow and
guns in the fourteenth century, for example, made knights
essentially obsolete.

In Europe, the church (that is, the Catholic Church
until the Protestant Reformation of the sixteenth century)
was by far the predominant political/ideological institution.
Most people were extremely religious, and their belief in
god informed every aspect of their behavior and everyday
life. The population fatalistically accepted its lot in life, and
the idea of progress, of change for the better, was largely
unthinkable. In most towns, the cathedral was the largest
and most impressive building, its size and design a testi-
mony to the wealth and power of the church (Figure 2.1).
Local priests, who were often the only ones who could
read and write (and even many of them were illiterate),
were important actors in the community’s spiritual and
intellectual life, serving as judges and teachers and officiat-
ing at weddings and funerals. Education and schooling
emphasized the Bible. In Rome, the Pope exerted great
power over kings and nobles throughout the continent,
often appointing leaders and threatening to excommunicate
those who did not obey. Popes were masters of politics,
wealthier than anyone else, and often corrupt. The church
owned farmland and hunting estates, raised taxes, and
even had its own armies. and the Pope could excommuni-
cate recalcitrant kings.

Under the feudal system, an aristocratic nobility made
up the ruling class, whose power lay in the ownership of
land, which was the basis of wealth and political power.
There were many tiers within this ruling class, including a
variety of lords, dukes, earls, barons, and others.
Ownership of land was the basis of wealth and political
power. Aristocrats typically owned vast estates of farm-
land, and under the manorial system that characterized
feudalism, the extraction of surplus value occurred
through the payment of rent by tenant farmers who paid
tribute to their local lords, who owned the land. Often the
farmers paid one-half or more of their output as rent,
in exchange for protection. Thus, rent payments were

FIGURE 2.1 Notre-Dame de Reims, France. The size and beauty
of medieval cathedrals, which often took more than a century

to construct, testify to the power and wealth of the church during
that era.

the primary form of wealth transfer from the poor to the
wealthy, which occurred through the state rather than
through a market system, for unlike the capitalist system,
there was no effective division between public and pri-
vate property. The aristocracy controlled the reins of gov-
ernment, including the military and penal system, and
their private interests were synonymous with those of the
state. Knights and the military existed to enforce the rule
of aristocratic law and to protect local communities from
brigands, robbers, and invaders.

In an overwhelmingly rural society, in which the
productivity of agriculture was comparatively low, the
vast majority of people were peasants and farmers.
Farming under feudalism was based on animate sources
of energy, that is, living human and animal muscle power.
Peasants and draft animals worked the fields, collected
firewood, drew water from wells, and performed the
innumerable other tasks necessary to keep their society
working. Child labor on the farms was the norm,
birthrates were high, and most people lived in large,
extended families in small hamlets and villages, many of
which were self-sufficient, producing their own food,
clothing, and other necessities. Peasants were almost
entirely illiterate, ignorant even of events a few miles
away, unaware of what century they lived in. Although



Christian, most also believed in witches, spirits, goblins,
and other supernatural beings.

Markets existed under feudalism but typically were
small and poorly developed, and only the wealthy had
the income required to buy luxury goods. Typically, mar-
kets consisted of seasonal fairs where itinerant merchants
(often Jews) sold metal goods, silks, or jewelry. Thus, feu-
dalism was not a type of society in which markets were
the central institution that governed the allocation of
resources; rather, this function belonged to the state.

A substantial share of the rural population, but not
everyone, consisted of serfs (Figure 2.2). Serfdom was a
uniquely feudal institution that differed from economic
systems based both on slavery and on capitalism. A serf
was not a slave, that is, he or she was not owned by a
master. Rather, serfs were bound to the land by feudal law
and custom. The standard of living for virtually everyone
except the aristocrats and some merchants was very low.
Serfs and other farmers (including pools of “freemen”)
lived a monotonous life in which each day was identical to
the day before, doing the same chores, eating the same
food, and seeing the same people. Most people lived very
simply. Diets were typically inadequate, and malnutrition
was common. Famines broke out every few years. Life ex-
pectancy in feudal Europe was typically under 50 years.
Many women died in childbirth, and infant mortality rates

FIGURE 2.2 Serfs were the mainstay of the feudal labor force,
producing the agricultural surplus that supported the aristocracy and
the state. Serfs lived monotonous lives, paying a large share of their
output as “rent” to their local lord. They exemplify a noncapitalist
form of labor organization (i.e., without labor markets).
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were high. Water supplies were often infected by bacteria,
and diseases such as cholera, plague, and tuberculosis
took an enormous toll in human lives and suffering.

Agricultural work was organized around the rhythms of
the seasons, with different tasks for the spring, summer, fall,
and winter. Winters, for example, might be spent indoors,
weaving or fixing farm implements. Spring was a time of
planting. Summers involved tending to the crops and live-
stock. And the fall was the time of the harvest, for many the
central event of the year. The extended families that included
several generations often cohabited in one dwelling; grand-
parents, parents, nieces, nephews, cousins, and infants lived
in crowded rooms, often without paved floors. A family
sleeping together in one bed, sometimes including dogs
and pigs for warmth, was not unusual. Because the vast
majority of people were illiterate (even many kings, queens,
aristocrats, and priests were unable to read and write), peas-
ants and farmers passed lessons, including superstitions, on
to their children through poems and stories.

Although feudal society was predominantly rural and
agricultural, there were a few cities and towns. Urban areas
under feudalism were very different from those of today.
Because agricultural productivity rates were low, and the
ability of farmers to support urbanites correspondingly
limited, cities were small. Most farming hamlets did not
exceed 200 or 300 people, and cities over 10,000 people
were rare. Of course, there were a few metropolitan areas,
such as Constantinople or London, but these were few and
far between. Feudal cities were densely populated, with
the inhabitants crowded together, often in very unsanitary
conditions. There was no running water or sewer system,
and the streets were often covered with mud and animal
waste. The centers of feudal cities often consisted of a walled
fortress, often with a small palace located within where the
local lord lived. As the town grew, new walls would be
constructed, leading to concentric rings (Figure 2.3).
Because land was not a commodity to be bought and sold,
but allocated on the basis of power, there was little differ-
entiation among land uses. Commercial and residential land
uses were mixed together, and there was no effective dis-
tinction between home and work.

Within the cities, feudal guilds, or associations of craft
workers and artisans, produced a variety of goods. Guilds
consisted of skilled workers with years of experience and
were organized by the type of good they produced. There
were, for example, blacksmiths’ guilds, weavers’ guilds,
goldsmiths’ guilds, and guilds for bakers, leather workers,
paper makers, glass workers, and shoemakers. Young men
who were chosen to work in the guild spent years as
apprentices learning the trade before becoming craftsmen
in their own right.

The End of Feudalism

The feudal period in Europe saw relatively few changes
from the sixth to the fourteenth centuries compared to the
much more dynamic system of capitalism that followed.
Innovation and change were discouraged, and feudal society
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FIGURE 2.3 Carcassonne, France, offers an ex-
cellent example of feudal urbanization, including
the concentric walls that often surrounded such
communities.

was remarkably stable. However, the late medieval period,
starting around the eleventh century, witnessed a gradual
agricultural revolution based on the introduction of the
heavy plow, waterwheels, the horseshoe, stirrup, the three-
field system of farming, and several other innovations,
which were introduced from other, more advanced societies
such as the Arab, Indian, and Chinese. Other imports included
cotton, the compass, sugar, rice, silk, paper, printing, the
needle, the concept of zero, and the windmill. The Arab
conquest of Spain made the Iberian peninsula a primary
point of entry for new ideas and technologies.

Feudal Europe was the western terminus of a much larg-
er world system that stretched across the Mediterranean, the
Middle East, the Indian Ocean, and into Eastern Asia (Figure
2.4), connecting most of the Old World. The Arab world’s
strategic location astride Asia, Africa, and Europe placed it at
the center of the enormous trade networks that linked places
as far flung as China, Mozambique, and Belgium. Straddling
the center of the feudal world system, the Caliphates cen-
tered in Damascus and Baghdad guaranteed safe passage
between two critical worlds—the Mediterranean and the
Indian Ocean—that had been separated since the collapse of
Rome. A vital part of the Sung economy, as well as of the
dynasties that came before and after it, was the Silk Road
(a name coined by geographer Ferdinand von Richthofen in
1877), the umbilical cord that connected Europe, the Middle
East, Central Asia, South Asia, Tibet, and China with cease-
lessly flowing caravans of goods, innovations, ideas, mer-
chants, missionaries, and armies. Few individuals traveled
the entire distance of the Silk Road; rather, it was served by
networks of intermediaries. The name “Silk Road” is some-
what misleading: It suggests a continuous journey, whereas
goods were in fact transported by a series of routes, by a
series of agents, passing through many hands before they
reached their ultimate destination.

For 2000 years, the Silk Road caravans formed the
primary artery of Eurasian commerce, linking ports, trading
cities, oases, and innumerable different cultures. From China
came jade, paper, the compass, gunpowder, printing, porce-
lain, lacquer ware, silk, pearls, peaches, apricots, citrus fruits,
cherries, and almonds; moving in the other direction, at
various times, China acquired horses, hides, furs, dyes,
amber, pistachios, saffron, castor beans, sesame, peas,
onions, coriander, cucumbers, grapes, sugar beets, kohlrabi,
ivory, tortoise shells, rthinoceros horns, and, oddly, the chair.
The Chinese established customs posts on the Silk Road to
minimize smuggling and to tax goods as they passed and
controlled Chinese merchants with the first known pass-
ports. So, too, did religions flow along this highway, includ-
ing Manicheism, Zoroastrianism, Buddhism, and Islam. The
Silk Road was therefore as important for the flows of cultures
and ideas it expedited as for the flows of goods.

The introduction of innovations constituted a commer-
cial revolution of sorts for they improved European agricul-
tural productivity. The supply of agricultural land expanded
as peasants and farmers in the late Middle Ages cut down
forests and drained swamps to make room for new
farmland. The heavy plow opened up the thick soils of
northern Europe and expanded the amount of arable land
for farming. This set of circumstances led to a gradual
increase in the urban population. By the fifteenth century,
much of Western Europe was carpeted by a growing net-
work of cities, called “newtowns” in Britain and “villanovas”
in Spain. The increase in productivity was commensurate
with the undertaking of the construction of cathedrals.

It must be emphasized, however, that compared to
much of the rest of the world, feudal Europe was relatively
primitive. Standards of living and rates of innovation in
Europe from the fifth to the fifteenth centuries were much
lower than in the wealthier, more powerful, and more
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FIGURE 2.4 The precapitalist world system of the fourteenth century. A diverse array of societies stretching from feudal Europe to the
Middle East formed one network embedded within a much broader trade system. Across the Indian Ocean, southern India, Indonesia,
and China under the Sung and Ming dynasties constituted another set of networks. Overland trade along the Silk Road routes formed

yet a third circuit. Unlike the capitalist world system that arose later, in the sixteenth century, this one lacked a distinct core.

sophisticated societies of the Arab world, India under the
Mughals, and China under the Sung and Ming dynasties.
Indeed, many of the luxury goods and innovations that
Europeans imported came from these wealthier societies.

Among the other things introduced to Europe was a
bacterium, yersinia pestis, which causes a deadly disease,
bubonic plague, common in rodent populations in the
central Asian steppes, or grasslands. Among humans,
bubonic plague is highly contagious and was called the
Black Death for the dark, swollen lymph glands it pro-
duced. In 1347, a ship carrying plague landed in Genoa,
Italy, which was part of the expanding trade network be-
tween Europe and the Middle East and Asia. Within four
years, one-quarter of Europe’s population—more than 25
million people—was dead. The plague raced through the
crowded, unsanitary cities, annihilating the majority of in-
habitants in places. From southern Europe, it spread north,
to Germany, Britain, Scandinavia, and Russia (Figure 2.5).
Since the notion of germs was nonexistent, feudal Europe
had no means of understanding or controlling the plague:
frequently used “remedies,” such as burning Jews or
witches, did not halt its spread.

Several historians have speculated that the plague
played a major role in upsetting the foundations of feudal

Europe, destabilizing it and opening the door to a new
type of society. Within a few years, much of the continent
experienced severe labor shortages; Europe went from
being a land-poor, people-rich to a people-poor, land-rich
group of societies. The disintegration of legal systems
allowed serfs to run away without fear of being caught
and returned. Others have argued that feudalism was suf-
fering from numerous problems anyway and would have
collapsed without the plague. For example, in some cities,
such as Florence, Italy, capitalist social institutions like
banks were already emerging before the fourteenth century.
In any case, combined with other changes, including a
mini-Ice Age that reduced growing seasons from the six-
teenth to the nineteenth centuries, the Hundred Years War
between France and England (1337-1453), and the impacts
of the Crusades, feudalism in Europe slowly began to
crumble, and from its ashes a new economic, political, and
social system emerged: capitalism.

THE EMERGENCE AND NATURE OF CAPITALISM

Over several hundred years, from the fifteenth to the nine-
teenth centuries, feudalism in Europe was gradually
replaced by a new kind of society based on capitalism.
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FIGURE 2.5 Diffusion of the bubonic plague through fourteenth-century Europe. The plague’s devastation disturbed feudal Europe’s
equilibrium, creating labor shortages and destabilizing the social structure. Some historians argue that the plague facilitated the

emergence of capitalism.

Thus, feudalism served as the womb that incubated what
would ultimately become the most powerful type of eco-
nomic, cultural, and political system in the world. Of
course, to those who lived through it, this transition would
have appeared very slow and perhaps almost invisible.

If capitalism can be said to have a birthplace, the most
likely location would be in northern Ttaly. The city-states of
this peninsula, among them Florence, Venice, Pisa, and
Genoa, played a key role in creating the new kind of
society. They had large groups of wealthy merchants,
including the famous Medici family of Florence, who had
active commercial ties to the Middle East (Figure 2.6) and
vast holdings in silver mines, silk production, and banking.
Northern Italian city-states had flourishing trade networks
across the Mediterranean, including with the Arabs in Egypt
and the Middle East. In northern Europe, a network of
cities formed the Hanseatic League, which stretched from
Russia and Scandinavia across northern Germany and to

the North Sea (Figure 2.7). The Hanseatic League united
a disparate series of proto-capitalist urban centers (it even-
tually collapsed as trade moved across the Atlantic Ocean).
In these centers, the rising groups of burghers, or mer-
chants, accumulated wealth and power that would make
them the dominant figures in a new social order.

Like feudalism, capitalism possesses a distinct set of
characteristics that define it and give it its unique form.
The major features of capitalism are described next.

Markets

Unlike feudalism and slavery, in which resources are allo-
cated principally through the political power of the state,
under capitalism the most important (but not only) institu-
tion of allocation is the market. Markets consist of buyers
and sellers of commodities, which are goods and services
bought and sold for a price. Not everything is a commodity
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under capitalism (e.g., air); only scarce goods (i.e., those
that command a price and can generate a profit for pro-
ducers) can be classified as such. The expansion of market
societies saw the steady commodification of different
goods and services, including food, housing, clothing,
transportation, education, entertainment, medical care, and
other domains. Thus, things that used to be produced on a
subsistence basis or bartered came increasingly to be made
for sale on a market, their value determined by the amount
of money they commanded.

Based on the type of commodity being produced and
consumed, as well as the amount and nature of competi-
tion, markets come in a huge variety. They range from
free-wheeling and highly competitive, with many small
producers who must accept the price the market hands
them, to large markets dominated by a few major producers,
or oligopolists, who can shape the market price. In market-
based societies, private property and the right to own it
are key requirements for production; after all, a good can-
not be sold unless the seller owns it. Markets thus do not
exist or function well without appropriate legal guarantees
to protect property rights, such as the right to own real prop-
erty or intellectual property. The incentive of producers to

sell goods and services is profit, the difference between
gross revenues and production costs. Thus, markets
involve production for exchange, rather than subsistence
or use. In this sense, capitalism involved the triumph of
the private sphere over the public one.

Because markets involve competition among different
producers, there is a strong incentive to produce goods and
services cheaply and efficiently and to please consumers.
Generally, the more competitive a market is, the more
dynamism and innovation it exhibits. Thus, competitive
markets contain a powerful incentive to innovate, which is
largely responsible for making capitalist societies so con-
ducive to change. In this sense, capitalist societies differ
considerably from noncapitalist ones in that capitalism
rewards innovation, change, and risk taking.

Markets did not begin with capitalism. For example,
there were markets in slave-based societies like the Roman
Empire. There were occasional markets in feudal Europe
in the form of annual fairs and festivals, which brought
traveling merchants and local populations together.
Typically, precapitalist markets were poorly developed,
however, and involved relatively few luxury goods and
centered on the needs and wants of the elites. However,
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FIGURE 2.7 The Hanseatic League of fifteenth-century Europe was a loose connection of cities and principalities whose trading
connections extended from the Baltic Sea to the North Sea. In those places, the emerging burgher or merchant class would have been
at the forefront of the new class relations that accompanied the emergence of capitalism.

markets are unique in their importance to capitalism: Only
under capitalism are markets the major way in which re-
sources are allocated. Tt is worth emphasizing that markets
are not the on/y way in which resources are organized, for
even in ostensibly “free-market” societies (which do not
exist in fact), the state, or government, plays a key role,
including protecting property rights, building the infra-
structure, providing public services, and protecting firms
from foreign competition (Chapter 5).

Class Relations

Although capitalist societies are sometimes depicted as
being devoid of class (e.g., as consisting only of individual
buyers and sellers), market-based systems in fact do have
social classes of different kinds. In contrast to feudalism,
the rise of the capitalist class system reflected a broad-

based shift from a hierarchy based on tradition to one
based on money, from status born of rank to status
earned, and the ascendancy of the merchant class, or what
is sometimes called the bourgeoisie (the middle class of
feudalism, the ruling class of capitalism).

As the merchants and burghers of Europe gained
wealth, power, and prestige in the fifteenth through seven-
teenth centuries, they came to enjoy increasing political
and cultural power (Figure 2.8). Essentially, the merchant
class became a capitalist class, that is, the owners of capi-
tal. The feudal aristocracy, which correctly perceived the
newcomers to be a lethal threat to their centuries of rule,
resisted the rise of the new class and its associated power,
wealth, and prestige. Many kings, earls, and dukes held
merchants in low regard, as money-grubbers who were
not motivated by ancient (and increasingly quaint) notions
of god and honor. Conflicts between the merchant class



FIGURE 2.8 Rembrandt’s painting Sampling Officials of the
Drapers’ Guild (1662) exemplified the wealth and prestige of the
new bourgeoisie in early capitalist Europe.

and its interests on the one hand and the feudal elite on
the other grew steadily in number and intensity, revolving
around issues like levels of taxation, the freedom to open
markets at particular hours (e.g., on holidays), and mer-
chants’ loans to kings, largely for purposes of waging war.
The demise of the feudal aristocracy came gradually in
some places, such as England (e.g., during the civil wars of
the seventeenth century), and suddenly in others, such as
France, where the aristocracy collapsed abruptly in the
Revolution of 1789.

In addition to changing the role and nature of the rul-
ing classes, capitalism changed those of the workers as
well. In particular, labor itself became a commodity, that
is, bought and sold for a price (wages) in labor markets.
Workers under capitalism, unlike those of feudal Europe,
must sell their labor power to survive. Thus, the process
of commodification extended to include the capacity to
labor. Over several centuries, the peasants and serfs of
Europe were gradually forged into a working class. This
was not a simple process; it involved driving rural work-
ers off the land and inculcating new norms, such as work-
ing the hours dictated to them by their new bosses, the
capitalists. In the context of industrial Europe, the work-
ing class became known as the proletariat.

Finance

The growth of capitalism brought about a deep and funda-
mental change in the role of money, which increasingly
became the measure of all worth. In noncapitalist soci-
eties, barter plays a major role in organizing economic
relations: Goods may be traded for one another, or labor
traded for goods. This approach has the advantage of
providing transparency in the exchange process. In the
context of barter-based economies, money is relegated to
a relatively small role. Obviously, money existed before
capitalism—the Romans, for example, had vast quantities
of coins—but under market-based societies money
assumed a new level of importance. As the cash system
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replaced barter, money became standardized and ubiqui-
tous as a measure of value. The time, space, and labor
were measured in monetary terms, so that even human life
came to have a financial value. Wealth and power were
increasingly defined along monetary lines, that is, econom-
ically rather than politically. Many traditional social roles
that were defined by kinship, religion, friendship, and
trust became depersonalized and formalized as they were
mediated by money. Money thus acquired important social
and political as well as economic roles. For this reason, we
must see money as a social product, that is, it cannot exist
or have meaning outside of society.

The organization and control of money became an
industry in its own right in the emerging capitalist system.
Large, complex societies cannot function without well-
established financial systems, which not only reflect
systems of production but also shape them. The turnover
rate of money—the pace with which it changes hands—is
important to the process of capital accumulation. Banking
arose primarily among the goldsmiths of feudal Europe,
who stored gold for their customers and then loaned it out
to borrowers, for a price (interest). By the seventeenth
century, commercial credit became widespread, and with
it, came different types of banks and insurance firms.
Starting with small savers who pooled their funds to pur-
chase ships to trade with Asia, joint stock companies, the
nucleus of modern stock markets, spread the risks of large
investments over many small investors. Accounting be-
came an important profession. By the nineteenth century,
financial systems were increasingly regulated by the state
through central banks, which sought to control money
supplies and thus interest, inflation, and exchange rates
(Chapter 8). Modern banking has become a huge and
complex industry linking savers and borrowers of different
types and with different needs.

Territorial and Geographic Changes

If capitalism fundamentally changed the rules of societies,
it also reshaped how they were organized geographically.
Because capitalism is overwhelmingly the most significant
economic and political system worldwide, economic
geography is primarily the analysis of how capitalism
produces landscapes. Not surprisingly, the geographies
of capitalism are unique to the logic of profit-maximizing
societies.

An idea shared by many economic geographers is that
capitalism creates uneven spatial development, that is,
varying levels of economic growth, wealth, and poverty in
different locations. Uneven development is reflected in the
simultaneous existence and interaction of rich and poor
places, those with high and low unemployment and re-
gions and countries with happy, prosperous residents and
those with large numbers of impoverished, hungry ones.
Those who believe in neoclassical economics (the main-
stream economics taught in the United States) often hold
that uneven development is a temporary phenomenon that
markets eliminate in due course. Others, working from the
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viewpoint of political economy, believe there are several
mechanisms through which uneven development occurs,
but the most significant is that of capital investment and
disinvestment. As capital seeks out the highest rate of prof-
it, it flows into some regions and out of others, in the
process simultaneously creating prosperous places (e.g.,
New York City) and abandoning others to economic
decline (e.g., Detroit). In this light, wealthy regions and
poverty-stricken ones are intimately connected—two sides
of the same coin. The creation of uneven development,
which we will explore at greater depth throughout this
book, occurs at different spatial scales.

At the global level, capitalism, through the mechanism
of colonialism, created a worldwide system of commodity
production and consumption, with Europe at the center
and its colonies on the periphery, a process we will exam-
ine in more detail shortly. Essentially, Europe became
wealthy, in part due to its extraction of cheap raw
materials from its colonies in Latin America, Asia, and

Africa. Prior to colonialism, Europe was poor and back-
ward compared to competing regions; by the sixteenth
century, when colonialism was undertaken in earnest,
Europe had begun to surpass many other regions of the
planet. Thus, early globalization had highly uneven
impacts—positive and negative—on different parts of the
world.

Within Europe, capitalism unleashed a division be-
tween the relatively prosperous northwestern region and a
comparatively poorer southern and eastern region.
Historically, southern Europe, including Greece, Italy, and
Spain, had been the wealthiest and most powerful region.
With the ascendancy of capitalism, particularly in the form
of the Industrial Revolution in the late eighteenth and
nineteenth centuries, however, northwestern Europe be-
came much more advanced economically, particularly fol-
lowing the defeat of Napoleon in 1815 (Figure 2.9). To this
day, the societies of Western Europe remain wealthier than
those elsewhere on that continent.
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FIGURE 2.9 Europe in 1815, at the end of the Napoleonic wars. The turbulence in Europe after the French Revolution of 1789 saw
the nation-state emerge as the primary political entity on the continent.



Within the individual countries of Europe, as well as
within other emerging nation-states dominated by capital-
ism, there arose a division in wealth between cities and
the countryside. Feudal Europe, with its tiny cities, had a
relatively small urban-rural schism and there were relatively
few differences in standards of living between urban and
rural areas. Under capitalism, as rural areas were reshaped
by waves of enclosures of farmland and the commodifica-
tion of agriculture in the form of cash crops, large numbers
of people migrated to the urban areas, which became
wealthier. Port cities in particular thrived, given the maritime
basis of the world economy. Today, almost everywhere,
cities have higher incomes, more jobs, and more opportu-
nities than do rural areas.

Finally, within capitalist cities, urban land, like labor,
became a commodity, organized through land markets
(see Chapter 10). In the process, profit became the mech-
anism for establishing different uses of land, including
separating home and work, areas of production and social
reproduction. Gradually, as cities grew larger, particularly
under the Industrial Revolution in the nineteenth century,
the distances between home and work were stretched to
the point where workers engaged in mass commuting. Thus,
an intraurban division of labor complemented the division
between cities and the countryside.

The key for the economic geographer is to see all of
these scales as different versions of the same process (i.e.,
uneven development manifested at the global, continental,
national, and local scales).

Long-Distance Trade

The ability to buy and sell goods over long distances is a
fundamental part of capitalist societies. Trade reflects the
geographic organization of exchange, linking producers
and consumers who generally never see one another. As
capitalism took hold and became entrenched across the
European continent, trade networks proliferated in diversity
and extent. Of course, there was trade prior to capitalism.
In feudal Europe, trade with the Muslim world, and via the
Silk Road, with East and South Asia, allowed the influx of
many goods that Europeans did not produce for them-
selves. Indeed, Europe was the western terminus of a
much larger fourteenth-century trading system that
stretched across the Middle East, India, and into Southeast
Asia and China (see Figure 2.4). Yet prior to capitalism,
trade was largely confined to luxury goods, such as
spices, silks, porcelain, and precious metals. Only aristo-
crats who had the means to purchase such luxuries were
the consumers.

If long-distance trade was peripheral to feudalism—
those societies could have survived without such goods—
it is central to capitalism. In market-based societies, trade
occurs in all sorts of goods, from luxuries to those for
everyday use. The expansion of trade networks was the
major incentive for the formation of networks of land and
sea routes that tied different parts of Europe together and
tied the continent to the rest of the world. Within Europe,
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a vast expansion in roads, canals, and, somewhat later,
railroads was undertaken in the sixteenth, seventeenth,
and eighteenth centuries that stitched places together into
an increasingly interdependent spatial division of labor.
The increased speed with which people, capital, goods,
and information circulated is commonly called time-space
compression (Chapter 9). New ships allowed Europeans to
sail long distances relatively quickly, and in the process
they created new maps and charts for navigation, learning
the behavior of winds and currents all over the planet.

If trade reflects differences among places in the nature
of production, it also helps to shape those places. In eco-
nomics and economic geography, this idea is reflected in
the concept of comparative advantage (Chapter 12), the
specialization of production that occurs when places begin
to trade extensively with one another. The growth of long-
distance trade within Europe, and between Europe and its
colonies, increased competitive pressures on local producers
and helped to fuel declines in production costs and associ-
ated increases in standards of living. By the seventeenth
century, for example, an upper-middle-class family in
Britain could purchase salted cod from Newfoundland, furs
from Russia, timber from Scandinavia, wines from France,
blown glass from what is now the Czech Republic, and
olive oil and citrus from Spain or Greece. In short, capitalist
trade relations made consumers better off as countries
became increasingly interdependent on one another.

New Ideologies

Capitalism, it should be emphasized, is not simply an eco-
nomic, political, cultural, or geographic set of relations—it
is all of these simultaneously. Just as feudalism consisted
of multiple dimensions, including the ideological dimen-
sion of religion, so too does capitalism exist both in the
economy and in the domains of culture and ideology.
Market-based systems reflected the ways in which people
were organized and interrelated, but they also were
reflected in how people perceived the world. The emer-
gence of capitalism brought with it a vast panoply of ideo-
logical changes that revolutionized the ideas, science, and
culture of the modern world.

After its invention in 1450, the printing press made the
production of books easier, faster, and cheaper (Figure
2.10). Of course, Europeans were acquainted with printed
textiles, money, and playing cards long before they en-
countered printed books. And the paper used to produce
handwritten copies of books and manuscripts had been
imported into Europe by Arab merchants in Spain during
the tenth century, who in turn acquired it from China in
the eighth century. From Spain, paper spread to Sicily and
Italy in the eleventh century, and to France in the twelfth
century. Printing had a huge impact on the societies of
Europe. It allowed large quantities of materials to be pro-
duced cheaply and distributed quickly, and the effects of
this revolution, in conjunction with the numerous other
massive changes criss-crossing the face of Europe, were
monumental.
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FIGURE 2.10 Guttenburg’s invention of the printing press in 1450,
using the Chinese innovation of movable type, revolutionized the
way in which ideas could circulate through late medieval and early
capitalist Europe. It is no coincidence that the cheap books made
possible by the printing press played a big role in the European
Enlightenment of the seventeenth and eighteenth centuries.

The new communications environment made possible
by the printing press accelerated the decline of the feudal
order by destabilizing traditional society. Printing brought
literacy to adults—especially males, for female literacy
lagged far behind—who now had more ready access to
texts. The first major step in the mechanization of communi-
cation, printing accelerated the diffusion of information by
packaging it conveniently, democratizing books in much
the same manner that cheap clocks and maps democratized

time and space, respectively, widening access for the literate
to people, places, and events far removed from them histor-
ically or geographically. Similarly, printing undermined the
centrality of the clergy in the production of knowledge, and
unlike handwritten monastic copies, printed books gave
their audiences identical copies to read, experience, and
discuss; it made censorship more difficult as well. By help-
ing to break the monopoly on learning held by monasteries
and universities, printing encouraged the growth of a lay
intelligentsia. The technology therefore did much to enlarge
the domain of the “political.” Ideas of many sorts began
to circulate around the continent, and larger numbers of
people learned to read and write. Printing and rising rates
of literacy facilitated the Ttalian Renaissance, the Protestant
Reformation, European expansionism, and the rise of
modern capitalism and science.

In the sixteenth and seventeenth centuries, starting in
Italy, Europe witnessed the explosion of artistic and scien-
tific knowledge known as the Renaissance (a term not
coined until the nineteenth century). Leading Italian
scholars such as Leonardo da Vinci exemplified the rise of
secular knowledge, as did Erasmus and the Humanists in
northern Europe. Although most of the intellectuals of the
Renaissance were religious, the movement marked a dra-
matic shift from the god-centered view prevalent under
feudalism to one that increasingly emphasized the role of
human beings in the making of the world.

The sixteenth century also witnessed the Protestant
Reformation, the second great schism in Christianity (the
first being the division between the Catholic and Orthodox
branches around the year 1000) (Figure 2.11). Beginning
with Martin Luther in Germany, Protestantism offered a
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different view of life and god than that of Catholicism. In
particular, Protestantism emphasized the role of the individ-
ual and the individual’s direct relation to god, bypassing
priests as intermediaries between individuals and god.
Protestantism was one facet of a much broader growth of
individualism in different social spheres and spread with the
growth of literacy in the aftermath of the printing press. The
famous sociologist Max Weber, who studied the relationship
between Protestantism and the development of industrial
capitalism in northwest Europe, argued that the “Protestant
ethic,” which stressed delayed gratification, savings, and
material success as a sign of god’s grace and one’s potential
entry into heaven, was instrumental in the development of
capitalism. He held that Protestantism elevated work to the
status of a moral obligation, making profit a reward rather
than a sin, paving the way for capital accumulation. This
perspective has been challenged by those who maintain
that Protestantism followed in the wake of market relations
rather than causing them, or that at least Protestantism and
capitalism co-evolved. Others note that the origins of capi-
talism in Catholic Italy undermine the claim that it began in
predominantly Protestant northern Europe.

Science in the sixteenth and seventeenth centuries
played a critical role in restructuring how people viewed the
world and their place in it. The Copernican revolution,
augmented by Galileo, led to a heliocentric view of the
universe rather than the older, Aristotelian geocentric one,
which placed the earth in the center (Figure 2.12), a shift that
accentuated the gradually emerging secularism of the time.
Modern science emerged as scientists like Francis Bacon,
Isaac Newton, Boyle, Pascal, Linnaeus, and Lavoisier made
enormous contributions to physics, astronomy, and chem-
istry and their applications to gravity, optics, and other fields.

By the seventeenth, eighteenth, and nineteenth centuries,
Western societies were undergoing the Enlightenment,
an important explosion of scientific knowledge and secular
political thought. In Britain, France, Germany, and else-
where, advances were made in geology, chemistry, physics,
and biology, including the discovery of atoms, electromag-
netism, and bacteria, leading to the germ theory of disease.
The publication of On the Origin of Species by Charles
Darwin in 1859 revolutionized our understanding of evolu-
tion and ecosystems. These discoveries demystified nature
by subjecting it to scientific law, a process that was acceler-
ated by the proliferation of institutions of higher learning
and academic societies. A gradual, widespread seculariza-
tion of culture was underway. In political thought, theorists
such as John Locke, David Hume, and Adam Smith devel-
oped a worldview that stressed secularism, individualism,
rationality, progress, and democracy. Indeed, democracy,
articulated by Thomas Jefferson among others, may be seen
as a largely American contribution to the Enlightenment.

The Nation-State

Capitalism is not simply an economic system for organiz-
ing the production and consumption of resources through
markets; it is also a political system that involves the state,

Chapter 2 ¢ The Historical Development of Capitalism 33

FIGURE 2.12 The heliocentric Copernican universe, as distinct
from the older, Aristotelian geocentric one, formed an important
component in the increasingly secularized view of nature that
accompanied the scientific and political revolutions of early
modernity. Note that the shift from a geocentric to heliocentric
perspective on the universe caused an enormous intellectual and
political uproar.

that is, governments and governance. Thus, the emer-
gence of capitalism witnessed a series of political changes
that accompanied the rise of market-based societies. One
of the most important of these was the rise to prominence
of the nation-state.

A nation is a group of people who share a common
culture, language, history, and territory, often manifested
in a common ethnic identity. Feudal empires had many
nations within their borders. The Holy Roman Empire
(Figure 2.13) and the Austro-Hungarian Empire, for exam-
ple, contained dozens of different ethnicities. Individual
and collective identity was largely defined in religious
terms (e.g., “Christiandom”), ancestral lineage, or as alle-
giance to a particular king. By the eighteenth century,
however, as these empires began to disintegrate, many
peoples had increasingly come to identify with a nation.
Nationalism is a term generally used to describe either the
attachment of people to a particular nation or a political
movement by groups to achieve statehood (or national
self-determination). As the state became the primary locus
of sovereignty in the eighteenth and nineteenth centuries,
it became increasingly important for ruling elites to construct
a narrative that provided the often culturally heteroge-
neous populations that inhabited the territory of the state
with a single identity. The nation and the state thus came
to merge via the impetus of nationalism, self-determination,
and sovereignty. But even the most classic, textbook ex-
amples of the nation-state lacked homogeneous ethnicity,
such as France, which had different ethnic, linguistic, and
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FIGURE 2.13 The Holy Roman Empire in 1600 was characteristic of
the ethnically diverse states of medieval Europe. Although it was
centered in Germany, at various times it included parts of what are
today France, Italy, Austria, Poland, and other places. This social

formation exemplifies how ethnicity was not a primary unit of
political identity until the emergence of the nation-state.

religious minorities, including, for example, French Basques,
Bretons, and Corsicans.

As national and ethnic identities displaced older feudal
ones, the political geography of Europe was steadily rede-
fined along ethnic lines. Key events like the Peace of
Westphalia in 1648 effectively put an end to the Holy
Roman Empire and legitimated the nation-state as the pri-
mary unit of international law and relations (Figure 2.14).
The concluding document to the Thirty Years® War
(1618-1648), the Peace of Westphalia (recognized as the
first “modern” international treaty) guaranteed the inde-
pendence of the Netherlands and Portugal and allowed
the individual states comprising the Holy Roman Empire to
choose their own religion, a power that had been usurped
by the Holy Roman Emperor. The treaty ensured a state’s
inalienable right to universal authority, particularly the use
of force within its boundaries, and the recognition of such
authority and boundaries by the international community.
Indeed, the modern world system of nation-states, with
clear, sacrosanct borders, is essentially Westphalian in
nature (although now being challenged by globalization).

The French Revolution of 1789 was another major
turning point in the breakdown of the old, feudal social
order and the rise of the new, modern one, creating new
forms of political identity—citizen, for example. The
Napoleonic wars that ended in 1815 likewise laid much of
the geographic basis for the nation-states of the continent.

Spanish
dominions

Austrian
dominions

Brandenburg-
Prussia

Swedish
dominions

Boundary of
= Holy Roman
Empire

ATLANTIC
OCEAN

~
]
Q
§
L)

‘ 0 200 400 Miles
$ R
R 0 200 400 Kilometers
M
q
S
RUSSIA

POLAND

FIGURE 2.14 Signed in 1648, the Treaty of Westphalia not only set the boundaries among the nation-states of early modern Europe, it
also legitimized the nation-state, and the principle of noninterference, in international politics. The emerging geography of capitalism
was as much political as economic in nature.



In Western Europe, the centralized monarchies of feudal-
ism were gradually replaced by constitutional republics; in
Eastern Europe, this did not occur until after World War L.
By the twentieth century, the nation-state had become se-
curely entrenched as the dominant form of political organ-
ization throughout the world, including in many former
European colonies.

The emergence of market societies facilitated the
growth of nation-states in several ways. Rising wealth,
mass literacy, growing cadres of the intelligentsia, and po-
litical parties that demanded a role in the newly democrat-
ic societies were all part of this process. Other institutions
were also important, such as national banks and currency,
a military draft, the media, and national rail systems, which
tied together the diverse parts of the emerging nation-
states and reinforced their sense of being a community of
like-minded people. Thus, capitalism is not simply a sys-
tem that produced markets; it made both states and mar-
kets. But looked at another way, the new nation-states also
facilitated the establishment of markets, including, for ex-
ample, the construction of public infrastructure, the provi-
sion of public services (e.g., schools, transportation), the
establishment of national monetary supplies, and the pro-
tection of domestic producers from foreign competition.
These relations have led some social scientists to discard
the conventional view that markets were born free of the
shackles of the state in favor of the idea that markets
required the state to survive.

It is important to remember that capitalism long preced-
ed the nation-state and that there is no necessary correspon-
dence between the two, which is an observation with impor-
tant implications in the current age of globalization.
Capitalism began in the city-states of northern Italy in the
fifteenth and sixteenth centuries, not in the nation-state,
which is largely a product of eighteenth- and nineteenth-
century industrialization. The ascendancy of the nation-state
marked an expansion of the scale upon which capitalist
social relations were to be managed, including trade and
production networks. Capitalism thus brought about a
national scope of operations at the same time as it did the in-
ternational. Indeed, the political geography of capitalism has
become the interstate system, at whatever scale, which is a
complex of intersections between economic and political
relations.

THE INDUSTRIAL REVOLUTION

Capitalism has been a dynamic force since its inception.
The growth and development of market-based societies
was, by historical standards, very rapid. During the
Industrial Revolution in the eighteenth and nineteenth
centuries, the pace of change accelerated greatly. It would
ultimately become a normal feature of the modern world.
It is worth emphasizing that the Industrial Revolution oc-
curred long after capitalism began; indeed, for most of its
history, capitalism involved preindustrial forms of produc-
tion, including labor-intensive artisanal and household
manufacture in the period known as mercantilism.
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Beginning in the mid-1800s, however, the speed and out-
put of capitalist production in Europe, North America, and
Japan exploded, transforming the worlds of work, every-
day life, and the global economy. Somewhat later, in the
twentieth century, industrialization spread to Eastern
Europe and the Soviet Union; since the 1970s, it has
spread to the newly industrializing countries in selected
parts of the developing world (Chapter 7).

Industrialization is a complex process that involves
multiple transformations in inputs, outputs, and technolo-
gies. The three dimensions that are particularly important
here are discussed next.

Inanimate Energy

Preindustrial societies relied upon animate sources of
energy (i.e., human and animal muscle power) to get
things done. Industrialization can be defined loosely as the
harnessing of inanimate sources of energy, a major
milestone in human economic evolution. Historically, sev-
eral types of inanimate energy have been tapped. The first
involved running water, or water in a particular stage of
the hydrolic cycle when it is moving overland from higher
to lower elevations. This source of energy had been used
in the late Middle Ages to grind corn and flour. By the
early eighteenth century, some producers of textiles began
to use water-powered mills to run their machines, and it
was a major source of energy in the earliest stages of the
Industrial Revolution. Many textile plants in southern New
England, for example, used this strategy. But it constrained
firms to locating near streams and rivers. Many streams are
annual, meaning they may dry up in the summer if there
has been insufficient rainfall in their catchment area. Also,
locating on a stream might put the producer inconvenient-
ly far away from the market.

A more efficient source of inanimate energy involved
coal and the steam engine, the designs for which were laid
out by Thomas Newcomen in 1712 (Figure 2.15). The first
operating steam engine was built by the Scottish engineer
James Watt in 1769; it marked a turning point in the
process of industrialization. The steam engine, originally
designed to pump seawater out of coal mine shafts that
penetrated under the ocean, used relatively cheap and
abundant fuels and could do the work of dozens of men
far more efficiently. This invention required heating water
into steam in order to drive the engine’s pistons, and wood
was the first major source of fuel. Producers began to cut
down forests in Britain in large numbers, deforesting much
of the country, wood supplies began to dwindle, and the
rising cost eroded profits.

As wood became scarce, producers switched to coal,
which could be mined in large quantities. Thus, as Britain
industrialized, several areas became major coal-producing
centers, including Wales and Newcastle. As the Industrial
Revolution spread across the face of Europe, the large coal
deposits of the northern European lowlands—northern
France, Belgium, the Ruhr region in Germany, and Silesia
in southern Poland and the Czech Republic—became
increasingly important, exemplifying one of the themes
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FIGURE 2.15 The steam engine, designed by Thomas
Newcomen in 1712 but first built by James Watt in 1769,
was the key invention of the Industrial Revolution. It
was the first device to harness inanimate energy on a
mass basis and revolutionized both production and
transportation for two centuries.

introduced in Chapter 1: how nature helps to shape the
formation of geographies. In the United States as well, coal
deposits in Appalachia played a key role in the industrial-
ization of the nation.

In the nineteenth century, coal was joined by other
fossil fuels, particularly petroleum, and to a lesser extent
natural gas (Chapter 4). The abundance of cheap energy
was the lifeblood of industrialization, and production
processes became increasingly energy-intensive as a result.
This substitution of inanimate for animate energy both freed
tens of millions of people from drudgery and allowed for
large numbers to live relatively comfortable lives in the ex-
panding middle class that industrialization brought about.

Technological Innovation

As we have seen, capitalism is a very dynamic economic
system. Firms, under the lure of profits and threat of ruin,
engage in frequent innovation as a way to reduce costs
and increase revenues. New technologies certainly
emerged prior to industrialization, but the Industrial
Revolution witnessed an explosive jump in the number, di-

versity, and applications of new technologies (Table 2.1).
A technology is a means of converting inputs to outputs.
These can range from extremely simple to sophisticated.
An otter using a rock to open an oyster is employing a
technology, as you are when you use a pen or a computer.
The increasingly sophisticated division of labor under
industrialization rapidly led to opportunities for new
inventions. These were employed in agriculture, in manu-
facturing, in transportation and communications, and in
services. Figure 2.16 illustrates a variety of technologies
that accompanied the long-term increases in productivity
in transportation and production.

A major reorganization in the nature of work occurred
in the Industrial Revolution with the development of the
Jfactory system. Prior to this era, industrial work was organ-
ized on a small-scale basis, including home-based work.
The early textile industry, for example, used the “putting
out” system of independent workers and contractors. By
the late eighteenth century, however, firms in different in-
dustries were grouping large numbers of workers together
under one roof. Some of the largest factories held thou-
sands of workers. This process effectively created the

‘//j‘f\'&.“‘,‘

o %

A

Windmills/water wheels

Steamship

FIGURE 2.16 Throughout human history, increasing technological sophistication has been tied to the development of energy resources.



TABLE 2.1 Some Major Innovations of the Industrial
Revolution

1708 Mechanical seed sower
1712 Steam engine

1758 Threshing machine
1765 Spinning jenny

1787 Power loom

1793 Cotton gin

1807 Steamboat

1828 Railroad

1831 Electric generator

1834 Reaper

1839 Photography, vulcanized rubber
1844 Telegraph

1846 Pneumatic tire

1849 Reinforced concrete
1850 Refined gasoline

1851 Refrigeration; sewing machine
1857 Pasteurization

1859 Gasoline engine

1866 Open hearth furnace
1867 Dynamite

1873 Typewriter

1876 Telephone

1877 Phonograph

1878 Microphone

1879 Electric light bulb

1884 Rayon

1886 Hydroelectric power plant
1888 Camera; radio waves
1892 Diesel engine

1895 X-rays

1896 Wireless telegraphy
1899 Aspirin

1900 Zeppelin

1903 Airplane

1906 Vacuum tube

1925 Television
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industrial working class. Never before in human history
had so many workers been concentrated on a permanent
basis, a feature that changed how they lived and viewed
each other—and themselves. Inside factories, workers
used vast amounts of capital (i.e., many types of machines),
that is, work became much more capital-intensive. The in-
troduction of interchangeable parts, a concept invented by
American gun maker Eli Whitney, made machines more
reliable and easier to fix. In the early twentieth century,
Henry Ford introduced the moving conveyor belt, which
further accelerated the tempo of work and the ability of
workers to produce.

Productivity Increases

As a consequence of the massive technological changes of
the Industrial Revolution, productivity levels surged.
Productivity refers to the level of output generated by a
given volume of inputs; productivity increases refer to
higher levels of efficiency, that is, greater levels of output
per unit of input (e.g., labor hour or unit of land), or, con-
versely, fewer inputs per unit of output.

As Figure 2.17 indicates, productivity levels rose expo-
nentially in the nineteenth century. This process had sev-
eral important repercussions. As the cost of producing
goods declined, standards of living rose. Most workers la-
bored long hours under horrific conditions and endured
standards of living still quite low compared to those we
enjoy today. But nonetheless, over several decades, indus-
trialization saw many kinds of goods become increasingly
affordable. Because wage rates have been linked histori-
cally to the productivity of labor, the working class gradu-
ally became better off. Clothing, for example, which was
scarce before the Industrial Revolution, became relatively
cheap and ceased to be as accurate an indicator of class
status as it had been previously.

The industrialization of agriculture was most important
in this regard. As machine after machine was introduced
into farming, including mechanical reapers, harvesters,
threshers, and tractors, food became progressively cheaper
and diets improved; more people ate more and better
food than ever before. With the notorious exception of the
Irish Potato Famine of the 1840s, hunger and malnutrition
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gradually declined throughout Europe, although they did
appear in the aftermath of wars. As diets improved, so did
resistance to disease, and life expectancies rose as well.

The Geography of the Industrial Revolution

Like all major social processes, the Industrial Revolution
unfolded very unevenly over time and space. Whereas
capitalism had its origins in Italy, industrialization was very
much a product of northwestern Europe. Some scholars
locate the first textile factories in Belgium, in cities such as
Liege and Flanders. However, without question it was
Britain that became the world’s first industrialized nation.
By the end of the eighteenth century, Britain stood virtually
alone as the world’s only industrial economy, a fact that
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FIGURE 2.17 Manufacturing productivity in the United States
rose exponentially in the latter part of the nineteenth century.
After the Civil War, the Industrial Revolution began in earnest.
As productivity increased, the prices of goods dropped accordingly,
and standards of living rose. Geographically, this period saw the
emergence of the Manufacturing Belt along the southern shores
of the Great Lakes.

gave it an enormous advantage over its rivals. For exam-
ple, Britain’s industrial base allowed it to triumph over
France in their eighteenth-century rivalry for global hege-
mony and to flood its competitors’ markets with cheap tex-
tiles. Cities in the Midlands of Britain, such as Leeds and
Manchester, centers of the British textile and metal-working
industries (Figure 2.18), were known as the workhouses of
the world for their high concentrations of workers, capital,
and output. Given the lack of government regulation over
labor practices, the use of brutally exploitative child labor
was common (Figure 2.19). Others, such as London,
Glasgow, and Liverpool, became centers of ship building,
which, in a maritime-based world economy, was a major
industry in its own right. In many cities, networks of pro-
ducers of guns, watches, shoes, metals, and light industry
formed dense industrial districts of small firms with intricate
linkages of inputs and outputs.

Why Britain? There are no simple answers to this
question. Britain had already enjoyed a network of long-
distance trade relations with its colonies in North America
and elsewhere. Agriculture in Britain was well advanced in
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FIGURE 2.18 Britain’s industrial areas, the sources of the Industrial
Revolution. Coal from Wales and Newcastle fueled the development
of the factory system, particularly in the Midlands cities such as
Manchester, Sheffield, Birmingham, Leeds, and Liverpool.
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FIGURE 2.19 The use of children as workers was common during
the Industrial Revolution, and persisted until the implementation
of child labor laws in the 19th and early 20th centuries. Similar

conditions apply to many children in the developing world today.

the process of commodification compared to the European
continent. And Britain enjoyed large deposits of coal and
was the locale where the steam engine was invented.
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A half-century after it began in Britain, the Industrial
Revolution diffused over the European continent during
the nineteenth century (Figure 2.20). In France, industrial
complexes formed on the lower Seine River and in Paris.
In Italy, the Po River valley became a major producer of
textiles and shoes. In Scandinavia, cities such as Stockholm
became major ship-building centers. In Germany, which
was relatively late to industrialize (following its unification
in 1871), the Ruhr region became a global center of steel,
automobile, and petrochemical firms. By the early nine-
teenth century, the revolution also began to spread world-
wide (Figure 2.21), leapfrogging across the Atlantic and
igniting the industrialization of southern New England,
and in the 1870s, spreading to Japan, which became the
first non-Western country to join the club of industrialized
nations as the old feudal order there collapsed following
the Meiji Restoration of 1868. Russia, which flirted with
industrialization under Peter the Great, did not become
fully industrialized until the 1920s, when the Soviet Union
under Stalin leaped forward to become the world’s second-
largest economy in the span of a decade. In the twentieth
century, the process of industrialization spread to many
developing countries, particularly in East Asia, where it has
had profound consequences for millions of people.

In a sense, then, the industrialization of the developing
world, which is still partial and incomplete, is a continua-
tion of a long-standing historical process. Although the
process changed over the years, its broad outlines have
remained the same. The industrial complexes formed by
the diffusion of the Industrial Revolution remain highly
important to the global economy today; we discuss them in
more detail in Chapter 7.
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FIGURE 2.21 The global diffusion of the Industrial Revolution. By the early nineteenth century, the process had become entrenched
in New England and later took root across the rest of North America. Japan emerged from a long period of isolation in 1868 and
became the first non-Western industrial power shortly thereafter. Eastern Europe lagged well behind Western Europe, and Russia
industrialized only in the 1920s under the Stalinist government in the Soviet Union. The newly industrialized countries (NICs) of East
Asia started the process in the 1960s, and it continues today in selected parts of the developing world.

Cycles of Industrialization

Just as the process of industrialization occurs in different
places at different times, so too did the nature and form of
industrialization vary in successive historical periods. As
we shall see in more detail in Chapter 5, capitalism is
prone to long-term cyclical shifts in its industries, prod-
ucts, labor markets, and geographies, a concept often
referred to as Kondratiev waves of roughly 50 to 75 years’

duration (Figure 2.22). For our purposes, this means that
industrialization saw the rise of different industries at dif-
ferent times. Industrialization was thus not one process but
a series of them that varied over time and space.

The first wave of the Industrial Revolution (1770s—
1820s) centered on the textile industry (Figure 2.23). In
Britain, as in the rest of Europe, North America, Japan, and
the developing world today, textiles have always led
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living in a fifth wave that began in the
1980s, propelled by electronics and
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FIGURE 2.23 A factory during the Industrial Revolution. This
photograph illustrates the exploitative labor relations that
accompanied and underpinned the growth of modern capitalism,
including the frequent use of child labor.

industrialization. Easy to enter, with few requirements of
capital or labor skills, this sector initiated the industrial
landscapes of most of the world. Because this wave was first
centered in Britain, it catapulted that nation to prominence
as the leading economic power in the world, initiating the
period of the Pax Britannica.

The second wave, from the 1820s to the 1880s, was a
period of heavy industry. In the nineteenth century, the
most important sectors were those like ship building and
iron manufacturing. Large-scale and capital-intensive, these
types of firms differed markedly from the light industry of
textiles. They required massive capital investments, were
difficult to enter, and moved toward forming an oligopoly
rather than a competitive market. This was the period in
which the U.S. Manufacturing Belt began to form, although
most of its growth occurred after the Civil War of the
18060s.

In the third wave of industrialization, from the 1880s to
the 1930s, numerous heavy industries appeared, including
steel, rubber, glass, and automobiles. This was a period of
massive technological change, capital intensification, and
automation of work, as well as economic changes. As local
markets gave way to national markets, most sectors experi-
enced a steady oligopolization, or concentration of output
and ownership in the hands of a few large firms. Many
companies became multiestablishment corporations. Not
surprisingly, this wave saw the rise to power of the “robber
barons”: Carnegie (steel), Rockefeller (oil), Duke (tobacco),
Dupont (chemicals), J. P. Morgan (banking), and John
Deere (agricultural machinery).

The primary growth sectors in the fourth wave of in-
dustrialization, which started during or immediately after
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the Depression of the 1930s and lasted until the oil
shocks of the 1970s, were petrochemicals (including
plastics) and automobiles. With a relatively stable global
economy, the world system was dominated by the United
States, which produced a huge share of the planet’s
industrial output.

The electronics industry led the fifth wave of indus-
trialization, often thought of as beginning after the oil
shocks of the 1970s. Powered by the microelectronics
revolution, and by the explosive growth of producer serv-
ices (Chapter 8), this era experienced rapid productivity
growth in household electronics and information-processing
technologies.

It is important to note that during each era, the major
propulsive industry was commonly featured as the “high-
tech” sector of its day. Thus, just as electronics is often
celebrated at this historical moment for its innovativeness
and ability to sustain national competitiveness, so too were
the textile industry in the eighteenth century and steel
industry in the nineteenth century associated with high
levels of productivity and wages. What was a leading in-
dustry at one moment would become a lagging one in the
next historical epoch, as high-wage, high-value-added
sectors replaced low-wage ones in the world’s core and
as low-wage, low-value-added sectors dispersed to the
world’s periphery.

Consequences of the Industrial Revolution

The Industrial Revolution permanently changed the social
and spatial fabric of the world, particularly in the societies
that now form the economically developed world. No part
of their social systems, economy, technology, culture, or
everyday life was left untouched. Within a century of its
inception, industrialization changed a series of rural,
poverty-stricken societies into relatively prosperous, urban-
ized, and cosmopolitan ones. Some of the major changes
included those described next.

CREATION OF AN INDUSTRIAL WORKING CLASS As we
noted earlier, a significant part of industrialization was the
reorganization of work along the lines of the factory sys-
tem. For the first time in human history, large numbers of
workers labored together using machines. These condi-
tions were quite different from those facing agricultural
workers, who were dispersed over large spaces and relied
on animate sources of energy. Industrialization gave rise to
organized labor markets in which workers were paid by
the hour, day, or week.

In short, as firms created a new form of labor, they
created a new form of laborer, a proletariat, or industrial
working class, which became socialized according to the
new conditions of work. This process was not easy, given
how brutally exploitative working conditions were during
this time. Workers typically labored for 10, 12, or even 14
hours per day, six days per week, for relatively low wages.
(The 8-hour day and Saturdays free from work were prod-
ucts of workers” movements in the 1930s.) Often the work
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was unsanitary and dangerous, even lethal, as workers
were subjected to accidents, poor lighting, and poor air
quality. Child labor was also common, subjecting those as
young as 4 or 5 to horrendous and exploitative conditions
like those now found in the developing world.

As a result, time—Ilike space, and so much else—
became a commodity, something bought and sold. The
transition from agricultural time to industrial time was
important. Prior to the Industrial Revolution, people expe-
rienced time seasonally and rarely felt the need to be
conscious of it. Time was simply lived, without worry
about the precise beginnings and endings of events. With
industrialization, however, time was measured and divided
into discrete units, as signaled by the factory whistle, bell,
and stopwatch. This change marked the commodification
of time via the labor market.

Industrialization produced a working class; it also pro-
duced labor unions. The first resistance to the industrial
system arose in the early nineteenth century among the
British Luddites, named after their leader, “General” Ned
Ludd. Luddites blamed their miserable working conditions
on the machines they used and often destroyed them as a
way of halting their exploitation. In France, workers wearing
large wooden shoes, or “sabots,” jammed them into the
machinery in an act of “sabotage.” By the late nineteenth
century, labor had formed a number of powerful unions;
in the United States these included the Knights of Labor,
the American Federation of Labor, and, in the twentieth
century, the Industrial Workers of the World and the
Congress of Industrial Organizations. Industrialization thus
often led to considerable class conflict.

URBANIZATION Geographically, the Industrial Revolution
was closely associated with the growth of cities. Almost
everywhere, industrialization and urbanization have been
virtually simultaneous. Manufacturing firms concentrated
in cities, especially large ones, such as the British Midlands
(e.g., Leeds, Manchester) or throughout the U.S.
Manufacturing Belt (e.g., Pittsburgh, Cleveland, Detroit,
Chicago, and Milwaukee). The reasons firms concentrated

in cities are important. Often, this tendency is attributed to
the presence of workers in urban areas. But which came
first, firms or workers? Cities were clearly centers of capital
as much as they were centers of labor, which poses some-
thing of a “chicken or egg” problem. Yet cities were very
small when the Industrial Revolution began, but through
agricultural mechanization (which reduced rural job op-
portunities) and rural-to-urban migration, the urban labor
supply was created.

As Chapter 5 documents more fully, there are power-
ful reasons for firms to concentrate, or agglomerate, in
cities. Most firms benefit by having close proximity to
other firms, including suppliers of parts and ancillary serv-
ices. Concentration allows firms to share a specialized in-
frastructure, information, and labor force. The cities of the
nineteenth century were composed of dense webs of in-
dustrial firms, with intricate input and output relationships
tying them together. Industrialization changed societies
from predominantly rural to predominantly urban in char-
acter. In Europe, North America, and Japan, for the first
time in history, the majority of people lived in cities. The
growth of cities in industrial societies is frequently depict-
ed using an urbanization curve (Figure 2.24), which illus-
trates the percentage of people living in urban areas over
time. In the United States, for example, the first national
census of 1790 showed that 95% of Americans lived in
rural areas. This rural proportion decreased throughout the
nineteenth century, and by 1920, 50% of the nation’s pop-
ulation lived in cities. Today, it is roughly 85%. The pattern
is similar in every other country that has industrialized.

POPULATION EFFECTS Industrialization changed more than
simply the geographic distribution of people (i.e., concen-
tration in cities); it also shaped growth rates and demo-
graphic composition. We shall explore in more detail how
populations change in Chapter 3, but we note here that
the Industrial Revolution unleashed drastic changes in
both the rate of growth and the health of the population.

On the eve of the Industrial Revolution, the famous the-
orist Thomas Malthus predicted that rapid population growth
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would create widespread famine. Yet Malthus was soon
proved to be wrong, at least in the short run. The industrial-
ization of agriculture generated productivity increases greater
than the rate of population growth, and the creation of a sta-
ble and better food supply improved most people’s diets. As
a result, life expectancy rose. Industrialization also lowered
death rates, particularly as malnutrition declined and infant
mortality rates dropped. Eventually, public health measures
and cleaner water helped to control the spread of most infec-
tious diseases. As death rates dropped, the populations of in-
dustrializing countries increased dramatically (Figure 2.25).
Accompanying this change was a shift from the extended to
the nuclear family. Eventually, as Chapter 3 explains, industri-
alization also led to a decline in the birth rate, the number of
children per family, and growth rates.

GROWTH OF GLOBAL MARKETS AND INTERNATIONAL
TRADE The Industrial Revolution had an impact on the
existing global economy as well. Under capitalism, a
loose network of international trade had formed well
before the eighteenth century. Indeed, as we saw earlier,
there were extensive linkages from Europe across Eurasia
and the Indian Ocean as early as the fourteenth century.
The harnessing of inanimate energy for transportation
dramatically accelerated the speed of both land and water
transportation, significantly compressing time and space
(Chapter 9). Sailing ships and horse-drawn transport trav-
eled at roughly 10 miles per hour (mph), for example, but
steamships could reach speeds of 40 mph and railroads
more than 65 mph. Moreover, the new, industrialized
forms of transportation were not only faster but also cheap-
er, resulting in cost-space convergence as well.
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These changes dramatically lowered the barriers to
trade, and the international volume of imports and exports
began to soar. Europe, starting with Britain, could import
unprocessed raw materials, including cotton, sugar, and
metal ores, and export high-value-added finished goods, a
process that generated large numbers of jobs in Europe
and contributed to a steady rise in the standard of living. It
is worth noting that classical political economists like
Adam Smith and David Ricardo began to attack the philos-
ophy of mercantilism, which preached state protection
against imports, at precisely this historical moment.

Finally, the industrial world economy saw explosive
growth in international finance. British banks, largely con-
centrated in London, for example, began to expand their
activities internationally, lending to clients and investing in
markets overseas. Much of the capital that financed the
American railroad network came from Britain. The global-
ization of production was thus accompanied by the steady
globalization of money and credit.

The timing of industrialization was significant to dif-
ferent nations as well. There existed an important differ-
ence between early and late industrializers in this regard.
Early industrializers (e.g., Britain, the United States) faced
little international competition. Thus, their light industries
(i.e., textiles) associated with the first wave of industrial-
ization could develop relatively slowly, with minimal
government intervention. Firms in sectors such as textiles—
with few barriers to entry, low infrastructural demands,
and quite competitive internationally—were important in
shaping the national political climates that were character-
ized by laissez-faire politics and minimal government
intervention.
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Case Study
Railroads and Geography

Railroads, one of the central technologies of the
Industrial Revolution, along with steamships, gave birth
to radically new urban and economic geographies.
Railroads were central to the rise of modern capitalism
and the opening up of continental interiors to rapid,
cheap, and dependable transportation. In addition to
their ability to shuttle people, railroads could move
heavy loads over long overland stretches, reducing land
transport costs by as much as 95%.

British railroads, the world’s first, began in the
early nineteenth century. In 1814, the first steam loco-
motive was introduced, and the British system expanded
rapidly. In 1830, the first interurban railroad connected
Liverpool and Manchester. Early railroads achieved speeds
between 20 and 30 mph, or three times that achieved by
stagecoaches; later ones achieved speeds up to 70 or 80
mph. The enormous costs of constructing and maintain-
ing railroad networks required, however, high volumes
of traffic to amortize expenses over numerous clients.

In Russia, railroads helped to forestall a decline
into Third World status. With the opening of the Moscow—
St. Petersburg line in 1851, Russia’s railroads zoomed
from 700 total miles in 1860 to 36,000 in 1900. The first
leg of the Trans-Siberian railroad opened in 1903,
stretching 6000 miles from Moscow to Vladivostok; by
reducing journey times between Europe and Asian
Russia from months to days, it brought the vast re-
sources of Siberia into the tsarist spatial division of labor.
Similarly, the Japanese rail system first linked Tokyo and
Yokohama in 1872, part of the rapid unification of
Japanese space following the Meiji Restoration of 1868.
In Italy, the railroad became an instrument of national
unification, a process achieved in the face of the grow-
ing economic and political ascendancy of the north at
the expense of the peninsula’s southern districts. The
French railroad system, centered, naturally, upon Paris,
soon made even the capital accessible to people through-
out the nation; equally important, it made French
peripheral territories accessible to Parisian capitalists.

Within cities, too, railroads were potent in restruc-
turing urban land markets, initiating a series of changes
in the urban rent structure that amplified some land val-
ues and eroded others. Railroads simultaneously intrud-
ed upon older cities, destroying the traditional fabric of
urban spaces and giving rise to new ones. As the com-
modification of urban space intensified, specialized dis-
tricts of production and social reproduction materialized
apace within divisions of labor that became spatially
extended and more integrated. Outside urban areas,
railroads allowed the rhythms of the city to penetrate the
countryside. By making distant lands accessible, rail-
roads dramatically extended the rent structures of urban
areas, commodifying land in hitherto inaccessible regions,

encouraging farmers, settlers, and planters to assault
distant, relatively untouched ecosystems.

The American rail experience paralleled that of
Britain in generating an increasingly ubiquitous trans-
port surface across national space. Beginning with the
first line in Quincy, Massachusetts, in 1826, Boston be-
came the country’s first rail hub, with three radial lines.
It took only 43 years to move from the first rail line in
1826 to the famous transcontinental connection of the
Union Pacific and Central Pacific lines at Promontory
Point, Utah, on May 10, 1869, that stitched together the
multitude of farms, towns, and cities stretched across
North America. Thus, distances from New York that took
6 weeks to traverse in 1830 could be crossed in 1 week
by 1857. American railroads had profound impacts on
the country’s social, urban, and economic geography,
opening the coal mining districts of Appalachia and the
meat and grain belt of the Midwest alike. The time-space
effects of the railroad system were geographically highly
uneven; the Northeast and Midwest were integrated far
more than were the Northeast and the South. Because
American labor was expensive and land was cheap—the
exact opposite of Europe—railroads in the United States
tended to curve much more around hills and valleys.

American railroads were instrumental in opening
up the vast wilderness of the continental interior, and
train travelers across the prairies compared railroads to
ships on land. The completion of national rail networks
also facilitated the specialization of individual cities,
which often benefited from comparative advantages
based on local resources, strategic locations, and contin-
gent pools of skilled labor. Chicago in particular wit-
nessed explosive growth in the 1840s due to its role as a
transportation hub. The accelerated speed and improved
reliability of shipments brought the Midwest steadily into
the orbit of Eastern capital. Shortly after the Civil War,
the Rocky Mountains and West Coast were incorporated
into the American space-economy, which soon there-
after became the largest in the world, surpassing Britain
in the 1890s. Far from resulting from some mythical
process of “free market” expansion, the growth of the
American railroads was actively abetted by the federal
government, including the land grants introduced
in 1850. The U.S. Interstate Commerce Act of 1887
standardized rail gauges.

One of the most significant long-term impacts of
the relational geographies that the railroad fostered was
the rise of dramatically expanded markets on the scale
of the nation-state. Prior to the Industrial Revolution,
markets were highly localized and self-sufficient and
long-distance trade was comparatively rare. In 1817, for
example, it took 52 days to ship goods from Cincinnati
to New York using wagons and rivers. Between 1830



and 1857, most of the country was within a few days’
travel of New York City. Interregional commerce tended
to be export-oriented and controlled by merchants in
large, East Coast cities. As long as production and con-
sumption were confined to regional markets, goods
retained the identity of their origin. Railroads, however,
allowed large-scale commercial providers to lower costs,
increase productivity, and raise profits while using the
new technologies to conquer space in ever more effec-
tive ways, expanding their operations by diminishing
geographic barriers. Within the new, larger markets,
prices tended to equalize quickly. This process generat-
ed “economies of speed” in which maximization of
throughput set the stage for the emerging industrial
regime of production. All of this was central to the

In contrast, relatively late industrializers faced a signif-
icantly different international climate, one dominated by
early industrializers. Countries such as Germany and
Japan, which did not begin industrializing until the late
nineteenth century—long after Britain and the United
States—faced significant competition in industries like tex-
tiles. Consequently, these nations tended to experience
relatively short periods in which their economies were
dominated by light industry and moved rapidly into heav-
ier sectors. Germany, for example, developed a compara-
tive advantage in steel, armaments, and automobiles. In
countries in which heavy industry dominates and places
significantly higher demands on the state for labor train-
ing, infrastructure, and trade protection, national political
cultures that look favorably upon state intervention are
more likely to develop. This is true of newly industrializing
countries (NICs) today (Chapter 14). Thus, the internal po-
litical culture within countries was strongly affected by the
timing of their entry into the international division of labor.

COLONIALISM: CAPITALISM
ON A WORLD SCALE

Intimately associated with the development of capitalism in
Europe was Europe’s conquest of the rest of the globe. This
process, euphemistically called the “Age of Exploration,” can
be viewed as the expansion of capitalism on a global scale.
Just as the geographies of capitalism are typified by uneven
spatial development, as noted earlier, colonialism involved
uneven development on a global scale, with Europe at the
center and its colonies on the world periphery. Many theo-
ries of world development, such as world-systems theory, in-
corporate this theme (Chapter 14).

Colonialism was simultaneously an economic, politi-
cal, and cultural project. It was also an act of conquest, by
which a small group of European powers came to domi-
nate a very large group of non-European societies.
Culturally, under colonialism the distinction between the
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transition from small, isolated, localized markets to larger,
national ones, a new geographic formation that was
highly conducive to the rise of larger, capital-intensive,
vertically integrated, multiestablishment firms and oli-
gopolies as companies internalized their commodity
chains, that is, produced many inputs for themselves
rather than purchased them from suppliers.

One of the most explicit repercussions of railroads
was the standardization of time. England, first to build
railroads, was also the first to adopt a standard railroad
time: In 1847, the British Railway Clearing House sug-
gested that all rail stations adopt Greenwich Mean Time
(GMT), the special preserve of the Royal Observatory
located in Greenwich and founded in 1675. By 1855,
GMT became the legal standard throughout the country.

“West” and the “Rest” emerged. In conquering the “Orient”
and encountering cultures very different from their own,
Europeans discovered themselves as Westerners, often in
contrast to other people whom they represented in highly
erroneous terms.

Everywhere, colonized people fought back against
colonial rule. Examples include the Inca rebellions against
the Spanish, Zulu attacks on the Dutch Boers, the great
Indian Sepoy uprising of 1857, and the Boxer Rebellion of
1899-1901 in China. Yet Western powers, armed with guns,
ships, and cannon, effectively dominated the entire planet.
While a few countries remained nominally independent,
such as Thailand, the only one to escape colonialism sub-
stantively was Japan, which, under the Tokugawa
Shogunate, closed itself off from the world until 1867.

Colonialism had profound implications for both the
colonizers and the colonized, which is why a sophisticated
understanding of economic geography must include some
understanding of this process. Globally, colonialism pro-
duced the division between the world’s developed and
less developed countries, a theme explored in detail in
Chapter 14. Colonialism changed European states too,
strengthening the formation of capitalist social relations
and markets as well as the nation-states in Western
Europe. Prior to colonialism, Europe was a relatively poor
and powerless part of the world, compared to the Muslim
world, India, or China; afterward, Europe became the most
powerful collection of societies on the planet.

The Unevenness of Colonialism

It is important to note that colonialism did not occur in the
same way at different historical moments and in different
geographic places. Temporally, there were two major
waves of colonialism (Figure 2.26), one associated with
the preindustrial mercantile era and the other with the
Industrial Revolution. From the sixteenth century, when
colonialism began, until the early nineteenth century,
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Western economic thought was characterized by mercan-
tilism, in which state protection of private interests was
justified as necessary for the national well-being. During
this period, the largest colonial powers were Spain and
Portugal, and their primary colonies were in the New
World and parts of Africa.

Following the Napoleonic wars, which ended in the
Treaty of Vienna in 1815, European powers were relatively
weak. This provided an opportunity for nationalists in Latin
America, led by Simén Bolivar, to break away and become
independent countries. Thus, the number of colonies de-
clined sharply in the early nineteenth century. However,
during the subsequent phase of industrialization, character-
ized economically by the ideology of free trade, the num-
ber of colonies grew again. This time, Britain emerged as
the world’s premier power, and along with France, colo-
nized large parts of Africa and Asia. Finally, as Figure 2.26
illustrates, the number of colonies declined rapidly after
World War II amid the era of decolonization.

Colonialism was also uneven spatially. Different colo-
nial empires had widely varying geographies, as illustrated
by the distribution of empires at their peak in 1914, the
eve of World War I (Figure 2.27). The British Empire,
which encompassed one-quarter of the world’s land sur-
face, stretched across every continent of the globe, includ-
ing large parts of western Africa, the Indian subcontinent,
and parts of Southeast Asia. The French ruled in parts of
western Africa and in Indochina as well as Madagascar.
The Portuguese had Brazil, chunks of Africa such as

Angola and Mozambique, Goa in India, parts of Indonesia
such as Timor, and Chinese Macau. The Belgians pos-
sessed Congo, the private holdings of Leopold II. Portugal
retained control over vast swaths of Africa. Italy was in
Libya and Ethiopia. Even Germany, late to unify and to in-
dustrialize, controlled parts of Africa (Togo, Namibia,
Tanganyika) and New Guinea.

How Did the West Do It?

What allowed Europe to conquer the rest of the planet?
The answers to this question are not simple. Obviously,
they do not lie in any innate superiority of Europeans.
Indeed, for much of history, Europe was relatively weaker
and poorer than the countries it conquered. By the six-
teenth century, however, Europe did come to possess sev-
eral technological and military advantages over its rivals.

Jared Diamond (1999), in his Pulitzer—prize-winning
book Guns, Germs, and Steel, maintains that Western soci-
eties enjoyed a long series of advantages by virtue of geo-
graphical accident. Agriculture in the West, centered on
wheat, was productive and could sustain large, dense pop-
ulations. Old World societies were often stretched across
vast East-West axes, or regions with common growing sea-
sons. There was a long Western history of metalworking,
which not only increased economic productivity but also
led to such weapons as guns and cannons. By the
Renaissance, Europeans had become highly skilled at
building ships and navigating the oceans. And by the late
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FIGURE 2.27 The geography of colonial empires in 1914, on the eve of World War | and the peak period of European influence.

The British Empire encompassed vast areas in Africa, South Asia, and Australia. France ruled over most of western Africa and
Indochina. Portugal retained its hold over Angola and Mozambique. Belgium controlled Congo. Indonesia belonged to the Dutch.
Even late-developing Italy and Germany controlled parts of Africa. Japan was becoming a new colonial power in Asia, and the United
States had become both a colonial power, in the Philippines and Puerto Rico, as well as an emerging neocolonial one.

eighteenth century, the West had discovered inanimate en-
ergy, which offered numerous economic and military ad-
vantages. In addition, the Europeans unleashed diseases
(if unintentionally), particularly smallpox and measles, on
the New World, which provided them with an unintended
advantage but also led to labor shortages.

Others maintain that the West’'s advantages were not
simply technological, but political. The Western “rational”
legal and economic system stressed secular laws and the
importance of property rights. Yet others point out that un-
like the Arabs, Mughal India, or China, Europe was never
united politically. Indeed, every time one European power
attempted to conquer the others, it was defeated, as exem-
plified by France in the early nineteenth century and
Germany twice in the twentieth. The lack of centralized
political authority created a climate in which dissent
and critical scholarship was tolerated. For example, the
French Huguenots, Protestants in a predominantly Catholic
country, could flee persecution by moving to Switzerland,
where they started the Jura district watch industry.
Similarly, when Columbus failed to obtain financing for his
voyages from the Italians, he could switch to Spain, whose
king ultimately consented.

A Historiography of Conquest

To appreciate colonialism, it is necessary briefly to delve
into its specifics in different times and places. This short
review is intended to demonstrate that colonialism meant
quite different things under different contexts (i.e., it was
historically and geographically specific).

LATIN AMERICA Home to wealthy and sophisticated civi-
lizations such as the Inca, Mayan, and Aztec cultures, Latin
America was one of the first regions to be taken over by
Europeans. Two years after Columbus arrived, Spain and
Portugal struggled over who owned the New World, a
contest settled by the Pope in the Treaty of Tordesillas in
1494 (Figure 2.28). The conquistadors who spread out
over Mexico and Peru annihilated, respectively, the Aztecs
and Incan states. In large part, this was accomplished
through the introduction of smallpox, which killed 50 to
80 million people within a century of Columbus’s arrival,
the greatest act of genocide in human history.

Under the philosophy of mercantilism, which stressed
bullion, or precious metals, as the key to national wealth,
the Spanish took home large quantities of silver from the
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New World. The silver mines in central Mexico were
among the largest in the world, and in the Potosi mines in
Bolivia, 2 million Aymara Indians perished digging silver.
Argentina takes its name from the Latin word for silver and
is home to the Rio Plata (or “silver river”). Most of this
metal was taken back to Spain in galleons and provided an
enormous base of capital that financed economic activities
throughout Europe.

Spain also introduced the land grant system into the
New World, giving large tracts of lands to potential rivals
for the Spanish throne to remove any threat they might
have posed. This process was an extension of the latifun-
dia system practiced in Iberia, which itself had roots going
back to the Roman Empire. As a small landed aristocracy
consolidated its hold, the distribution of farmland became
highly uneven, with a few wealthy landowners and large
numbers of landless campesinos. This pattern continues to
the present in Latin America, indicating how colonialism
still profoundly shapes the geographies of the contempo-
rary world.

The Spanish empire in the New World was largely
ended by the independence movements of the 1820s that
followed the Napoleonic wars (although it took the
Spanish-American War of 1898 to finish it off). The Spanish
empire broke up into a series of independent countries
stretching from Mexico to Argentina. The Portuguese em-
pire in Brazil did not fragment in the same way, leaving
that nation as the giant of Latin America.

NORTH AMERICA The colonialization of North America
proceeded along somewhat different lines. Here, the
Spanish were active in Florida and in the Southwest
(Figure 2.29). A century before the Pilgrims arrived at
Plymouth Rock, the Spanish had control of what is now
Texas and California. The French took over Quebec and
the St. Lawrence River valley, only to lose it to Britain in
the eighteenth century, and the Mississippi River valley,

with the key port of New Orleans, only to sell it to the
United States in the Louisiana Purchase of 1803. The
Russians crossed the Bering Straits and seized Alaska but
sold it to the United States in 1867. The Dutch established
colonies in New Amsterdam, including Haarlem and
Brueklyn, but the British captured the area in 1664 renam-
ing it New York. Britain emerged as the dominant power
in North America, controlling New England and the
Piedmont states along the eastern seaboard. Canada was
colonized largely through the famous Hudson Bay
Company, then the world’s largest, which controlled much
of the fur and fish trade.

British colonialism in North America began with a se-
ries of port cities on the east coast, typically at the mouths
of rivers (e.g., Boston, New York City, Philadelphia). After
these colonies achieved independence in the Revolutionary
War, settlers moved west, across the Appalachians in the
early nineteenth century and across the Great Plains and
Rocky Mountains somewhat later. Railroads opened up the
region to even further settlement. As in Latin America, this
process involved the wholesale eradication of Native
American peoples, theft of their land, and commodification
of territory.

AFRICA As it was everywhere else, colonialism in Africa
was unique. The process included slavery, the kidnapping
of roughly 20 million people and exporting them to the
New World (Figure 2.30), typically under brutally inhu-
mane conditions, where they were used to compensate for
the labor shortages brought on by the European annihi-
lation of Native Americans. The capture of slaves robbed
these societies of young adults in their prime working
years and sometimes occurred with the assistance of local
chiefs who sought to profit from the trade. Slaves were
generally taken from western Africa, and the largest num-
bers worked the sugar plantations of Brazil and the
Caribbean. Others worked the cotton and tobacco planta-
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tions of the American South. In eastern Africa and across
the Sahara desert, there long existed a smaller system of
slavery operated by Arab traders.

Africa is exceptionally rich in minerals, and colonialists
were quick to take advantage of that fact. In the nineteenth
century, when European powers penetrated from the
coastal areas into the interiors, copper, gold, and diamond
mines soon opened, often using slave labor. These activities
remain the basis of many African economies today.

Perhaps the most important colonial impact on Africa
was the political geography that Europe imposed upon
that continent. Following the famous Berlin Conference of
1884, when European powers drew maps demarcating
their respective areas of influence, the colonies of Africa
bore no resemblance whatsoever to the distribution of
indigenous peoples. Roughly 1000 tribes were collapsed
into about 50 states (Figure 2.31). Some groups were sep-
arated by colonial boundaries; many others, with widely
different cultures and economic bases, were lumped to-
gether. Not surprisingly, since independence in the 1950s

and 1960s, many African states, including Angola, Congo,
Rwanda, Liberia, and Sudan, have been wracked by civil
wars and tribal conflicts in which tens of millions have
perished.

THE ARAB WORLD The Arab world, one of the most pow-
erful and sophisticated centers of world culture from the
seventh through the fifteenth centuries, had been colo-
nized long before the Europeans arrived. The expansion
of the Ottoman Empire over several centuries led one
group of Muslims—Turks, who are not Arabs—to domi-
nate another group of Muslims, the Arab peoples of the
Middle East and North Africa (Figure 2.32). Gradually,
starting in the nineteenth century, European powers en-
croached on this vast domain. In 1798, the French seized
Egypt from the Ottomans, only to lose it to Britain four
years later. The British used Egypt as a source of cotton,
establishing large plantations along the Nile River and
building the Suez Canal in 1869. In the nineteenth century,
the French seized Morocco, Algeria, and Tunisia.
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FIGURE 2.30 The slave trade brought roughly 20 million Africans to the New World to compensate for the labor shortages induced
by the great smallpox epidemics of the sixteenth century. Slavery robbed African societies of many of their young people in the
prime working years. Most slaves were shipped to the Caribbean and South America to work on sugar and fruit plantations; in
the southern United States, slaves were used to grow and harvest cotton and tobacco.

After World War I, the Ottoman Empire collapsed, and
the French and British seized its Arab colonies. The French
took over Syria and Lebanon. The British assumed control
over Palestine, much of which became Israel in 1948, as
well as Traq and the sheikdoms of the Persian Gulf. Many
Arabs, who initially welcomed the Europeans as liberators,
quickly learned that their new, European boss was very
similar to the old, Ottoman one in its suppression of their
liberties.

SOUTH ASIA The Indian subcontinent came to be the
jewel in the crown of the British Empire. Starting in the
seventeenth century, the British East India Company estab-
lished footholds in this domain, founding the city of
Calcutta in 1603. India, which is predominantly Hindu, had
long been controlled by the Muslim Mughals, whose
power was gradually usurped by the foreigners. A vast
land that stretched from Muslim Afghanistan in the west
through Hindu India to Buddhist Burma, the Indian colony
was the largest colonial possession on earth.

Britain made an enormous economic impact on this
land. In the nineteenth century, British textile imports

flooded India, destroying the Mughal textile industry in a
classic example of colonial deindustrialization. This event
later became symbolically important in the independence
movement after World War II, when Gandhi called upon
Indians to boycott British textiles. Indian laborers were ex-
ported throughout the British Empire, including the
Caribbean, eastern Africa, and parts of the Pacific such as
Fiji. Tea plantations were established in Bengal and Ceylon
(now Sri Lanka). To facilitate the extraction of Indian
wealth, Britain built railroads.

In 1857, a mass uprising against the British, known as
the Sepoy Rebellion, took place. Encouraged by the local
raj, or Mughal ruler of Calcutta, the revolt claimed the lives
of tens of thousands of Indians when it was eventually
crushed. Although it failed, the revolt is often considered
India’s first blow for independence because it forced the
British crown to assume direct control over this land rather
than administer it through the East India Company, which
was abolished as a consequence.

EAST ASIA East Asia, comprising China, Korea, and
Japan, also had a unique colonial trajectory. Japan, as
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FIGURE 2.31 The Berlin Conference of 1884 redrew the map of Africa, collapsing roughly 1000 tribes into 50 different states. Because

the boundaries of what would become Africa’s states bore no resemblance to the geography of the people who lived there, many
tribes were split in two, while others, without any cultural or economic similarities, were lumped together. The political geography of
Africa has played out disastrously in the form of numerous tribal conflicts and civil wars that have claimed the lives of tens of millions

of people.

noted earlier, was never colonized. When it emerged from
a long period of isolation that began in the early seven-
teenth century and lasted until 1853, Japan rapidly west-
ernized and industrialized and became the only non-Western
power to challenge the West on its own terms, gradually
expanding its power through northeast Asia. Korea,
opened up under the threat of force in the 1870s, was
taken over by Japan in 1895 and annexed in 1905, and

Japan held it until the end of World War II. A similar
situation occurred in Taiwan.

China, however, was a different story. Under the rule
of the Manchus, foreigners from the north (Manchuria)
who ruled the Chi'n dynasty from 1644 until the revolu-
tion of 1911, the Chinese government was weak and cor-
rupt. Except for a few cities along the coast, China
was never formally colonized; rather, European control
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operated through a pliant and cooperative government.
Chinese coolie labor was exported to British colonies in
Southeast Asia and to the United States, where Chinese
labor built railroads in the West. British, French, German,
and American trade interests purchased vast amounts of
Chinese tea, silks, spices, and porcelains. In fact, Britain
ran a negative balance of trade with China in the eigh-
teenth and early nineteenth centuries, which it rectified
by introducing large amounts of opium. By the 1830s,
opium use was widespread in China. Opium is highly
addictive, and the introduction of massive quantities
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created severe social disruptions in Chinese society.
Nonetheless, profits were more important, and the British
trade balance was restored (Figures 2.33a and 2.33b). In
a rare moment of defiance, the Manchu government
resisted opium imports, and Britain and China fought
two short, nasty conflicts, the Opium wars of the 1840s.
The British won easily. As compensation, the British
seized “treaty ports,” coastal cities such as Hong Kong
and Shanghai, where Western, not Chinese, law applied.
Britain held Hong Kong until 1997, when it was returned
to China.
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FIGURE 2.33 British sales of opium to China in the nineteenth century represented a response to Britain’s trade deficit with that
nation. Economically, opium had exactly the intended effect, reversing the balance of payments, as indicated by silver flows.
Socially, it was catastrophic: Opium is highly addictive and as much as 12% of China’s adult population became hooked on it as a
result of cheap British imports. The Manchu regime’s opposition prompted the Opium wars of the 1840s, which Britain won handily,

opening China to the establishment of foreign treaty ports.



Chinese resentment against the Manchus culminated
in the Taiping Rebellion, a huge uprising in the southern
part of the country led by Chinese Christians. Lasting from
1851 to 1864, this rebellion led to the deaths of more than
20 million people but was ultimately crushed by the
Chinese government with Western backing. The shorter
Boxer Rebellion of 1899-1901 was more explicitly anti-
Western. These revolts set the stage for the successful na-
tionalist revolution of 1911, which ended Manchu rule and
initiated the Republic of China.

SOUTHEAST ASIA The peninsula of Indochina and the
islands of Southeast Asia, long home to a rich and diverse
series of peoples and civilizations, were conquered by a
variety of different European powers (Figure 2.34). The
Philippines was Spain’s only Asian colony and served as
the western terminus of the trans-Pacific galleon trade.
Administered as part of Mexico, the Philippines was heavily
shaped by Spanish rule, which affected land-use patterns
(including sugar plantations), the region’s language, and
made it the only predominantly Catholic country in Asia.
Spanish rule ended in 1898 when the United States took
over; the Philippines finally became independent after
World War II.
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The French controlled much of Indochina, including
Vietnam, Laos, and Cambodia. French rule shaped the de-
sign and architecture of cities such as Saigon, and large
numbers of Vietnamese converted to Catholicism. French
domination did not end until 1954, with the defeat at Dien
Bien Phu an event that laid the foundations for American
military involvement in Vietnam later.

Britain was also a major power in Southeast Asia; it
controlled Burma and, only informally, the economy of
Thailand. These countries were made into rice exporters
for other parts of the British Empire. The British controlled
the colony of Malaya (later Malaysia), including the strate-
gically critical Malacca Straits. They founded the city of
Singapore as a naval station and commercial center to ex-
ercise control over this region. Malaya, like other colonies
in the area, became a major producer of rubber products
as well as timber and tin.

Indonesia, now the fourth most populous country in
the world, was dominated by the Dutch for several hun-
dred years. Dutch rule, starting with the founding of the
Batavia colony on Java in the eighteenth century, gradual-
ly expanded to include the other islands. The primary in-
stitution involved was the Dutch East Indies Company, a
chartered crown monopoly similar to the British East India
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FIGURE 2.34 Colonialism in Southeast Asia involved a variety of powers. The French occupied Vietnam, Laos, and Cambodia. Britain
ruled Burma, Malaya, and Singapore and indirectly controlled Thailand. The Spanish held the Philippines until 1898, when the United
States took it away. The Dutch ruled Indonesia until 1947, when it finally achieved independence.



54  The World Economy: Geography, Business, Development

and British West India companies. Indonesia became a sig-
nificant source of spices, tropical hardwoods, rubber, cot-
ton, and palm oils. In all of Southeast Asia, Chinese immi-
grants came to play major roles in the economy as bankers
and shopkeepers.

OCEANIA Australia, New Zealand, and the Pacific Ocean
islands, which are commonly grouped as the region of
Oceania, formed yet another domain of colonialism.
Australia was inhabited for thousands of years by indige-
nous aborigines, most of whom were eradicated by the
British as they exerted control. The native Tasmanian pop-
ulation was completely exterminated. The continent
served originally as a penal colony for criminals. In the
nineteenth century, it became a significant exporter of
wheat and beef.

New Zealand, also a British colony, had a much larg-
er native population, the Maori, who continue to have a
significant presence there. The introduction of refrigerat-
ed shipping in the late nineteenth century turned this is-
land nation into a major producer of lamb and dairy
products.

Finally, the countless islands of the Pacific Ocean,
home to varying groups of Polynesians, Micronesians, and
Melanesians, were conquered by the British and French.
Captain Cook sailed through in the seventeenth century,
paving the way for followers. In the nineteenth century,
tishing and whaling interests used these islands to refuel.
Following World War II, when the United States drove
Japan out of the Pacific, America became the leading polit-
ical force in the area.

The Effects of Colonialism

By now, it is abundantly evident that colonialism intro-
duced enormous changes in colonized places. It is worth
recapitulating these in a more systematic form.

ANNIHILATION OF INDIGENOUS PEOPLES Often, colonial-
ism imposed traumatic consequences on the people who
were conquered. At times, this meant open genocide, such
as in Australia, in which more than 90% of the aboriginal
population was exterminated. In the New World, disease
led to the deaths of tens of millions, or 95% of the popula-
tion, including all of the native inhabitants of the
Caribbean. The African slave trade devastated tribal soci-
eties on that continent. In other cases, brute force was
used to enforce Western dominance, as during the Sepoy
Rebellion in India and the Taiping Rebellion in China.
These examples are the severest expressions of colonial
control, but they serve as a reminder that the European
conquest of the world was often brutally violent.

RESTRUCTURING AROUND THE PRIMARY ECONOMIC
SECTOR The incorporation of colonies into a worldwide
division of labor led above all to the development of a pri-
mary economic sector in each of them. Primary economic
activities are those concerned with the extraction of raw
materials from the earth, including logging, fishing, min-

FIGURE 2.35 A sugar plantation in the Caribbean Antilles.
Plantations used cheap labor, often slaves, working under
deplorable conditions. They represented the first wave in the
worldwide commercialization of many crops.

ing, and agriculture. In Latin America, Africa, South Asia,
and Southeast Asia, cash crops such as sugar, cotton, tea,
coffee, fruits, rubber, and tobacco were grown under the
plantation system for sale abroad (Figure 2.35). Silver, tin,
gold, copper, diamonds, iron, and other ores were mined
using slave labor or peasants working under slavelike con-
ditions. Mercantilist trade policies suppressed industrial
growth in the colonies to avoid creating competitors with
the colonizers, a process largely responsible for the fact
that many developing countries today export low-valued
goods and must import high-valued ones.

FORMATION OF A DUAL SOCIETY With it colonialism
brought great inequality to colonized societies. Often,
colonial powers utilized a small, native elite, typically
drawn from an ethnic minority, to assist them in governing
the colonies. For example, the French utilized the Alawites
in Syria, a sect of Islam neither Sunni nor Shiite. The
Germans and Belgians favored lighter-skinned Tutsi over
darker-skinned Hutu in Rwanda and Burundi. The British
relied on the Muslim Mughal rulers to govern Hindu India.

For the bulk of the population, colonialism entailed
declining economic opportunities, a theme central to
dependency theory (Chapter 14). Traditional patterns of
agriculture were disrupted, often with disastrous effects.
Land-use patterns favored colonialists, while indigenous
peasants had to pay for the cost of their own exploitation
with taxes. People living in dry climates in western Africa,
for example, coped well with drought until the British
forced them into a system of cash cropping. Huge famines
struck India, Egypt, and China in the nineteenth century.

POLARIZED GEOGRAPHIES As colonial societies became
polarized, so too did the spaces they comprised. Ports,
which were central to European maritime trade and control,
became important centers of commerce, often to the detri-
ment of traditional capitals further inland. For example, in



N
N

Chapter 2 ¢ The Historical Development of Capitalism

0 100 200 MILES

200 KILOMETERS

0 100

CHAD

Lake Chad

\ 0 100 200 MILES

R Vs oo

\ \ ‘0 100 200 KILOMETERS

C
/3|
N CHINA

18°N

Bengal THAILAND
T CAMEROON ]
\ court o )
Lop 8 N X 12°N Hfir
4N LN -
Gulf of/Guinea m» X Railway Railway
C/ \ Routes Routes
4°E 6°E 8E [
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Vietnam, the imperial capital Hue declined in the face of
Saigon; and in Indonesia, the traditional center of
Jogjakarta in central Java was marginalized by the Dutch
port city of Batavia, later Jakarta. As cities grew and of-
fered more opportunities, millions of people left the poor-
er rural areas in waves of rural-to-urban migration.

From the coasts, railroads extended colonial control
into the interior (Figure 2.36), often reaching into mineral-
rich regions or plantations. A long-term consequence of
this design is that the road and rail networks of developing
countries often bear little resemblance to the distribution of
the population that lives there and their needs; rather, they
are constructed to facilitate the export of raw materials to
the colonizing country, and today, to the global economy.

TRANSPLANTATION OF THE NATION-STATE The nation-
state, as we observed earlier, was fundamentally a
European creation. Nonetheless, it was widely dispersed
around the world as colonies were made into states. In
Africa, where this process was the most notorious, it led to
the formation of unstable states with highly artificial bor-
ders. Similarly, Burma and Afghanistan were creations of
the British. Even India, which is more culturally diverse
than all of Europe, was stitched into one country; surpris-
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ingly, it divided into only three countries after independ-
ence (including Pakistan and Bangladesh). Unlike Europe,
where states were centered to some degree on ethnic sim-
ilarity, the states of much of the developing world were
often too diverse to be understood in the same terms. In
such societies, where local religious, ethnic, and tribal loy-
alties supersede nationalism, political conflicts can impair
economic growth and development.

Of course, the United States is also very diverse ethni-
cally and culturally, but it emerged under very different
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historical circumstances than did the former European
colonies in the developing world. Above all, the United
States was primarily a colonizer rather than a colony, able
to exert military and economic power over other countries
and ultimately rising to become the globe’s premier super-
power—and that makes all the difference.

CULTURAL WESTERNIZATION As noted previously, colonial-
ism is not simply an economic or political process, but also
a cultural and ideological one. Western economic and polit-
ical control was accompanied by the imposition of Western
culture. Missionaries, for example, spread Christianity
throughout the colonial world, sometimes successfully
(e.g., Latin America, the Philippines) and sometimes not
(e.g., China). School systems in colonies, generally set up
to benefit the ruling elite, offered extensive instruction in
the history and culture of the colonial country but little
about the society in which the students lived. More broad-
ly, colonialism may be seen as one chapter in the broader
story of how global capitalism homogenizes lifestyles, val-
ues, and role models around the world, turning disparate
sorts of peoples into ready consumers.

The End of Colonialism

The European empires were long-lived, lasting almost half
a millennium. Yet ultimately, they collapsed. In Latin
America, this process began relatively early, following the

Summary

This chapter has introduced you to the historical foundations
of the world economy. To understand the economic geogra-
phy of the world today, it is necessary to appreciate how it
originated and came to be. This entails knowing something
about capitalism, the type of society that emerged in the six-
teenth and seventeenth centuries and that now dominates
virtually the entire globe. To appreciate what capitalism is,
and how it constructs geographies, is to understand that it
is one of many possible ways in which human beings have
organized themselves historically and geographically.

First, the chapter described feudal society, both to out-
line in some detail what a noncapitalist society looks like
and to sketch the historical context in which capitalism
emerged. Then we proceeded to describe the fundamental
features of capitalism, which, uniquely, is dominated by mar-
kets as the primary way in which resources are organized.
Markets are not unique to capitalism, but their importance is.
However, this does not mean that markets are the only way
in which economic activity is shaped, for the state plays a
role even in the “freest” of market societies. Capitalism also
entails a specific set of class relations, including the com-
modification of labor and a working class. Capitalism also
creates landscapes of uneven spatial development.

Next, we delved into the Industrial Revolution, the
period in the eighteenth and nineteenth centuries that saw
a fantastic transformation in capitalist social relations. The

Napoleonic wars, which weakened the core sufficiently to
allow the periphery to break away. In Africa and Asia, the
end of colonialism came much later, following World Wars
I and II, which, similar to the global geopolitical situation
of the early nineteenth century, amounted to the self-
destruction of the European powers.

The international environment following World War II
provided an ideal opening for various nationalist and inde-
pendence movements in the Arab world, Africa, India, and
Southeast Asia. Sometimes Communists were involved.
The Japanese destroyed the myth of European invincibility
occupying Indochina, the Philippines, Indonesia, and the
Pacific Ocean. Often, independence movements were led
by intellectuals educated in the West, such as Ghana’s
Kwame Nkrumah, Vietnam’s Ho Chi Minh, and India’s
Mohandas Gandhi. Moreover, the Cold War rivalry be-
tween the United States and the Soviet Union allowed po-
litical leaders in the developing world to play the super-
powers off against one another.

Independence movements succeeded, sometimes
peacefully, as in India, and often violently, as in the
Vietnamese and the Algerian defeat of the French. As a re-
sult of this process of decolonization, the number of inde-
pendent states multiplied rapidly in the 1950s, 1960s, and
1970s. Today, very few official colonies remain. Whether
colonialism is truly dead, however, is another matter; in
Chapter 14 we take up the notion of neocolonialism—
colonialism in practice but not in name.

ability to harness inanimate energy led to a wave of tech-
nological innovations and increases in productivity.
Industrialization created the factory system, and with it,
the working class. In commodifying time and space, the
Industrial Revolution produced radically new geographies.
Industrialization, which began in Britain, catapulted that
country into becoming the most powerful in the world. It
also unleashed a new international economy characterized
by significantly higher levels of trade and investment,
which were achieved in part by the application of the
steam engine to land and ocean transportation. The rising
speed of transportation and communication created great
waves of time-space compression. Yet industrialization
was a complex process that varied over time, with the rise
of different industries, products, and technologies.

The latter part of this chapter explored the multiple
dimensions of colonialism, the expansion of capitalism on
a global scale. We traced some of the advantages that
Europeans enjoyed that allowed them to dominate many
societies much larger than themselves. The chapter exam-
ined major world regions conquered by different
European powers, noting that colonialism produced differ-
ent effects in different parts of the globe. Finally, we
summed up the impacts of colonialism, which produced
the division between the world’s economically developed
and underdeveloped nations.
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To describe the major demographic and economic
characteristics of a population

High birth rates, large families, and massive rural-to-urban migration
both reflect and shape urban and economic systems in the developing
world, including the structure of cities and the quality of daily life.
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CHAPTER

factor, but their welfare is also the primary objective of economic growth and analysis. People are the produc-
ers as well as the consumers of goods and services. As the world’s population continues to grow, we face the
critical question of whether there is an imbalance between producers and consumers. Does population growth
prevent the sustainability of development? Does it lead to poverty, unemployment, and political instability?
To help answer these questions, this chapter examines the determinants and consequences of population change
for developed and developing countries. It analyzes population distributions, characteristics, and trends. It also
reviews competing theories on the causes and consequences of population growth.

H uman beings are the most important element in the world economy. People are not only the key productive

GLOBAL POPULATION DISTRIBUTION

There is a widespread belief that there are “too many” people in the world; the presence of large numbers of human
beings is a relatively recent phenomenon (Figure 3.1). For the vast bulk of human existence—upwards of 95%—
people existed as hunters and gatherers, collecting food from various wild plants and stalking animals. This mode of
production yields relatively few calories per unit area and supports only low population densities. Further, it is demo-
graphically very stable over time: Because births equaled deaths, there was virtually no increase in the number of
people in the world. Following the agricultural revolution of roughly 8000 B.c., the capacity of many societies to sup-
port more people increased somewhat. However, the really big gains in population did not occur until the onset of
the Industrial Revolution of the eighteenth and nineteenth centuries, when the transformation of agriculture freed
millions from lives of rural toil and allowed for large, dense urban settlements. Thus, exponential population growth
is largely a product of modernity and the modern world.

In 2010, there were approximately 6.9 billion people in the world. The diverse populations that inhabit the world
are very unevenly distributed geographically. Most people are concentrated in but few parts of the world (Figure 3.2),
particularly along coastal areas and the floodplains of major river systems. Four major areas of dense settlement are
(1) East Asia, (2) South Asia, (3) Europe, and (4) the eastern United States and Canada. In addition, there are minor clus-
ters in Southeast Asia, Africa, Latin America, and along the U.S. Pacific coast. Figure 3.3 is a cartogram, a map that delib-
erately distorts areas in proportion to a variable, in this case, population size, revealing the large masses of humanity in
Asia. Asia’s population is the largest, as it has been for several centuries. In 2008, Asia contained 4.1 billion people, or
60% of the world’s population. Six of the top 10 countries in population size—China, India, Indonesia, Japan,
Bangladesh, and Pakistan—are in East, South, or Southeast Asia, which, with 4.0 billion people, is home to 59% of the
planet’s inhabitants. Europe (including Russia) had 729 million residents, about 11%; other continents included Africa
(1 billion, or 14%), Latin America (577 million, or 8.6%), North America (337 million, or 5%), and Oceania (34 million,
less than 1%). The populations of the developing world—Africa, Asia (excluding Japan), and Latin America—accounted
for three out of every four humans.

National population figures show even more variability. Ten out of the world’s nearly 200 countries account for
two-thirds of the world’s people (Table 3.1). Five countries—China, India, the United States, Indonesia, and Brazil—
contain half of the world’s population. With 1.3 billion people, China is the world’s most populous country. India, with
1.17 billion, is second, but is growing more quickly, and will surpass China in population in roughly 30 years.
The United States, with 310 million in 2010, is third, and is by far the most populous of the developed nations.
Indonesia, the world’s largest Muslim nation, is fourth, with 243 million. Other nations with large populations include
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Brazil (201 million), Pakistan (184 million), Bangladesh
(156 million), Nigeria (152 million), Russia (139 million and
declining), Japan (126 million and declining), and Mexico
(112 million). By way of comparison, other countries with
significant populations include the Philippines (100 million),
Vietnam (90 million), Ethiopia (88 million), Germany
(82 million), Egypt (80 million), Turkey (79 million), Iran
(78 million), the Democratic Republic of the Congo
(71 million), Thailand (67 million), France (65 million), the
United Kingdom (62 million), and Italy (58 million). Only 3

of the 10 most populous nations are considered to be eco-
nomically developed (the United States, Russia, and Japan).

Population Density

Because countries vary so greatly in size, national popula-
tion totals tell us nothing about crowding. Consequently,
population is often related to land area. This ratio is called
population density—the average number of people per
unit area, usually per square mile or square kilometer.
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Population map of the world, with one dot representing 10,000 people. Population density in East Asia, notably China

and Japan, as well as in South Asia, including Bangladesh, India, and Pakistan, is extremely high. Population density in Northern Asia,
Africa, and South and North America is quite low, comparatively speaking. Three major and two minor areas of world population
concentration occur. These are (1) East Asia; (2) South Asia; (3) Europe; (4) Northeastern United States and Southeastern Canada;

(5) Southeast Asia, especially the country of Indonesia and the island of Java.
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space has been transformed into population space. Asia dominates the map, especially China, with 1.3 billion people, and India, with
1.1 billion people. Europe is much larger than on a “normal” map of territories. Both South America and Africa show up much smaller
than their territorial size because their populations are relatively small.

TABLE 3.1 The World’s 10 Most Populous Countries, 2010

Excluding countries with a very small area (e.g.,
Singapore), Bangladesh is the world’s most crowded

Country Population % Annual Estimated nation, where more than 148 million people are crowded
2010 Growth Population into an area the size of Iowa. Three of the 10 most

(millions) Rate 2050 (millions) densely populated countries—the Netherlands, Japan, and

China 1320 06 1437 Belgium—are economically developed, whereas another
India 1173 14 1755 three—South Korea, Taiwan, and Israel—are newly indus-
United States 310 06 438 trializing countries (NICs). The remainder are clearly less
Indonesia 243 14 343 developed nations, reminding us that there is no clear
Brazil 201 10 560 relationship between population density and economic

, ' development.

Pakistan 184 2.0 295 Contrary to popular opinion, not all crowded countries
Bangladesh 156 2.1 215 are poor. In fact, in the Sahel states of Africa, population
Nigeria 152 2.4 282 densities are very low. But what explains the fact that
Russia 139 -0.4 19 many people in the Netherlands or Singapore live well on
Japan 126 -0.1 101 so little land? Part of the explanation lies in their historical

Source: World Population Data Sheet.

Several countries with the largest populations have relatively
low population densities. For example, the United States is
the fourth most populous country, but in 2005 it had a
population density of only 84 people per square mile.
Although they have significant and dense metropolitan
areas, the United States and Canada form one of the more
sparsely populated areas of the world.

development and position within the colonial and contem-
porary world systems. Part lies in their industrious people
and their ability to adapt to change. Part lies in the policies
of their governments, which encourage economic growth.
And part of the explanation lies in their history of trade or
their relative locations. Singapore is on one of the great
ocean crossroads of the world. But being on a crossroads
has worked no similar miracle for Panama. In 2008,
Singapore had a per capita income ($29,700) that was four
times that of Panama ($7300).
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National population densities are abstractions that
conceal much variation within countries as well as among
them. Egypt had a reasonably low figure of 71 people per
square kilometer in 2005, but 96% of the population lives
on irrigated, cultivated land along the Nile Valley where
densities are extremely high. In China, the vast majority of
people live in the eastern third of the country, near the
Pacific Coast, where most of the large cities are concentrated
(Figure 3.4). Similarly, in the United States there are very
densely populated and sparsely populated areas (Figure
3.5). Large areas to the west of the Mississippi have few
people, whereas the Northeast is densely settled. The
island of Manhattan, for example, has a density that is
roughly the same as that of Hong Kong.

FACTORS INFLUENCING POPULATION
DISTRIBUTION

What explains the uneven distribution of the world’s peo-
ple? One factor among many is the physical environment.
Most of the world’s people tend to be concentrated along

the edges of continents, in river valleys, at low elevations,
and in humid midlatitude and subtropical climates. Lands
deficient in moisture, and hence inhospitable to agriculture
(at least without widespread irrigation), such as the Sahara
Desert, are sparsely settled. Few people live in very cold
regions, such as northern Canada, arctic Russia, and north-
ern Scandinavia, where growing seasons are short. Many
mountainous areas—whether because of climate, thin
stony soils, or steep slopes—are also low-density habitats.

Extreme caution must be exercised in ascribing popu-
lation distribution to the natural environment alone. To
hold that climate or resources control population distribu-
tion is environmental determinism, a view long discredited
because it is simplistic and often factually incorrect.
Certainly climatic extremes, such as insufficient rainfall,
present difficulties for human habitation and cultivation.
However, given the forces of technology, the deficiencies
of nature increasingly can be overcome. Air-conditioning,
heating, water storage, and irrigation are examples of the
extensive measures that technology offers to residents of
otherwise harsh environments.
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FIGURE 3.5 Distribution of the U.S. population, 2008. The densest regions of the United States include the metropolitan areas in the
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ranching areas.

If physical environments alone cannot explain the
world’s population distribution, what other factors are in-
volved? Human distributions are molded by the organization
and development of economic and political systems. It is the
geography of economic activity—the labor markets, job op-
portunities, and infrastructures of urban areas—that generate
large, dense populations in developed and, increasingly, un-
derdeveloped countries. Population sizes and distributions
are influenced by the demographic components of fertility,
mortality, and migration. Social disasters such as war or
famine may alter population distribution on any scale. Policy
decisions, such as tax policies or zoning and planning ordi-
nances, are eventually reflected on the population map.

None of these factors, however, can be considered
without reference to historical circumstance. Present popu-
lation distribution is explicable only in terms of the past.
Geographies are never created instantaneously, and the
location of the world’s people is the accumulation of forces
operating at the global, national, and local scales for cen-
turies or longer. For example, the high population densities
of Europe or the northeastern United States reflect the ac-
cumulated impacts of the Industrial Revolution and its asso-
ciated waves of urbanization. China’s large population was
centuries in the making, reflecting long periods of fertile
agriculture, irrigation, and a social system stretched over
vast areas. The distribution of people in the developing
world is largely a reflection of the centuries of colonialism,
which focused growth on coastal areas, the locations of the

port cities that were the centers of maritime trade in the
colonial world economy.

POPULATION GROWTH OVER TIME AND SPACE

The geography of the world’s population is never static
but is in constant change. The world’s population is
increasing, albeit at a decreasing rate. Each year an addi-
tional 76 million people inhabit the earth, which means
the planet adds 208,000 people daily, about 2.4 per
second. Many countries in Europe, Russia, and Japan, are
losing population as their deaths exceed births. The major
locus of world population growth is in the developing
countries, in which more than three-fourths of humankind
dwells. With 6.9 billion people already and another billion
expected by the year 2015, how will the developing world
manage? How will the vast population increase affect ef-
forts to improve living standards? Will the developing
world become a permanent underclass in the world econ-
omy? Or will the reaction to an imbalance between popu-
lation and resources be waves of immigration and other
spillovers to the developed countries?

Population Change

The current rapid growth rate of the world population is
a recent phenomenon. It took from the emergence of
humankind until 1850 for the world population to reach
1 billion. The second billion was added in 80 years
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(1850-1930), the third billion was added in 30 years
(1931-1960), the fourth in 16 years (1960-1976), the fifth
in only 11 years (1977-1987), and the sixth in 12 years
(1987-1999).

Like all living things (and some that are inanimate,
such as your savings account), human populations have
the capacity to grow rapidly. Thus, the historical pattern of
population growth shown in Figure 3.8 looks like an ex-
plosion. We can express this idea using the notion of
doubling times—the number of years that it takes a pop-
ulation to double in size, given a particular rate of growth.
In general, the doubling time for a population can be
determined by using the rule of 70, which means that you
divide 70 by the average annual rate of growth. For exam-
ple, at 1.2%, the average rate of world population increase,
the doubling time is 58 years, which means that in the year
2068 the world may have 14 billion people #f current rates
of growth continue unchanged. At an annual increase of
0.6% per year, the doubling time for the U.S. population is
116 years (meaning, if the current rate continues un-
changed, the United States will have 600 million people in
2126). As growth rates increase, doubling times decrease
accordingly.

The vast bulk of the world’s population growth is
occurring in the developing world. Of the continents,
Africa has the fastest rate of growth. In 2008, the popula-
tion of Africa was growing by 2.4% per year. Malawi, with
a population growth rate of 3.2% per year, the highest in
the world, will see its population double in just 22 years.
Rapidly declining death rates and continued high birth
rates are the cause of this explosion. Death rates have
been falling to fewer than 10 deaths per 1000 people each
year in Asia and Latin America, and to about 13 per 1000
in Africa. Crude birth rates are changing less spectacularly.
They are highest in Africa (37 births per 1000 people annu-
ally), Latin America (21 per 1000), and Asia (19 per 1000).
These latter figures compare with crude birth rates of 11
per 1000 in Europe and 14 per 1000 in North America.

The world population was 6.9 billion in 2010, and the
United Nations projects it will reach 9 billion in 2050.
Almost all of this increase will occur in the developing
countries. The largest absolute increase is projected for
Asia, reflecting its huge population base. Future popula-
tion growth will further accentuate the uneven distribution
of the world’s population. In 2010, 80% of the world’s
population lived in the developing world, but by the year
2050, the proportion will increase to 90%.

The rate of natural increase for a country or a region is
measured as the difference between the birth rate and the
death rate. Births and deaths represent two of the three
basic population change processes; the third is migration.
Every population combines these three processes to gen-
erate its pattern of growth. We can express the relationship
among them using the equation

Population change = Births — Deaths
+ In-migration — Out-migration, or,
AP =BR— DR+ I— O,

where AP represents the rate of population change, BR is
the crude birth rate, DR is the crude death rate, I is the total
in-migration rate (immigration, if internationally), and O is
the total out-migration rate (or emigration, if internationally).
The natural growth rate (NGR)—the most important com-
ponent of population change in most societies—is defined
as the difference between the birth and death rates:

NGR = BR — DR,

while net migration rates (NMR) are the difference be-
tween in-migration and out-migration rates:

NMR =1 — O.
Thus,
AP = NGR + NMR,

where NGR is the natural growth rate and NMR is the net
migration rate.

For the world as a whole, net migration is obviously
zero. However, for any scale smaller than the globe, both
natural growth and net migration must be included.
Natural increase accounts for the greatest population
growth in most societies, especially in the short run.
However, in the long run, migration contributes signifi-
cantly because the children of immigrants add to the
population base.

Fertility and Mortality

The immediate cause for the surge in the growth of the
world population is the difference between the crude birth
rate and the crude death rate. The crude birth rate is the
number of babies born per 1000 people per year, and
the crude death rate is the number of deaths per 1000 per
year. For example, the U.S. birth rate in 2010 was 14 and the
death rate was 8; the growth rate was therefore 14 minus 8,
or 6 per 1000, which is a natural growth rate of 0.6%.

Birth rates fluctuate over time, in response to changing
economic and political circumstances and cultural values
about having children. In the United States, crude birth
rates rose sharply after World War II, producing the baby
boom. The children of the baby boom, Generation X,
were born largely in the 1980s and 1990s.

MALTHUSIAN THEORY

One of the first social scientists to tackle the matter of
population growth and its consequences was the British
Reverend Thomas Robert Malthus (Figure 3.6). Malthus’s
ideas, contrived in the early days of the Industrial
Revolution in the late eighteenth century, had an enormous
impact on the subsequent understanding of this topic. He
offered his most concise explanation in his 1798 book,
Essay on the Principle of Population Growth. Malthus was
concerned with the growing poverty evident in British



FIGURE 3.6 Thomas Robert Malthus was an influential theorist
who started the idea of overpopulation. His pessimistic views of
food and demographic growth influenced many early political
economists, earning the discipline the nickname “the dismal
science.”

cities at the time, and his explanation was largely centered
on the high rates of population growth that he observed,
which are common to early industrializing societies. Thus,
it is with Malthus that the theory of overpopulation origi-
nates. His pessimistic worldview earned economics the
label of the “dismal science” and stood in sharp contrast to
the utopian socialism emanating from France in the after-
math of the French Revolution of 1789.

The essence of Malthus’s line of thought is that human
populations, like those of most animal species, grow expo-
nentially (or in the parlance of his times, geometrically). A
geometric series of numbers increases at an increasing rate
of time. For example, in the sequence 1, 2, 4, 8, 16, 32,
and so on, the number doubles at each time period, and
the increase rises from 1 to 2 to 4 to 8 and so forth.
Exponential population growth, in the absence of signifi-
cant constraints, is widely observed in bacteria and rodents,
to take but a few examples from zoology. Note that there
is an important assumption regarding fertility embedded in
Malthus’s analysis here: He portrayed fertility as a biologi-
cal inevitability, not a social construction. This argument
was in keeping with the large size of British families at
the time and the excess of fertility over mortality.
In short, in Malthus’s view, humans, like animals, always
reproduced at the biological maximum; they were, and
are, portrayed as prisoners of their genetic urges to repro-
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duce. It is worth noting that Reverend Malthus’s argument
carried with it a strong moral dimension: It was not just
anyone who reproduced rapidly, he observed, but most
particularly the poor.

Second, Malthus maintained that food supplies, or
resources more generally, grew at a much slower rate than
did population. Specifically, he held that the food supply
grew linearly (or arithmetically, in his terminology). An
arithmetic sequence of numbers, in contrast to an exponen-
tial one, grows at a constant rate over time. For example, in
the sequence 1, 2, 3, 4, 5, and so on, the difference from
one number to the next is always the same. Malthus’s view
that agricultural outputs increased linearly over time reflect-
ed the preindustrial farming systems that characterized his
world. In such circumstances, without economies of scale,
an increase in outputs is accomplished only with a propor-
tional increase in inputs such as labor, reflective of what
economists call a linear production function. However, this
view of agricultural output is actually rather optimistic by
Malthus’s reckoning. He argued that in the face of limited
inputs of land and capital, agricultural output was likely to
suffer from diminishing marginal returns. For example,
as farmers moved into areas that were only marginally hos-
pitable to crops, perhaps because they are too dry, too wet,
too cold, or too steep, they would need increases in inputs
that are proportionately much larger than the increases in
output. Diminishing returns, he held, would actually lead
to increases in agricultural output that were smaller than a
linear production function (with no economies of scale, see
Chapter 5) would generate (Figure 3.7).

When one plots the exponential growth of population
against the linear growth of food supplies (Figure 3.8), it is
clear that sooner or later, the former must exceed the latter.
Thus, in the Malthusian reading, populations always and
inevitably outstrip their resource bases, and people are con-
demned to suffering and misery as a result. Malthus blamed
much of the world’s problems on rapid population growth,
and subsequent generations of theorists influenced by his
thoughts have invoked overpopulation to explain everything
from famine to crime rates to deviant social behavior.
Malthus himself entered into a famous debate with his
friend David Ricardo over whether the British government
should subsidize food for the poor, Malthus maintaining that

Output
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FIGURE 3.7 Diminishing marginal returns, proposed by Malthus,
set in when increases in inputs (e.g., land, labor) fail to generate
equal increases in outputs. This process leads to declining
productivity growth. To some extent, diminishing returns can

be offset by technological change.
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FIGURE 3.8 Malthus's argument contrasted the geometric
(exponential) increases in population with arithmetic (linear)
increases in the food supply. Eventually, the demand for food,
or resources more generally, must exceed the supply, leading
to famine. However, critics noted that Malthus’s conceptions
were flawed by their simplistic treatment of production, as
well as the determinants of fertility.

such subsidies only encouraged the poor to have more
children and thus exacerbated poverty in the long run.
Indeed, he was contemptuous of the poor, blaming them
for their poverty, and even advocating mass death to keep
their numbers in check:

Instead of recommending cleanliness to the
poor, we should encourage contrary habits. In
our towns we should make the streets narrower,
crowd more people into the houses, and court
the return of the plague. ... The necessary
mortality must come.

Malthusianism thus attributes to rapid population
growth a variety of social ills, including poverty, hunger,
crime, and disease.

Malthus refined his argument to include checks to
population growth. Given that natural population growth
is the difference between fertility and mortality, “preventa-
tive checks” are factors that reduce the total fertility rate.
Contraceptives are an obvious example, although Malthus
objected to their use on religious grounds, advocating
instead moral restraint or abstinence. Other preventative
checks include delayed marriage and prolonged lactation,
which inhibits pregnancy. Should preventative checks fail,
as he predicted they would, population growth would
ultimately be curbed by “positive checks” that increased
the mortality rate, particularly the familiar horsemen of the
Apocalypse—death, disease, famine, and war.

Malthus’s ideas became widely popular in the late
nineteenth century, particularly as they were incorporated
into the prevailing social Darwinism of the time, which
represented social change in biological terms, often natural-
izing competition as a result. However, to many observers it
became increasingly apparent that his predictions of wide-
spread famine were wrong. The nineteenth century saw
the food supply improve, prices decline, and famine and
malnutrition virtually disappear from Europe (except for
the Irish potato famine of the 1840s). By the early twenti-
eth century, Malthusianism was in ill repute.

Critics noted that Malthus made three major errors.
First, he did not foresee, and probably could not have
foreseen, the impacts of the Industrial Revolution on
agriculture; the mechanization of food production sim-
ply rendered the assumption of a linear increase unten-
able (Figure 3.9). Indeed, the world’s supply of food has
consistently outpaced population growth, meaning that
productivity growth in agriculture has been higher
than the rate of increase in the number of people. This
observation implies that there is plenty of food to feed
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FIGURE 3.9 Malthus’s predictions of catastrophe were belied by the productivity gains and declining fertility
unleashed by the Industrial Revolution. Since World War Il, the world’s food supply has increased more quickly than its
population, indicating that the causes of hunger are not simply reducible to population growth, but involve complex
political questions about colonial legacies, uneven development, corrupt governments, and war and conflict.
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FIGURE 3.10 Neo-Malthusians, such as the Club of
Rome, revived Malthus’s arguments in the 1960s by
using computer models of the world economy,
population growth, and resource usage. They included
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everyone in the world and that hunger is not simply
caused by overpopulation, but by a variety of other fac-
tors, including politics.

Second, Malthus did not foresee the impacts of the
opening up of midlatitude grasslands in much of the
world, particularly in North America, Argentina, and
Australia, which increased the world’s wheat supplies
during the formation of a global market in agricultural
goods. Third, and perhaps most important, Malthus’s
analysis of fertility was deeply flawed. During the
Industrial Revolution, total fertility rates declined and
family sizes decreased. Thus, contrary to his expectation,
humans are not mere prisoners of their genes and the
birth rate is a socially constructed phenomenon, not a
biological destiny.

In the 1960s, when the world experienced average
population growth rates in excess of 2.6% annually,
Malthusianism underwent a revival in the form of
neo-Malthusianism. Neo-Malthusians acknowledged the
errors that Malthus made but maintained that while he
may have been wrong in the short run, much of his
argument was correct in the long run. In keeping with the
growing environmental movement of the times, neo-
Malthusians also added an ecological twist to Malthus’s
original argument. The most famous expression of neo-
Malthusian thought was the Club of Rome, an international
organization of policy makers, business executives,
scholars, and others concerned with the fate of the planet.
The Club of Rome funded a famous study of the planet’s
future, published as The Limits to Growth (1972), which
modeled the earth’s population growth, economic expan-
sion and resource consumption, and energy and environ-
mental impacts (Figure 3.10). It concluded that the rapid
population and economic growth rates of the post—World
War I boom could not be sustained indefinitely and that
ultimately there would be profound worldwide economic,
environmental, and demographic crises. Much of this
argument was framed in terms of the exhaustion of non-
renewable resources such as oil and ecological catas-
trophe. Indeed, the last half century has indeed witnessed

massive degradation of ecosystems around the world,
and some resources such as petroleum have already
passed their peak production year. Unlike Malthus, neo-
Malthusians advocated sharply curtailing population
growth through the use of birth control and had an
important impact on international programs promoting
contraceptives and family planning, such as the Peace
Corps and Agency for International Development.

While neo-Malthusianism retains a credibility that the
original Malthusian doctrine does not, it, too, suffered from
a simplistic understanding of how resources are produced
(e.g., when the price of oil rises, corporations find more
oil). Blaming overpopulation for all the world’s problems
is simplistic, skips over the historical forces such as colo-
nialism that generate poverty, and ignores major issues
such as government policy. For example, is the crowding
of a train in a developing country (Figure 3.11) the result
of overpopulation or the lack of investment in transporta-
tion services? In addition, family-planning programs in the

FIGURE 3.11 The trains are crowded in Bangladesh. Here, in one
of the world’s most fertile lands, the combination of high
population density and the concentration of land into fewer and
fewer hands contribute to continuing poverty and hunger.
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Case Study
Population and Land Degradation

Human population growth is a leading force in global
land degradation and environmental change. Global
population increased from 5 billion in 1987 to 6.9 billion
in 2010, an average annual growth rate of 1.4%, with
Africa recording particularly high growth rates. This
population increase, together with the gap between rich
and poor and discrepancies in income-earning opportu-
nities, has increased the demand for food and energy,
putting pressure on available environmental resources
such as fresh water, fisheries, agricultural land, and
forests.

Population growth has resulted in increased de-
mand for agricultural productivity, higher incomes, and
changes in consumption patterns. Inequitable land dis-
tribution, a legacy of colonialism and political conflicts,
has exacerbated the problem. Land degradation is espe-
cially acute in developing countries where a significant
portion of the population is dependent on subsistence
farming.

Poverty also is a major cause of land degradation,
with population growth and poverty reinforcing each
other to bring about a spiral of decline in soil fertility.
Neo-Malthusians warn that population growth will
outstrip the natural supplies of food, water, and shel-
ter. The neo-Malthusian theory further regards popula-
tion growth and the environment to be in conflict,
with the quest for food security coming at huge in-
evitable environmental costs, ultimately leading to an
escalation in land degradation, a decline in agricultur-
al productivity, and greater food insecurity. The
argument effectively states that the world would liter-
ally run out of food unless drastic steps are taken to
protect the environment from people. Simultaneously,
common property tenure systems also exacerbate the
utilization of common property resources, leading to
overutilization and degradation from elements such as
overgrazing. People (especially the rural poor) have
been blamed for misusing the resources at their dis-
posal for short-term gains. Such land misuse is accen-
tuated by the coping strategies employed in the face of
food insecurity.

In contrast to the Malthusian view, food security
and the environment are considered to be complemen-
tary and interdependent, with a healthy natural resource
base providing food security. It is argued that popula-
tion increase and income growth drive technological
inventions such as agricultural intensification to solve
food production constraints, thus achieving environ-
mental and economical sustainability. It is further ar-

gued that the neo-Malthusian perception disregards the
potential for economic development within sustainable
environments when confronted with rapid population
growth, and assumes that agro-ecological zones have
limited carrying capacities. Population growth, food
security and a healthy natural resource base are viewed
as interdependent and mutually reinforcing for positive
gain to both.

Land degradation as a global development issue
directly impacts the natural resource base that supports
subsistence livelihoods, agriculture, and manufacturing,
limiting development opportunities for current and
future generations. For example, deforestation and
biodiversity loss affect income from tourism and con-
tribute to food insecurity, challenging the eradication of
extreme poverty and hunger. Land degradation occurs
through various processes, including loss of vegetation,
soil erosion leading to loss of fertility, declining soil bio-
diversity, and soil compaction, which leads to reduced
infiltration and increased runoff salinity. Other effects of
land degradation processes include water pollution, sil-
tation of watercourses and reservoirs, and loss of animal
and plant diversity, leading to loss of ecological func-
tions. Land degradation is often viewed as a trigger for
disasters such as landslides.

Land-use change has both negative and positive
effects on human well-being and on the provision of
ecosystem services. Positive changes include more food
and forestry products that have resulted in increased in-
come and secure livelihoods. Negative changes include
biodiversity loss and disturbances of biophysical cycles
(e.g., water and nutrients) that impinge on human wel-
fare in many regions. Soil erosion, particularly in the
rural regions where the majority of the population
resides, may reduce agricultural yields, resulting in
increased food insecurity, famine, and poverty, as well
as forced migration, especially for impoverished people
and countries. Demand for more food production con-
tributes to overexploitation of good agricultural soil and
expansion into wooded and environmentally marginal
areas that are susceptible to degradation. Processes such
as clearing of woodlands, logging, firewood collection,
and charcoal production lead to deforestation. The high-
est rates of deforestation occur in areas where hunger is
prevalent. Land degradation consequences can induce
declines in forest products and wild foods and worsen
levels of poverty and malnutrition, especially since these
resources are harvested often as coping strategies in the
face of droughts and floods.
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developing world have often failed to live up to expecta-
tions, often for the simple reason that simply advocating
contraception to curb population growth ignores the
fundamental economic reasons why people in impover-
ished countries have large families and many children. In
short, whatever its merits, neo-Malthusianism must be
viewed in light of other models of population growth that
originate from different premises and often arrive at differ-
ent conclusions.

DEMOGRAPHIC TRANSITION THEORY

Developed by several American demographers in the
1950s, the demographic transition theory stands as an im-
portant alternative to Malthusian notions of population
growth. Essentially, this is a model of a society’s fertility,
mortality, and natural population growth rates over time.
Because this approach is explicitly based on the historical
experience of Western Europe and North America as they
went through the Industrial Revolution, time in this
conception is a proxy for industrialization and all of its
economic, social, and geographic characteristics. In short,
the demographic transition examines how birth, death,
and growth rates change, and, more important, why they
change, as a society moves from a rural, impoverished,
and traditional context into a progressively wealthier,
urbanized, and modern one. This approach can be
demonstrated with a graph of birth, death, and natural
growth rates over time that divides societies into four
major stages (Figure 3.12). Each stage is discussed here
in detail.

Stage 1: Preindustrial Society

In the first stage, a traditional, rural, preindustrial society
and economy, total fertility rates are high; families are
large, and most women are pregnant much of the time
(Figure 3.13). Thus, impoverished countries such as
Rwanda have exceptionally large families (8.5 children per
mother, in contrast to wealthy ones in Europe, North
America, and some of the NICs in Asia, where women
have on average fewer than 2 children apiece).

Traditionally, total fertility rates in preindustrial soci-
eties have been very high for a variety of reasons. In
agrarian economies, children are a vital source of farm
labor, helping to plant and sow crops, tend farm animals,
perform chores, carry water and messages, and watch
over younger siblings (Figure 3.14). Econometric studies
reveal that even children as young as 4 can generate
more income than they consume. Even in North America,
summer school vacations were created so that school
kids could help their families on the farm. Families in this
context are typically extended, with several generations

Fertility Rates Around the World
Lowest Highest
Macau R oor Nger MMM .08
Hong Kong A 1os ugnda R 673
Singapore A 110 Mai MMM 654
Taiwan ’R“ 1.15  Somalia ’KVR\’KVR\’E’K\G 6.44
Japan A 120 Buuns MMMV 625
South Korea N gy Pukina MMM 621
Montserrat RES ([))fetre (R;':go AR 61
;:Taur:ia {E ehiopia AMAAMA 607
Crech Republic R 125 Angola /R\;R\/R\/K\/R\/R\ 605
Averages  Industralized Countries RR 1.9
Developing Countries MM 3.6
World MR 33

FIGURE 3.13 Fertility rates around the world vary widely. The
average number of children each woman may expect to have
ranges from as little as 1.3 in Italy to as high as 8.5 in impoverished
nations such as Rwanda. These patterns reflect the dynamics of the
demographic transition and the social forces that lead people in
different societies to have large or small families.
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FIGURE 3.14 The use of child labor is widespread throughout the developing world and is a major driver of high fertility rates. Children
are used for a variety of tasks, including planting, weeding, and harvesting crops; tending to livestock; carrying water and firewood; and
caring for one another. In urban areas, children often work in factories, on the streets selling items, or as sex workers. Often, such children
are highly vulnerable and are brutally exploited, and may be paid virtually nothing.

living together. In addition, children are important re-
sources for taking care of their elderly parents; in the
absence of institutionalized social programs such as
Social Security, the aged depend on their offspring
for assistance. Finally, in such societies with high infant
mortality rates, having many children is a form of in-
surance that some proportion will survive until adult-
hood. In short, there are very clear reasons why poor
societies have high crude birth rates. In contrast to
Malthusianism, which explains this observation by an
appeal to human genetics, the demographic transition
portrays high total fertility rates as a rational strategic re-
sponse to poverty.

Thus, a map of crude birth rates around the world
(Figure 3.15) reveals that the poorest societies have the
highest rates in the world, particularly in Africa and most
of the Middle East. In contrast, for reasons we shall soon
see, crude birth rates in North America, Europe and Russia,
Japan, Australia, and New Zealand are relatively low. The
world’s lowest birth rates are found in Spain and Italy. In

societies with high birth rates, the age distribution of
populations tends to be young. Thus, the proportion of the
population aged less than 18 (the median age in many
developing countries) is a reflection of high total fertility
rates (Figure 3.10).

However, in preindustrial societies, mortality rates are
also typically quite high, which means that average life
expectancy is relatively low. The primary causes of death
in poor, rural contexts are the result of inadequate diets,
particularly protein, which weaken the immune system, as
well as unsanitary drinking water and bacterial diseases.
The most common diseases in this context are diarrheal
ones which lead to dehydration, including cholera, as well
as others such as dengue fever, schistosomiasis, bilharzia,
malaria, tuberculosis, plague, and measles, although
historically smallpox was also important. Table 3.2 lists the
most dangerous infectious diseases in the world in 2009,
including respiratory infections brought on by pneumonia
and influenza (which kill 3.9 million annually); AIDS,
which takes 2.8 million lives annually (especially in
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FIGURE 3.15 The geography of crude birth rates around the world closely reflects the level of economic development.
Generally, the poorest societies have the largest families. Africa and much of the Muslim world tend to have the highest
fertility levels. In these circumstances, the need for child labor, particularly on farms, is the predominant motive. In
economically advanced societies, this need is mitigated, and the opportunity costs of raising children rises, so families are
smaller. Thus, birth rates in Europe, Japan, the United States and Canada, and Australia are low.
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FIGURE 3.16 The proportion of each country’s population below the age of 18 is closely correlated with total fertility rates. In
poor, rural societies, where birth rates are high and families large, a large share of the people (often more than half) are younger
than 18, particularly in Africa and parts of the Arab world. In contrast, in more developed states with lower birth rates and
smaller families, the median age rises; in the First World, the fastest-growing age groups are the middle-aged and elderly.
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TABLE 3.2 World’s Most Dangerous Infectious Diseases,
2009 (millions of victims annually)

Respiratory infections 3.9
AIDS 2.8
Diarrheal diseases 1.8
Tuberculosis 1.6
Malaria 1.3
Measles 0.6

Source: World Health Organization.

Africa); diarrheal diseases, which deplete the body’s
nervous system of electrolytes; and tuberculosis, which
kills 1.8 million. Because disease and malnutrition are
ever-present threats to people in poor societies, including
particularly the very young, the most vulnerable, infant
mortality rates are also high, and a significant proportion
of babies do not live to see their first birthday.

The world geography of death rates (Figure 3.17) thus
closely reflects the wealth or poverty of societies (including
their historical development and role in the global econo-
my), which in turn is manifested in a variety of issues that
shape national mortality rates: the amount, quality, and con-
sistency of adequate food; access to health care; the public
health infrastructure; care for expectant mothers, babies, and
young children; smoking rates; and several other factors.

Countries with the highest death rates—and thus lowest life
expectancies—are found primarily in sub-Saharan Africa,
although Afghanistan, Pakistan, Bangladesh, Russia, and
central Asian states also have relatively high death rates.
Conversely, the developed world, as well as Latin America,
China, and India, has relatively low death rates.

Life expectancy throughout most of human history has
been relatively low, often only in the twenties, although
once people survived infancy their chances of living to old
age improved considerably. The geography of life ex-
pectancy around the world (Figure 3.18) closely reflects
that of crude death rates but is also shaped by differences
in standards of living. Living for a long time is a luxury
enjoyed by the populations of economically developed
societies, while people in most of Africa, the Middle East,
and Russia tend to die before they reach age 70.

Because both fertility and mortality rates are high, the
difference between them—natural population growth—is
relatively low, often fluctuating around zero. Thus, al-
though families are large and parents have many children,
growth rates are curtailed by malnutrition, disease, and in-
fant mortality. For this reason, for thousands of years,
human growth rates worldwide have been very slow, oc-
casionally even negative, and new arrivals to a community
were welcomed (Figure 3.1). Indeed, prior to Malthus,
rapid population growth was celebrated as a way to in-
crease the local labor force, diversify the division of
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FIGURE 3.17 Like birth rates, the geography of crude death rates also closely mirrors the level of economic development.
The poorest countries, especially in sub-Saharan Africa, have high death rates, largely due to inadequate diets, infectious
diseases such as malaria, and contaminated water supplies. Russia, which is relatively more developed, has a remarkably
high death rate due to the economic collapse it suffered in the 1990s and the spread of diseases such as tuberculosis. In
much of the rest of the world, in contrast, including even in poor countries like China and India as well as the First
World, death rates have gone down and life expectancy has increased due to adequate food supplies and public health
infrastructures.
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FIGURE 3.18 A world map of life expectancy at birth reveals that people in wealthier countries live longer than those in
poorer ones. Whereas the inhabitants of impoverished societies such as Mali or Chad cannot expect to live beyond age 50,
the average age at death for those in Europe, Japan, Australia, the United States, and Canada is over 75. Life expectancies
are thus closely correlated with people’s access to adequate nutrition, public health, and health care.

labor, and raise standards of living. While relatively few
societies in the world live in the circumstances described
here—that is, few people today live isolated from the
world economy and its demographic aftermath—Stage
1 may be held to describe certain tribes in parts of central
Africa, Brazil, or Papua New Guinea.

Stage 2: Early Industrial Society

The second stage of the demographic transition pertains to
societies in the earliest phases of industrialization, when
manufacturing jobs are growing in urban areas. Such con-
ditions pertain, for example, to the Britain of Malthus’s
day, the United States in the early nineteenth century, or
selected countries in the developing world today, such as
Mexico or the Philippines (although these countries have
experienced fertility declines). In this context, economic
changes in the labor market as well as in consumption,
particularly diet and public health care, have important de-
mographic consequences.

Early industrial societies retain some facets of the
preindustrial world, particularly high total fertility rates.
Because most people still live in rural areas, children
remain an important source of farm labor. The major
difference is the decline in mortality rates, which leads
to longer life expectancies. Why do mortality rates
decline as societies industrialize? One often-claimed
reason is access to better medical care, particularly ac-
cess to hospitals and vaccinations from diseases, an
assertion frequently advocated by those in the health
care occupations.

However, the historical evidence does not sustain this
view; early hospitals were often filthy, and patients may
have been more likely to die in them than if they stayed
home! Moreover, the introduction of vaccinations often
came after, not before, declines in deaths due to many
diseases occurred. For example, in the United States, the
vaccines for measles, scarlet fever, typhoid, diphtheria,
tuberculosis, and pneumonia, which were invented in the
1920s, 1930s, and 1940s, all occurred after the majority of
the declines in the death rate from each disease in the first
two decades of the twentieth century (Figure 3.19).
Indeed, rather than private health care providers, it was
public health measures, particularly clean drinking water
and sewers, that played a significant role in lowering
diseases. Better housing was also important. Finally, the
industrialization of agriculture and cheaper food, which
led to better diets, was vital in improving immune systems
and raising life expectancies, including lowering infant
mortality rates (percent of babies who die before their
first birthday).

Death rates for different demographic groups do not
drop evenly as an economy develops over time. Infant
mortality rates tend to drop earliest and most quickly. It
was not uncommon in premodern societies to find an
infant mortality rate in excess of 200 infant deaths per 1000
live births—20% or more of all babies died before reaching
their first birthday. Nowhere in the world today are rates
that severe, but the highest rates are found in sub-Saharan
Africa (Figure 3.20), where poverty, lack of adequate diets,
disease, inadequate drinking water, and insufficient health
care services conspire to kill 10% of all infants before age 1.
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FIGURE 3.19 Death rates due to nine infectious diseases
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Because the drop in the death rate disproportionately
affects the very young, it acts much like an increase in the
birth rate—more babies survive to grow to adulthood. Life
expectancies likewise increase. One of the reasons
the very young are more affected is that, as the death rate
drops, it does so initially because communicable diseases
are brought under control, and the very young are particu-
larly susceptible to such diseases. The control of commu-
nicable disease has the serendipitous economic side effect
of reducing the overall illness level in society, thus pro-
moting increased labor productivity. Workers miss fewer
days of work, are healthier when they do work, and are
able to work productively for more years than when death
rates are high. Eventually, as death rates drop, the timing

of death shifts increasingly to the older ages, to the years
beyond retirement when the economic impact on the
labor force is minimal. Although death rates have declined
throughout the world, mortality is usually, but not always,
lowest in the developed world (especially in northwest
Europe and in Japan) and highest in the underdeveloped
world (especially in sub-Saharan Africa). Variations in
fertility tend to be more pronounced, with much higher
levels in the developing world.

In early industrial societies, because the death rate has
dropped but the birth rate has not, the natural growth rate
grows explosively. This situation characterized the world
Malthus observed at the end of the eighteenth century and
is evident in a wide number of countries in the developing
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FIGURE 3.20 The geography of infant mortality rates is perhaps the most sensitive and optimal measure of economic
development. The capacity of societies to protect their most vulnerable members—babies—reflects their parents’ access to
nutrition and clean water and exposure to infectious diseases. Poor countries suffer from high rates of infant deaths, often
exceeding 100 deaths per 1000 births (e.g., much of Africa, Afghanistan, Iraq); people in the economically developed world,
in contrast, can expect that the vast majority of babies will live past their first birthday.

world today. In short, poor countries have rapid increases
in population not because they have more children than
before, but because fewer people die earlier.

Stage 3: Late Industrial Society

Societies in the throes of rapid industrialization, in which a
substantial share, if not the majority, lives in cities, exhibit
a markedly different pattern of birth, death, and growth
rates than those earlier in the transition. Death rates re-
main relatively low, for the reasons discussed earlier. What
is different is that total fertility rates also exhibit a steady
decline. Tt is important to note that declines in crude birth
rates almost always occur affer declines in the death rate;
societies are much more amenable to death control than
birth control.

Why do crude birth rates fall and families get smaller
as societies become wealthier? The answer to this impor-
tant question lies in the changing incentives that people
face as their worlds shift from primarily rural to primarily
urban, with a corresponding increase in the size and com-
plexity of labor markets. For many people, the decision to
have, or not to have, children is the most important ques-
tion they will ever face, with profound consequences not
only for their personal well-being but also for society at
large. Essentially, urbanization and industrialization lead to
smaller families because the benefit/cost ratio of children
changes over time. This assertion is not meant to reduce
children to simple economic commodities. However, in

societies in which a large number of women enter the paid
labor force—become commodified labor outside of the
home, rather than unpaid workers inside of it—the con-
straints to child rearing become formidable. For women,
who typically have primary responsibility for child care,
working outside of the home and taking care of young
children in urbanized societies pose extraordinarily difficult
obstacles. Many women understandably drop out of the
labor market, if only temporarily, to take care of their kids.
As a result, they do not earn an income while staying at
home, relying on their husband’s income for support.
Economically, this process generates an opportunity cost
to having children: The more children a couple has, or the
longer a mother refrains from working outside of
the home, the greater the opportunity cost she faces or
they face as a family (Figure 3.21). As women’s incomes
rise, either over time or comparatively within a society, the
opportunity cost of children rises accordingly, leading to
lower total fertility rates.

In distinct contrast to neo-Malthusian family planning,
which tends to ignore the social circumstances pertaining
to fertility, in this model there is a clear link between labor
markets and fertility behavior. Getting women to work
outside of the home in commodified labor markets is the
surest form of birth control. As total fertility rates decline,
so too does the natural growth rate. In short, relatively
prosperous societies tend to have smaller families, and
there is frequently a corresponding shift from extended to
nuclear families in the process.
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FIGURE 3.21 The opportunity costs of having children rise with
income as mothers drop out of the paid labor force to take

care of young children. The amount a family gives up to raise a
young child for a given period of time is the wage rate multiplied
by the period of time the mother is absent from paid work.

(For example, a woman earning $20,000 per year who drops out
for 5 years to raise a child sacrifices $100,000 in forgone income.)
Among low-income families, including those in poor countries

or the economically disadvantaged in the First World, the
amount forgone is relatively low (hatched area) because incomes
are low. As societies develop and family incomes rise, however,
the amount forgone rises (shaded area). Thus, the economic

cost of raising a child rises with the level of economic development;
for this reason, poor families tend to be large families, both
among and within countries, and wealthier families tend to be
smaller ones.

Historically, fertility levels fell first in Western
Europe, followed quickly by North America, and more
recently by Japan, and then the remainder of Europe. In
all of those areas of the world, reproductive levels are
below the level of generational replacement; the United
States is the only major country still above that level, and

just barely. Elsewhere in the world, however, crude birth
rates remain at much higher levels, although in China
and Southeast Asia birth rates are dropping very quickly.
There has been a modest decline in South Asia, the
Middle East, much of Latin America, and parts of sub-
Saharan Africa. Overall, then, almost all the world’s na-
tions are experiencing more births than deaths each year,
with the biggest gap being found in the less developed
nations and the narrowest difference existing in the more
developed nations. In addition to these patterns of natu-
ral increase, many areas of the world are also impacted
by migration.

Increasing life expectancy in a region or country is an
important indicator of social progress. Between 1980 and
2010, the world’s average life expectancy at birth increased
from 61 to 68 years. In developed regions, average life
expectancy is 74 years for males and 81 years for females;
in developing regions, 65 years for males and 68 years for
females; in least developed countries, the values are 53
and 50, respectively.

Stage 4: Postindustrial Society

The fourth and final stage of the demographic transition,
postindustrial society, depicts wealthy, highly urbanized
worlds with their own configurations of birth, death, and
growth rates. In this context, indicative of Europe, Japan,
and North America today, death rates are very low and life
expectancies correspondingly high. Do death rates ever
reach zero? No, for that would mean life expectancies be-
come infinite! Even the declines in the death rates will not
exhibit much improvement, and they face diminishing
marginal returns: The easy causes of death have been
largely eliminated, and overcoming the remaining ones
will be much harder.

As societies industrialize and become progressively
wealthier, the causes of death change from infectious

FIGURE 3.22 Deaths in economically advanced societies

such as the United States are less due to hunger and Smoking |435,000
infectious diseases and much more likely to result from Poor Diet/
behavioral or lifestyle choices. The primary drivers of Physical Inactivity 400,000

death in the United States are smoking, which kills
roughly 435,000 Americans annually; poor diets coupled
with physical inactivity, which kill 400,000; and alcohol
abuse, which takes 85,000 lives each year. lllegal drugs, in
contrast, kill many fewer people (less than 30,000).
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FIGURE 3.23 The drivers of death are manifested in
different biological outcomes. Heart disease, which is
closely related to smoking, alcohol abuse, and obesity,
is the largest single killer in the United States, responsible
for more than 28% of all deaths, followed by cancers
of all forms combined (22.7%). Cerebrovascular disease
(strokes) is third. In today's world, governments have
big underlying structural gaps in budgets and large
deficits that will not be easily filled by economic
recovery anytime soon. Rising health care costs,
especially in European welfare states, and also in the
United States, with new health care legislation, plus
the burden of pension and Medicare spending, will put
relentless pressure on government debt. Eventually, the
world's rich economies should return to full
employment, and when they do, public borrowing to
finance the health-conscious postindustrial society will
hurt growth and may lower standards of living.
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diseases, the bane of the preindustrial world, to lifestyle-
related ones, particularly those associated with smoking and
obesity, as well as, to a lesser extent, car accidents, suicides,
and homicides (Figure 3.22). The leading causes of death in
the United States today, for example, are heart disease, can-
cers of all forms, and strokes (Figure 3.23).

Birth rates too, continue to fall in such contexts, as
families grow smaller and many couples elect to go child-
less or have only one. Around the world, national income
and population growth rates are inversely related (Figure
3.24). When crude birth rates drop to the level of crude
death rates, a society reaches zero population growth
(ZPG). When birth rates drop below death rates, as they
have in virtually all of Europe, the society experiences
negative population growth. Japan, the oldest major soci-
ety in the world (older demographically than Florida),
will see its population decline by 30% or more in the next
50 years. Such situations are characterized by large num-
bers of the elderly, a high median age, and a relatively
small number of children, all of which have dramatic im-
plications for public services. Often in such contexts,
governments take steps to increase the birth rate with
ample rewards for childbirth (e.g., subsidized child care
and long paid parental leaves) and publicity campaigns.
In societies with extremely low or negative population

growth, the major cause of demographic growth is often
net immigration.

Globally, uneven economic development—the legacy
of colonialism, different national policies, position in the
global system, and national cultural systems—generates
uneven patterns of natural population growth; the geogra-
phy of natural growth rates is the difference between the
geographies of birth and death rates (Figure 3.25). The
most rapid rates of increase are found throughout
the poorer parts of the developing world (.e., in Africa
and in the Arab and Muslim worlds). The economically
developed nations, including North America, Japan,
Europe, Australia, and New Zealand, in contrast, have low
rates of population growth, often hovering around zero or
even lower.

These patterns have significant implications for the na-
ture and future of the world’s people. Although the world’s
average natural growth rate has been slowly declining, it
still adds roughly 100 million people per year (Figure 3.26),
roughly the population of Mexico. Projecting into the future,
declining fertility levels are believed to lead to slower rates
of demographic growth throughout the twenty-first century
(Figure 3.27). However, because there are so many people
of child-bearing age in the developing world, the total pop-
ulation of the planet is projected to rise to roughly 10 billion
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FIGURE 3.24 The rate of population growth in different societies is closely associated with their average income.
Countries with high rates of demographic growth tend to have incomes below the world average; conversely, those with
high per capita incomes tend to have low rates of growth. This pattern reflects the dynamics of the demographic
transition discussed earlier.
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FIGURE 3.26 World population growth
rates have slowly declined as fertility levels

100 6 =1 ¢
World population (billions) S= gradually dropped. Despite lower rates
4 o of increase, the world still adds roughly
B 80 23 100 million people each year.
2 o]
= Annual increase (millions)
E 60 . 2
— (left axis)
c
Rl
840
2
g Natural increase rate (%)
20 (right axis) 42 ;L
=2
Z —
1 L 1 1 1 —
1950 1960 1970 1980 1990 2000 2010

by the year 2100 (Figure 3.28). The vast bulk of these addi-
tions will be in the Third World. However, these projections
are based on different assumptions about the future of fertil-
ity (Figure 3.29). Should total fertility rates decline more rap-
idly than expected, the increase in the world’s people may
not be as dramatic as some believe.

However, the population explosion in the developing
world will have enormous impacts. Not all of the world’s
problems are reducible to population growth, but many
are not independent of it either. Rapid population growth
will accelerate, among other things, agricultural overculti-
vation and soil depletion, overfishing, poaching, defor-
estation, depletion of water resources, loss of biodiversity,
and rural-to-urban migration (Figure 3.30). Further, gener-
ating an infinite pool of poor people keeps wages low,
not only in the developing world but also in the devel-
oped, as globalization pits the labor forces of countries
against one another. Thus, it is important to keep the
dynamics of population growth in mind in relation to
environmental degradation, economic development, and
international issues.

Contrasting the Demographic Transition
and Malthusianism

By now you may have realized that the assumptions,
analyses, and conclusions offered by Malthusian theory

and the demographic transition are markedly different.
Whereas Malthusianism tends to take fertility for grant-
ed—arguing that people are prisoners of biological
imperatives to reproduce uncontrollably—the demo-
graphic transition reveals fertility is socially constructed
(i.e., families have children or don’t have them, as the
case may be, depending on the costs and benefits that
children offer). Moreover, whereas Malthusian scenarios
inevitably depict the population as growing uncontrol-
lably, to the point of resource exhaustion, the demograph-
ic transition predicts steadily declining levels of world
population growth as crude birth rates converge upon
death rates. The evidence supports this view. After
accelerating for two centuries, the overall rate of world
population growth is slowing down. In the 1960s, it
reached a peak of 2.6%, declining to 1.7% a year in the
1990s, and dropping further to 1.2% in 2010. However,
the absolute size of population will continue to increase
because the size of the base population to which the
growth rate applies is so large.

Criticisms of Demographic Transition Theory

Although the demographic transition has wide appeal be-
cause it links fertility and mortality to changing socioeco-
nomic circumstances, it has also been criticized on several
grounds. Some critics point out that it is a model derived
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FIGURE 3.28 The vast bulk of additions to the world'’s population
has occurred, and will continue to occur, in the world’s economically
underdeveloped regions. Natural growth rates in the First World
are low, often negative, whereas they tend to be relatively high in
poorer countries.

from the experience of the West and then applied to
many non-Western societies, as if they are bound to re-
peat the exact sequence of fertility and mortality stages
that occurred in Europe, Japan, and North America. There
is no inevitable logic that assures the developing world
must meekly follow in the footsteps of the West. Some
have pointed out that the developing world is in many
ways qualitatively different from the West, in no small part
because of the long history of colonialism. Further, demo-
graphic changes in the developing world have been much
more rapid than in the West. For example, whereas it took
decades, or even centuries, for mortality rates in Europe
to decline to their modern levels, in some developing
countries the mortality rate has plunged in only one or
two generations. Because mortality rates do not vary
geographically as much as fertility rates, most of the spa-
tial differences in natural growth around the world are
due to differences in fertility. These caveats are useful in
cautioning us to examine the historical context in which
all theories and explanations emerge and to be wary of
blindly importing models developed in one social and
historical context into radically different ones for which
they were not originally intended.
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FIGURE 3.29 The future of the world’s population size depends on
how fertility levels change. If current fertility levels are maintained,
the number of people in the world could exceed 10 billion by 2050.
However, if fertility levels drop, as they have been doing, the rate
of increase will slow down; at a minimum, the world can expect to
hold more than 7.5 billion people in 50 years.

POPULATION STRUCTURE

Except for total size, the most important demographic fea-
ture of a population is its age-sex structure. The age-sex
structure affects the needs of a population as well as the
supply of labor; therefore, it has significant policy implica-
tions. A rapidly growing population implies a high propor-
tion of young people under the working age. A youthful
population also puts a burden on the education system.
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Consequences for the First World

When this cohort enters the working ages, a rapid increase
in jobs is needed to accommodate it. By contrast, countries
with a large proportion of older people must develop
retirement systems and medical facilities to serve them.
Therefore, as a population ages, its needs change from
schools to jobs to medical care.

The age-sex structure of a country is typically sum-
marized or described through the use of population
pyramids. They are divided into 5-year age groups, the
base representing the youngest group, the apex the
oldest. Population pyramids show the distribution of
males and females of different age groups as percentages
of the total population. The shape of a pyramid reflects
long-term trends in fertility and mortality and short-term
effects of baby booms, migrations, wars, and epidemics.
It also reflects the potential for future population growth
or decline.

Two basic, representative types of pyramid may be
distinguished (Figure 3.31). One is the squat, triangular
profile. It has a broad base, concave sides, and a narrow
tip. It is characteristic of developing countries having high

crude birth rates, with a young average age, and relatively
few elderly. Natural growth rates in such societies tend to
be high.

In contrast, the pyramid for economically developed
countries, including the United States, describes a slowly
growing population. Its shape is the result of a history of
declining fertility and mortality rates, augmented by sub-
stantial immigration. With lower fertility, fewer people
have entered the base of the pyramid; with lower mortali-
ty, a greater percentage of the births have survived until
old age. In short, the structure of the population pyramid
closely reflects the stage of the demographic transition in
which a country is positioned. Like all developed coun-
tries, the U.S. population has been aging, meaning that
the proportion of older persons has been growing. The
pyramid’s flattened chest reflects the baby dearth of the
Great Depression in the 1930s, when total births dropped
from 3 million to 2.5 million annually. The bulge at the
waist of the pyramid is a consequence of the baby boom
that followed World War 1I. By 1976, the total fertility rate
had fallen to 1.7, a level below replacement. Members of the
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baby-boom generation, however, were having children in
the 1980s and 1990s, driving the total fertility rate up to
2.0, almost at replacement level and the highest in the de-
veloped world. Thus, the U.S. population continues to
grow from natural increase as well as from immigration.
Because different parts of the United States have very dif-
ferent socioeconomic conditions, cultures, and migration
patterns, various places in the country have very different
population pyramids (Figure 3.32).

A few developed countries have very low rates of
population growth—in some cases zero population
growth (ZPG) or negative population growth. They
have low crude birth rates, low death rates, and, in some
cases, net out-migration. France is an example. Because
of very low fertility, the country is experiencing negative
population growth, and although there is a steady stream
of foreigners (especially Arabs and Africans) into the
country, France tries to limit immigration. Population de-
cline is an economic concern to many European coun-
tries, as well as Japan, the world’s oldest nation demo-
graphically. Who will fill the future labor force? Is the
solution the immigration of guest workers from develop-
ing countries? In these respects, demographic changes
have profound influence on immigration policies and the
size and nature of the labor force.

THE BABY BOOM, AN AGING POPULATION,
AND ITS IMPACTS

The so-called baby boom—everyone born between 1946
and 1964—is the largest generation in world history,
90 million strong, and comprises roughly 40% of
Americans today. Baby boomers are the children of the
“greatest generation,” those who lived through the Great
Depression and fought World War II. After the war, with
the American economy booming and standards of living

rising rapidly, birth rates increased dramatically, giving rise
to a flood of children in the schools.

The movement of this generation through its life cycle
has been likened to that of a python swallowing a large
animal, creating a bulge that slowly tapers off over time. In
the 1960s, the baby boomers entered college, contributing
to the rapid social changes of that decade. In the 1970s,
they entered the workforce, including more working
women than ever before, which increased the supply of
labor and helped to drive up unemployment rates for a
while. This large swell entering the workforce required a
huge investment in capital stock and infrastructure—office
space, desks, training programs, computer terminals, park-
ing garages, not to mention cafeterias and clothing stores.
However, because they swelled the labor supply, income
growth for boomers was relatively low, and the number of
children they had per family was also much smaller than
that of their parents, although the large size of this genera-
tion meant that the absolute number of children they
produced (Generation X) was considerable. Economic
opportunities for boomers varied considerably in terms of
their birth year: Those born in the early years of the boom
encountered labor shortages and high wages, while those
born after the boomer peak year in 1957 faced markedly
less positive circumstances.

Expenditures by baby boomers in the midst of their
prime earning years helped to fuel the consumer and hous-
ing booms of the 1990s and 2000s. The result of the influx of
baby boomers was new products, new services, and new
technologies in niche markets, improving service and
reducing service delivery times. Now that the baby boom
is preparing to retire, labor force growth is low. As they
leave the workforce, the numbers of retirees will
rise dramatically, and demands on Social Security and
Medicaid will grow exponentially, with serious challenges
for public financing. Indeed, as seen in Chapter 8, an aging
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population is one of the major driving forces behind the
growth of health-related services, which have grown steadily
and in tandem with the rising numbers of the elderly. As the
baby boom retires—a process already underway—expendi-
tures for pensions and Social Security will also rise rapidly,
setting the stage for intergenerational conflicts over the allo-
cation of resources. When the boomers begin to die en
masse, starting around the year 2020, death-related industries
(e.g., funeral homes) will experience a surge in demand.
The aging of the baby boom is symptomatic of the de-
mographics in most economically developed countries, all
of which tend to have low birth rates and high average life

expectancy. In Europe, Russia, Japan, the United States,
Canada, Australia, and New Zealand, the most rapidly
growing age groups are the middle-aged and the elderly.
As these societies age, the ratio of nonworking to working
people, the so-called dependency ratio, increases steadily,
meaning there is a declining ratio of working adults to
nonworking people, with associated problems concerning
who will pay for the services required by children and the
elderly. Aging societies change in many other ways as
well: The elderly tend to move more slowly and require
more assistance. These observations reflect how economic
and demographic changes are closely intertwined.
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MIGRATION

Migration is a movement involving a change of perma-
nent residence. It is a complex phenomenon that raises a
lot of questions. Why do people move? What factors influ-
ence the intensity of a migratory flow? What are the effects
of migration? What are the main patterns of migration?

Causes of Migration

Most people move for economic reasons. They relocate to
take better-paying jobs or to search for jobs in new areas.
They also move to escape poverty or low living standards,
to find a better life for their children, to escape adverse
political conditions, or to fulfill personal dreams.

The causes of migration can be divided into push-
and-pull factors. Push factors include high unemploy-
ment rates, low wages, poverty, shortages of land, famine,
or war. In the late 1970s and early 1980s, various commu-
nist purges in Vietnam, Cambodia/Kampuchea, and Laos
pushed approximately 1 million refugees, who resettled in
the United States, Canada, Australia, China, Hong Kong,
and elsewhere. Pull factors include job and educational
opportunities, relatively high wages, the hope for agricul-
tural land, or the “bright lights” of a large city. The rich
oil-exporting countries in the Middle East act as a pull
factor for millions of immigrants seeking employment. In
Kuwait and the United Arab Emirates, nearly 80% of the
workforce is composed of foreigners, mostly drawn from
South Asia and the Philippines. Spatial differences in eco-
nomic opportunities, therefore, go far toward explaining
why young people often leave rural areas, the influx of
Mexicans into the southwestern United States, or the immi-
gration of non-Westerners into Europe, including Indians
and Bangladeshis into Britain, Turks into Germany, and
Arabs into France.

Migrations can be voluntary or involuntary and reflect
the historically specific matrix of cultural, economic, and
political circumstances in which migrants live. Most move-
ments are voluntary, such as the westward migration of

pioneer farmers in the United States and Canada.
Involuntary movements may be forced or impelled. In
forced migration, people have no choice; their transfer is
compulsory. Examples include the African slave trade, in
which 20 million people were stolen from their homelands
and shipped to the New World, and the deportation of
British convicts to the United States in the eighteenth
century and to Australia in the nineteenth. In impelled
migration, people choose to move under duress. In the
nineteenth century, many Jewish victims of the Russian
pogroms elected to move to the United States and
the United Kingdom. Civil wars in Central America in the
1980s led hundreds of thousands of Salvadorans and
Nicaraguans to emigrate to the United States. In Africa,
multiple civil wars have displaced millions of refugees into
neighboring nations.

The Economics of Migration

This subsection examines migration of a voluntary nature
due to economic incentives, which comprises the largest
single category of human migrations throughout history.
Unfettered migration is an expression of a free market for
labor, although markets are never as free for labor as they
are for capital. Unrestricted migration is generally only
feasible within the borders of the same nation-state.
Among states, restricting the flow of immigrants is one of
many ways states as well as markets shape economic
landscapes.

Consider two regions as shown in Figure 3.33. Region
A on the right, is a highly industrialized country (e.g., the
United States or Germany). Region B is a less developed
country. A labor market exists within each nation. The
quantity of labor supplied and demand is measured on the
horizontal axis and the price of labor (wages) is measured
on the vertical axis. As the price of labor increases, the de-
mand decreases (i.e., employers face a demand curve),
and as the price decreases, the demand increases. The
supply curve Sy increases upward to the right, suggesting

FIGURE 3.33 Migration and wage differentials.
The quantity of labor is measured on the
horizontal axis, and the price of labor is measured
on the vertical axis. As the price increases on the
vertical axis, the demand for labor decreases in S
both the developed country and the less developed
country. The supply curves of both developed and
undeveloped countries slope upward, suggesting
that a greater supply of labor is available at higher
prices. Because the equilibrium price of labor is
higher in the developed country than in the
undeveloped country, labor migrations occur from
less developed to developed, or from B to A, to D
take advantage of higher wages. The greater the
wage differential, both the greater the flow and
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that a greater supply of labor is available at higher prices.
As the price for labor increases, individuals who would
not care to work at lower wages now come into the mar-
ket. They substitute work at higher prices for staying home
and taking care of children, going to school, or being in
retirement.

In order to facilitate the analysis for the less developed
country, such information is shown on the left side of
Figure 3.33. Instead of measuring the quantity of labor
from zero to the right for the less developed country, we
now measure it from zero to the left. Price remains on the
vertical axis. The supply curve in the less developed coun-
try slopes upward to the left and the demand curve slopes
downward to the left. In this manner, we get a back-
to-back set of supply and demand curves for a less devel-
oped country and a developed country.

Observe the equilibrium position of the supply and
demand for labor in the developed country before migra-
tion occurs, which occurs at point K. Also note the equilib-
rium position for the supply and demand of labor in the
less developed country. This equilibrium position occurs
at L. In classical labor migration theory, there is an as-
sumption that information about job availability and wage
differentials is widely available and held by workers G.e.,
there is little uncertainty). Labor in the less developed
country finds out about jobs available in the developed
country at higher wage rates. Because the equilibrium
price in Region A is higher than that in Region B, labor mi-
grates from Region B to Region A to take advantage of
higher wages (assuming there are no barriers to migra-
tion). The greater the differential in wages, the greater the
flow of labor will be. In Region A, extra labor is now com-
ing into the region, which is used to working for lower
wages. Because the extra labor is supplied over and above
the indigenous supply and the labor is used to working at
lower wages, the supply curve moves downward toward
the right to the new equilibrium R. In addition, because
the labor pool has left Region B, the supply of labor is re-
duced. The supply curve moves upward and to the right in
Region B, thus raising the equilibrium price to Q. The new
equilibrium price in Region A, at R, is at a lower level than
it was prior to labor migration. Thus, migration will contin-
ue as long as there is a difference between the wages of
Region A and Region B, which exceed a cost associated
with migration. In the case of flows from Mexico to the
United States, most categories of employment are paid two
to five times the rate in Mexico. Consequently, the flows
both on a daily basis and on a longer-term basis continue
to occur at high levels, including many illegal or undocu-
mented workers (see Figures 3.32 and 3.33).

In classical migration theory, transportation costs and
other costs associated with moving an individual or family
are included, such as selling a property and purchasing
one in the new region. The costs of labor in the different
regions will not be exactly equalized. But classical trade
and migration theory tell us that the long-run price of
labor in the two regions should come into close harmony
with one another. Relocation and similar migration costs
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should be split up over the period of work remaining in
the life of the mover.

However, when we observe real-world labor move-
ments and price differentials, we find that wage rates do
not seem to be converging among regions. Major discrep-
ancies occur in the wages paid in and among various
regions of the United States and countries of Europe, as
well as in South America and India. If neoclassical theory
held, there would be less difference in national averages
of per capita incomes. One reason that labor differential
rates exist is because of the imperfections in the availabili-
ty of knowledge about opportunities. Many workers in the
less developed countries do not know that jobs they may
be qualified for in more highly developed countries even
exist. As an individual contemplates changing locations
and even countries, he or she is beset by a series of social
factors, including lack of friends and knowledge and the
feeling of uneasiness in the new setting. Consequently,
the largest numbers of international labor migrants are
young males who do not have families to relocate.

Cultural differences are also important to understand-
ing migration. The cultural shock of living in a new
environment, especially when one does not have the re-
sources to live adequately or does not speak the native
language, presents social problems. Institutional barriers
also exist, such as the status of immigration or the length
of time allowed in the host country. African Americans,
Puerto Ricans, Chinese immigrants, Mexican Americans,
and women have encountered such resistance in the past
in the United States in their search for improved working
conditions and wages, often in the face of xenophobic
racism and ostracism.

Consequently, we cannot expect that economic forces
alone will lead to a total eradication of wage inequities
throughout a country or throughout the world. Barriers to
migration, including legal obstacles and immigration re-
strictions, imperfect information, lack of skills, inability to
afford transportation, and the powerful bonds that hold
people in place work to prevent a free flow of labor
among and often within countries. At best, only a small
portion of the population in a low-wage region has the
ability to gain access to higher pay in developed nations.
Therefore, there will continue to be a discrepancy in per
capita earnings between less developed countries and
developed countries and between depressed regions and
economically healthy regions within countries. The
demand curves for labor also shift down and to the right
as the more highly qualified, productive labor leaves, and
up and to the right as new workers arrive. Migration is
thus intertwined with local and national labor markets in
complex ways that shape average incomes and unem-
ployment rates.

The availability of work and wage rates account for
major labor flows throughout the world, from countries
lacking in jobs and with low wages to countries with jobs
available at relatively higher wage rates. Major labor flows
occur (1) from Mexico and the Caribbean to the United
States and Canada; (2) from South American countries to
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Argentina, Venezuela, and Peru; (3) from North Africa
and southern European nations to northwestern Europe;
(4) from Africa and Asia to Saudi Arabia; and (5) from
Indonesia to Malaysia, Singapore, and Australia. Migrants
vary by age. Young adults are most likely to be migrants
because of their desire for an improved life and greater
ability to travel and overcome hardships.

Barriers to Migration

All countries regulate the flow of immigration. The United
States limits legal immigration to approximately 600,000
people annually, although a total of roughly 1.1 million
enter the United States legally or illegally every year.
Altogether, about 33.1 million immigrants live in the
United States, comprising 11% of the population. Of this
group, an estimated total of 5 million people live in the
country illegally, often under constant threat of being
caught and deported. Billions of dollars are spent annually
to police the U.S. borders, much of which is used to try to
keep Mexicans and other Latin Americans out. The status
of illegal immigrants is a significant political issue often
arousing passionate feelings: Some argue that by paying
income and sales taxes, immigrants generate more wealth
than they consume, while others argue that they compete
with unskilled American residents, many of whom are eth-
nic minorities, and drive down wages in the bottom rungs
of the labor market.

Characteristics of Migrants

Some countries have higher rates of migration than do
others—both into and within the country. In general, the
countries that have long histories of migration, such as
the United States, Canada, and Australia, have higher
migration rates in the modern world than do other coun-
tries, such as China, where migration is far less common.
Recently, China has witnessed an enormous surge of peo-
ple leaving rural areas for the more prosperous coastal
cities; with more than 100 million such migrants, this
stream is one of the largest migrations in history.

When people do move, they are far more likely to be
young adults than any other group. Young adults have the
longest working life ahead of them and thus stand to gain
more than the elderly from the accumulated benefits of
moving to a relatively higher-wage region. Many migrants
send part of their wages to their home country or village.
These remittances often form an important source of in-
come for the recipients back home. In the developed
world, migration rates tend to drop significantly by the
time people have established families and purchased
homes, typically in their thirties.

Consequences of Migration

Migration has demographic, social, and economic effects,
especially due to the fact that migrants tend to be young
adults and are often the more ambitious and well-educated

members of a society. Obviously, the movement of people
from one region to another causes the population of the
country of origin to decrease and of the destination coun-
try to increase. Because of migratory selection, the effects
are more complicated. If the migrants are young adults,
their departure increases the average age, raises the death
rate, and lowers the birth rate in the country of origin. For
the destination region, the opposite is true (i.e., their ar-
rival tends to lower the average age and the death rate but
increase the fertility rate). If migrants are retirees, their
effect is to increase the average age, raise the death rate,
and lower the birth rate. Arizona and Florida, for example,
have attracted a large number of retirees, resulting in higher-
than-average death rates.

Social conflict is a fairly frequent social consequence
of migration. It often follows the mass movement of
people from poor countries to rich. There were tensions in
Boston and New York after the Irish arrived in the 1840s;
fleeing the potato famine, they were the first Catholics to
arrive in the United States in large numbers. Similar
tensions have come with recent migrants, such as Cubans
settling in Miami. Social unrest and instability also follow
the movement of refugees from poor countries to other
poor countries. Many immigrants are subject to racist
xenophobia and become scapegoats for all the problems
in their new country, especially during economic down-
turns. In much of Europe, for example, nationalists blame
Turks, Arabs, Pakistanis, and other immigrants for unem-
ployment. Generally, poor migrants have more difficulty
adjusting to a new environment than the relatively well
educated and socially aware.

The economic effects of migration are varied. With
few exceptions, migrants contribute enormously to the
economic well-being of places to which they come. For
example, guest workers from Turkey and Yugoslavia were
indispensable to the economy of Germany in the 1960s
and 1970s. Without them, assembly lines would have
closed down, and patients in hospitals and nursing homes
would have been unwashed and unfed. Without Mexican
migrants, fruits and vegetables in Texas and California
would go unharvested and service in restaurants and ho-
tels would be much more expensive. Migrants to the
United States also pay income and sales taxes, but illegal
ones do not reap the benefits of programs such as Social
Security.

In the short run, the massive influx of people to a
region can cause problems. The U.S. Sunbelt states have
benefited from new business and industry but are hard
pressed to provide the physical infrastructure and services
required by economic growth. In Mexico, migrants to
Mexico City accelerate the competition for scarce food,
clothing, and shelter. Despite massive relief aid, growing
numbers of refugees in the developing world impoverish
the economies of host countries.

Emigration can relieve problems of poverty by reduc-
ing the supply of labor. External migration reduced poverty
somewhat in Jamaica and Puerto Rico in the 1950s and
1960s. However, emigration can also be costly. Some of



the most skilled and educated members of the population
of Third World countries migrate to developed countries.
Each year, the income transferred through the “brain
drain” to the United States amounts to significant sums,
although billions of dollars are also sent back home in the
form of remittances to family members who stayed
behind. Indeed, remittances are often a major source of in-
come for impoverished villages in the developing world.

Patterns of Migration

In examining patterns of migration, it is helpful to consider
migration internationally or within a country separately. It
is also convenient to subdivide external migration into in-
tercontinental and intracontinental, and internal migration
into interregional, rural-urban, and intrametropolitan.
International migrations are greatly exceeded by internal
population movements, especially to and from cities.

The great transoceanic exodus of Europeans and the
Atlantic slave trade to the New World are spectacular ex-
amples of intercontinental migration. In the five centuries
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before the economic depression of the 1930s, these popu-
lation movements contributed greatly to a redistribution of
the world’s population. One estimate is that between
9 and 10 million slaves, mostly from Africa, were transport-
ed by Europeans into the sparsely inhabited Americas. The
importance of the “triangular trade” among Europe, Africa,
and the Americas can hardly be exaggerated, especially for
British economic development. Africans were purchased
with British manufactured goods. They were sent to work
on plantations where they undertook the production of
sugar, cotton, indigo, molasses, and other tropical prod-
ucts. These commodities were then sent to Britain for pro-
cessing, which created new British industries. Plantation
owners and slaves became a new market for British manu-
facturers whose profits helped finance Britain’s Industrial
Revolution.

The Atlantic slave trade, however, was dwarfed by the
voluntary intercontinental migration of Europeans. Mass
emigration began slowly in the 1820s and peaked on the
eve of World War I, when the annual flow reached about
900,000 (Figure 3.34). At first, migrants came from densely
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FIGURE 3.34 Immigration to the United States by region of the world. European countries provided more than 90% of all
immigrants to the United States during the 1800s, and up until 1960, Europeans continued to provide more than 80% of the total
migration. But since the 1960s, Latin America and Asia have supplanted Europe as the most important source of immigrants to the
United States. During the Great Depression and World War Il years, immigration was at an all-time low. Add the taxes that an
immigrant and his or her descendants are likely to generate over their lifetimes; then subtract the cost of the government services
they are likely to consume. The result is that each new immigrant yields a net gain to the government of $80,000. States and cities

lose $25,000, while the impact on the federal treasury is $105,000.
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FIGURE 3.35 Intercontinental migration flows are
dominated by people leaving the developing world in
search of opportunities in the developed world, including
immigrants from Asia and Latin America to the United
States and Canada and Africans and Asians to Europe. In
the long run, there is a drawback to the rich country low
fertility rates: an impending slowdown in the labor
supply, which will threaten productivity and economic
growth. With millions of workers unemployed in the rich
countries, an impending labor shortage might not seem
much of a problem. But these demographic shifts set the
boundaries for a country’s future, including their ability
to maintain their standard of living and their ability to
service their public debt. Unless more immigrants are
allowed in, or a larger proportion of the working-age
population joins the labor force, or people retire later, or
their productivity rapidly accelerates (all of which are

unlikely events), the aging population will translate into
permanent slower potential growth. America is debating
this thorny issue now.
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populated northwestern Europe. Later, they came from
poor and oppressed parts of southern and eastern
Europe. Between 1840 and 1930, at least 50 million
Europeans emigrated. Their main destination was North
America, but the wave of migration spilled over into
Australia and New Zealand, Latin America (especially
Argentina), and southern Africa. These new lands were
important for Europe’s economic development. They re-
lieved population pressure and provided new sources of
foodstuffs and raw materials, markets for manufactured
goods, and openings for capital investment. Another
large-scale intercontinental migration was the Chinese
diaspora of the nineteenth and early twentieth centuries,
especially into Southeast Asia.

Since World War II, the pattern of intercontinental
migration has changed. Instead of heavy migratory flows
from Europe to the New World, the tide of migrants is
overwhelmingly from developing to developed countries
(Figure 3.35). Migration into industrial Europe and to
North America has been spurred partly by widening eco-
nomic inequality and by rapid rates of population in-
crease in the developing world. In the United States, for
example, roughly 5 million Mexican immigrants live in the
southwestern states (Figures 3.36 and 3.37), where they
form the bulk of the labor force in agricultural labor,
sweatshops, and low end service occupations (e.g., in
restaurants and as gardeners). Immigrants thus form sig-
nificant populations in many countries around the world
(Figure 3.38), particularly in the United States, Western
Europe, Australia, and South Asia. Some of them are
refugees, while others are unskilled workers seeking jobs
outside of their native lands.

The era of heavy intercontinental migration is over.
Mass external migrations still occur, but at the intraconti-
nental scale. In Europe, forced and impelled movements
of people in the aftermath of World War II have been suc-
ceeded by a system of migrant labor. In the United States,

thousands of people from Latin America, particularly
Mexicans, many of whom are illegal aliens, arrive each
year to find work (Figure 3.39). Similarly, the most pros-
perous industrial countries of Europe attract workers from
the agrarian periphery (Figure 3.40). France and Germany
are the main receiving countries of labor migrants to
Europe. France attracts workers from North Africa. During
the post-WWII boom years (1945-1975), West Germany
drew many “guest workers” from Italy, Yugoslavia,
Greece, and Turkey. Migrant workers from southern
Europe usually have low skills and perform jobs unaccept-
able to indigenous workers.

The system of extraterritorial migrant labor also ex-
ists in the developing world. In Africa, laborers move
great distances to work in mines and on plantations. In
West Africa, the direction of labor migration is from the
interior to coastal cities and agricultural export areas. In
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FIGURE 3.37 Flows of millions of illegal immigrants from Mexico to the United States take
place at a variety of locations along the border. Often migrants undertaking such journeys are
exposed to very dangerous conditions, and many die in transit. Such desperation is driven by
the enormous differences in standards of living and opportunities on either side of the border,

that is, uneven spatial development.
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FIGURE 3.38 Net international migration rates around the world. The United States has the largest group of immigrants, although
other populations are found in France, Britain, Germany, and Australia, as well as in India, Pakistan, Iran, and Saudi Arabia. In the

latter group of countries, immigrants include many unskilled workers from Asia.
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FIGURE 3.39 Migration flows to the United States from Latin
America. The largest source of emigrants is Mexico, with smaller
streams from various parts of the Caribbean, Central America, and
northern South America.

East Africa, agricultural estates attract extraterritorial
labor, typically refugees (Figure 3.41). In southern
Africa, migrants focus on the mining-urban-industrial
zone that extends from southern Zaire in the north,
through Zambia’s Copper Belt and Zimbabwe’s Great
Dyke, to South Africa’s Witwatersrand in the south.

Today, refugee-generating and receiving countries are
concentrated in Africa (6 million people), Southeast Asia
(4 million), and Latin America (2 million). The causes of
refugee movement typically include wars (e.g., Vietnam,
World War II, Afghanistan), racial and ethnic persecution
(e.g., South Africa, Bosnia-Herzogovina), economic insuffi-
ciency increased by political turmoil (e.g., Sudan), and
natural and human-caused disasters (e.g., Central
American hurricanes).

Colonizing migration and population drift are two
types of interregional migration. Examples of colonizing
migration include the nineteenth-century spontaneous trek
westward in the United States and the planned eastward
movement in Russia beginning in 1925. General drifts of
population occur in almost every country, and they accen-
tuate the unevenness of population distribution. Between
the two World Wars, there was a drift of African Americans
from the rural South to the cities of the nation’s industrial
heartland in the Northeast and Midwest. Since the 1950s,
there has been net out-migration from the center of the
United States to both coasts and a shift of population from
the Rustbelt states to the Sunbelt (Figure 3.42). Today, the
majority of Americans live in the South and West, as op-
posed to the North and Midwest, although the wvast
expanses of land in the Sunbelt states generate lower pop-
ulation densities than in the Northeast.

The most important type of internal migration is rural-
urban migration, which is usually for economic motives.
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FIGURE 3.40 Migrant flows to and within Europe are generally from poorer countries with a
labor surplus to wealthier ones with better employment opportunities. For example, Turks have
long served as “guest workers” in Germany, and France hosts a growing population of Arabs
from Algeria and Morocco. There are also net migration streams out of Spain, Portugal, Greece,
and Italy to France, Switzerland, Germany, and other states.
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FIGURE 3.41 Involuntary migrations in East Africa in the late
twentieth century. Eritreans, Ethiopians, Somalis, and Sudanese
have been forced to move because of raging civil wars. To escape
civil war, Hutus have been forced to migrate from Rwanda, and
residents of Mozambique have fled to Malawi and other
neighboring states.

The relocation of farm workers to industrial urban centers
was prevalent in developed countries during the nine-
teenth century. Since World War II, migration to large
urban centers has been a striking phenomenon in nearly
all developing countries. Burgeoning capital cities, in par-
ticular, have functioned as magnets attracting migrants in
search of “the good life” and employment.
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2000

FIGURE 3.42 Migration flows among the four major census
regions of the United States. While all regions exchange people
with each other, the largest flows are to and from the South. These
flows are one factor in the growth of the Sunbelt (South and
West), which is now more populous than the Snowbelt or Rustbelt
(Northeast and Midwest).

In highly urbanized countries, intermetropolitan migra-
tion is increasingly important. Although many migrants to
cities come from rural areas and small towns, they form a
decreasing proportion. Job mobility is a major determinant
of intercity migration. So, too, is ease of transportation, es-
pecially air transportation. For intermetropolitan migrants
from New York, the two most popular destinations are
Miami and Los Angeles.

Internally Displaced Persons (IDPs)

An internally displaced person (IDP) is a person or group
of people who, as a result of conflict usually characterized
by violence, is either strongly compelled or forced to leave
their home. Other compelling factors that could cause dis-
placement are natural or human-made disasters or abuses
of human rights. IDPs are not considered refugees per se
because they do not leave their country’s borders when
seeking sanctuary. The majority of IDPs are on the conti-
nent of Africa. Sudan presently has 5 to 6 million IDPs, and
they are located in the eastern provinces of the Darfur re-
gion where government forces have been attacking local
villages. Both Iraq and Afghanistan have more than 2.5 mil-
lion IDPs due to sectarian violence and war. The
Democratic Republic of the Congo in central Africa has sev-
eral million IDPs, mainly in the eastern provinces, due to
civil war and unrest, while Colombia continues to house
millions of IDPs due to civil war between government
forces and the FARC (Revolutionary Armed Forces of
Colombia).
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Case Study
The Great Depression (Baby Bust) Ahead

The so-called baby boom is a surge of a new generation
that peaks about every 40 years. The current baby-boom
generation is the largest in world history, 90 million strong
(Figure C from color insert, entitled “U.S. Immigration
Adjusted Birth Index in the 20th Century”).

As baby boomers entered the workforce, they
brought new social and technological ideas and entre-
preneurial spirit. This pressure forced older, mature in-
dustries and companies to restructure themselves and to
make large investments at all levels to train the new
workers. Initially, this new boomer generation was not
very productive and had low earnings and savings rates.
In the 1960s and 1970s, the baby boomers entered the
workforce, including more working women than ever
before. This large swell entering the workforce required
a huge investment in capital stock and infrastructure: of-
fice space, desks, training programs, computer termi-
nals, parking garages, not to mention cafeterias and
clothing stores.

The baby boomers redefined the workplace, caus-
ing social and technological change, although their con-
formist, civic-minded bosses were often not accustomed
to such change. A few of the upstart new entrepreneurs
included Bill Gates (Microsoft), Michael Dell (Dell
Computers), Steven Jobs (Apple), Larry Ellison (Oracle),
and Eric Anderson (Netscape). The result of the influx of
baby boomers was new products, new services, and
new technologies in niche markets, improving service
and reducing service delivery times.

The baby-boom spending wave began in the
1980s, peaking around 2006. According to the U.S.
Bureau of Labor Statistics, family spending follows a
predictable life cycle that results in maximum spending
between ages 46 and 50 (Figure A from color insert,
entitled “Changes in Spending at Fach Age and Stage of
Life” and Figure B from color insert, entitled “Personal
Consumption Expenditures”). The great number of baby
boomers moving as consumers in and out of their peak
spending years causes booms and busts in the economy.
The peak in 2006 created the biggest business boom in
the history of the world (Figure D from color insert,
entitled “Spending Wave”).

The baby-boom spending swell changed the de-
mand for products and services and changed how we
work and live. The innovation of the baby-boom gener-
ation required a new customized/flexible economy
requiring creativity in products and services and an un-
precedented surge in productivity. This business trend
was propelled by the advancement of baby boomers into
their power years when they had the business decision-
making capacity to change organizations and accommo-
date new technologies to service their different skills
and lifestyles. The combination of the microcomputer

revolution and the telecommunications revolution, with
the individualistic taste of the baby-boom generation,
meant that there was growth in all segments of the econ-
omy, especially those companies that offered customiza-
tion and flexibility to an individual’s demands and
needs. This meant high-quality and high-value-added
products and services delivered rapidly, and custom-
produced flexibility with fast response and delivery.

The baby boomers are now retiring, and there is a
new dearth of spending, increased consumer debt, and
strained Social Security and private and public pension
programs. The year 2009 was the end of the baby eco-
nomic boom, one that will not return for a long time. We
are now at the end of economic growth and prosperity
in most markets, and the beginning of a long downturn
in the U.S. and world economies. Due to generational
spending trends, there have been observed 40-year
growth cycles, for example, in the stock market, ending
in 1929, 1968, and 2009. Additionally, there have been
30-year commodity cycles, which have peaked in 1920,
1950, 1980, and 2009. Three huge bubbles have been
expanding for the past three decades—stocks, com-
modities, and real estate—and they are beginning to
deflate. In his book, 7The Great Recession Abead:
How to Prosper in the Debt Crisis of 2010-2012
(www.hsdent.com), forecaster Harry Dent explains the
“Perfect Storm” as peak oil prices and real estate prices
collide with the massive downturn in generational
spending and the stock market—or the baby bust—Ilead-
ing to more severe downturns for the global economy
and individual investors alike. He argues that the next
broad-based global bull market will not occur until
2020-2025, because of the dearth of consumer spending
and this baby bust. It will take until this time for the chil-
dren of the baby boomers, the generation Xers, to enter
their peak spending years and drive the market upward
once again.

Migration to Exurbs: Counterurbanization

Another major spatial change is occurring due to the
changing demographics in the workplace. A geographi-
cal shift of the population is occurring from the urban
area as the workforce begins moving to the exurbs, or
outer suburbs, and back to smaller towns and communi-
ties. This trend, which began in the 1970s, is called
counterurbanization. The move to the exurbs is being
propelled by (1) retirees, (2) those seeking relief from
the high-cost suburbs, and (3) those desiring a greater
nature or native lifestyle. These shifts will be made pos-
sible by the electronic cottage—the increased power of
computers and telecommuting in ways that have not
been used in the past. This power will be employed to
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decentralize today’s firms through the communication
revolution—the moving of information rather than peo-
ple. As baby boomers moved into their peak spending
years, bolstered by two-income family earnings, they
spent more than ever before on high-quality durable
goods and convenience items, and less on the standard-
ized, mass-produced items and services of the past. Just
as in flexible manufacturing, baby-boomer consumer de-
mand centered on the high-quality, high-choice, niche
markets. Labor patterns of the future will focus on exur-
ban personal freedom and an ability to control one’s
time schedule and work location, health, and environ-
ment, rather than only securing high income and retire-
ment benefits, which in themselves are disappearing fast
in the new post-boom economy. Such new workers in
the companies of the year 2015 will not so much be
“doing their own thing” as “controlling their own time
and space” in exurbia.

The X generation (or gen X, children of the baby
boomers) will provide business growth opportunities for
housing, office buildings, restaurants, all manner of per-
sonal and business services, home conveniences, enter-
tainment, and more. Small town exurbs will become
boom towns, and as many as 80 million North
Americans could shift outside metropolitan areas by the
year 2015.

Such boom towns will provide a slashed cost of
living, especially for food and real estate needs, but
ample opportunity to start up a carbon copy business,
which is a successful business idea transplanted from a
major city to the exurbs that share common consumer
demographics and lifestyles with the city. Starbucks, Red
Box Videos, Arco, Charles Schwab Investment, 24-Hour
Fitness, and Papa John’s Pizza are examples. The carbon

Summary

Because people are the single most important element in
the world economy, it is essential to learn about popula-
tion distribution, qualities, and dynamics. In this chapter,
we began by examining the uneven distribution of people
over the earth’s surface. The vast majority of the 6.7 billion
people alive today live in the developing world, particular-
ly in Asia, where more than half reside. We emphasized
that the distribution of people is a reflection of centuries,
or even millennia, of uneven economic development,
particularly following the Industrial Revolution and the for-
mation of global colonial empires in the eighteenth and
nineteenth centuries, which dramatically concentrated
populations in cities and along the coasts. We noted pop-
ulation density is not an adequate variable to account for
economic well-being: Some of the world’s poorest coun-
tries are sparsely inhabited, and some of the wealthiest,
such as the Netherlands, are very dense.
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copy business will be an important exurb model for
small firms, while improving the quality of life for indi-
viduals. Other exurbanites will connect to cities and
markets remotely through the Internet, while leveraging
information technologies to exploit the growth of small
towns.

Retirement exurbs on the East Coast include
coastal Maine; Cape Cod; the Green and White
Mountains of Vermont and New Hampshire; coastal
areas of New Jersey, Delaware, and Maryland; southern
coastal zones of South Carolina and Georgia; and
the Florida peninsula (see map available at
www.FrederickStutz.com). Inland from the East Coast
are retirement exurbs in southern Quebec, central
Pennsylvania, the Blue Ridge in central Virginia, the
Piedmont of western North Carolina, South Carolina,
and the Smoky Mountains of eastern Tennessee. Favorite
Midwestern exurbs include northern Michigan and
Wisconsin, Kentucky Lake, and the Ozarks of southern
Missouri. Western exurbs are booming due to many rural
amenities and available land for development at a low
cost. South Texas, Padre Island, eastern New Mexico,
the western Colorado Rockies, western Arizona, Las
Vegas, and the northern Rockies of western Montana
and northwestern Wyoming are growing into such re-
gions. The West Coast is lined with such exurban centers
as British Columbia, Victoria Island, the Puget Sound
and coastal Washington and Oregon, northern California
and the Sierra Nevada Mountains, the central California
coast, and San Diego County, including coastal Baja
California, in Mexico.

(Please see Chapter 10, pages 283-284 and Figure
10.9 through 10.11 for further discussion and illustrations
of this topic.)

We also examined the processes of population
change. The two major components of population change
are migration and natural increase. The principal force af-
fecting world population distribution used to be migration;
now it is natural increase, the difference between fertility
and mortality rates. This chapter explored the nature of
population structures, particularly the age-sex distribu-
tion portrayed by population pyramids. This device is
useful in contrasting the distribution of people by age
and sex among different countries or the same country
over time, particularly to reveal how changing eco-
nomic circumstances, by changing fertility and mortality
rates, create larger or smaller pools of young and elderly.
This line of thought is useful in forecasting the future
population status of regions or countries, including, for
example, the changing size and composition of labor
forces.
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Malthusian conceptions of population change held
that the growth in the number of people must inevitably
outstrip the resource base of the planet, or parts thereof.
While this position was useful in noting that unconstrained
population growth cannot go on unchecked indefinitely, it
also was undermined by its simplistic views of why people
have children and derailed by the growth in productivity
of the Industrial Revolution. Indeed, by focusing on
population growth as the source of the world’s complex
problems, Malthusianism tends to blame the victim (.e.,
the poor) and ignore other, more important political and
economic forces.

The demographic transition offers a superior model
of population growth in that it links fertility and mortality
rates, and thus natural growth, to the economic dynamics
of industrialization, urbanization, and expanding capital-
ism. This perspective offers a compelling explanation as to
why crude birth rates are high in poor countries and why
in the premodern context natural growth rates were low.
Further, it explains the declines in death and birth rates
associated with economic development, including the
essential question of why couples have fewer children as
their incomes rise. Thus, unlike Malthusianism, it embeds
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Study Questions

1. Summarize the spatial distribution of the world’s population.

. Define crude fertility and death rates.

3. What are the mathematics of the four major components of
population growth?

4. Why did Malthus have such a gloomy view of the future?

5. How do neo-Malthusians resemble and differ from
Malthusians?

6. What are the four stages of the demographic transition? Give
examples of each.

7. What explains the world map of total fertility rates?

8. Did doctors alone reduce death rates?

[ )

fertility in its historical and economic context, and its con-
clusions about the future of the world’s population growth
are markedly different. Although the population growth
rate is falling, the world’s population is projected to in-
crease for decades to come, due to the large momentum
coming from the vast and youthful population of the de-
veloping world.

In addition to fertility and mortality, migration is a
major force in shaping the geography of population.
Excluding involuntary migration such as slavery or im-
pelled migration (typically from wars), we noted that spa-
tial discrepancies in economic opportunities are the major
forces driving migration. The causes include both push
and pull factors, but typically center on unemployment
rates and average incomes. The great transcontinental mi-
gration streams of the nineteenth century have given way
to flows from the developing to the developed world.
Young people, particularly males, constitute the largest
group of migrants. Migration has important impacts on
local labor markets, affecting the supply of labor and thus
wage rates. Thus, economic and demographic forces are
fused unevenly over the geographic landscape.

natural growth rate population density 60

(NGR) 64 population pyramid 87
negative population push-and-pull factors 84
growth 82 total fertility rate 66

neo-Malthusianism 67
net migration rate
(NMR) 64

zero population growth
(ZPG) 82

9. What are the major causes of death in the United States?

10. Why are the poorest countries growing the most rapidly?

11. What is a population pyramid and how does it vary between
developed and developing countries?

12. Summarize the major causes of international migration.

13. What are some consequences of international migration?

14. Where will the bulk of the world’s population growth occur
in the twenty-first century? Why?

15. When were the two largest periods of immigration in the
United States?
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Resources and
Environment

CHAPTER

conomic growth and prosperity depend partly on the availability of natural resources and the quality of the

environment. There is growing concern that the consumption of inputs and goods in developed countries, and

increasingly in developing countries, is depleting the world’s stock of resources and irreparably degrading the
natural environment. What can be done to effectively manage resources and protect the environment?

Optimists believe that economic growth in a market economy can continue indefinitely; they see relatively few
limits in raw materials and great gains in technological productivity. In contrast, pessimists assert that there are inher-
ent limits to growth imposed by the finiteness of the earth—by the fact that air, water, minerals, space, and usable
energy sources can be exhausted or ecosystems overloaded. They believe these limits are near and, as evidence,
point to existing food, mineral, and energy shortages and to areas now beset by deforestation and erosion.

How can we create a habitable and sustainable world for generations to follow? One solution is to transform our
present growth-oriented lifestyle, which is based on a goal of ever-increasing production and consumption, to a
balance-oriented lifestyle designed for minimal environmental impact. A balance-oriented lifestyle would include
an equitable and modest use of resources, a production system compatible with the environment, and appropriate
technology. The aim of a balance-oriented world economy is maximum human well-being with a minimum of mate-
rial consumption. Growth occurs, but only growth that truly benefits all people, not just the elite few. However, what
societies, rich or poor, are willing to dismantle their existing systems of production to accept a lifestyle that seeks sat-
isfaction more in quality and equality than in quantity and inequality?

This chapter deals with the complex components of the population—resources issue. Have population and eco-
nomic growth rates been outstripping food, minerals, and energy? What is likely to happen to the rate of demand for
resources in the future? Could a stable population of 10 billion be sustained indefinitely at a reasonable standard of
living utilizing currently known technology? These are the critical questions with which this chapter is concerned.

RESOURCES AND POPULATION

Popular opinion in the industrial West generally appreciates the need to reduce population growth but overlooks the
need to limit economic growth that exploits resources. Most people in the economically developed world suffer from
a view that resources are limitless and do not appreciate that our rapid consumption of them ultimately threatens our
affluent way of life. The First World is, in short, liquidating the resources on which our way of life was built. The
growth of some developing countries is aggravating the situation. Their growing populations put increasing pressure
on resources and the environment, and many aspire to affluence through Western-style urban industrialization that
depends on the intensive use of resources. Poor countries generally do not have the means for running the high-
energy production and transportation systems manifest in the industrial West. The production of a middle-class bas-
ket of luxury goods (e.g., cars) requires six times as much in resources as a basket of essential or basic goods (e.g.,
food). The expansion of gross domestic product (GDP) through the production of middle-class baskets means that
only a minority of people in poor countries would enjoy the fruits of economic growth. Resource constraints prevent
the large-scale production of consumer goods for the growing populations of the developing countries.

However, numerous measures of material well-being (e.g., per capita incomes, calories consumed, life ex-
pectancy) show that people in most, but not all, countries are better off today than their parents were. But there
are problems with this optimistic assessment. These improvements are based on averages; they say nothing about
the distribution of material well-being. Another difficulty is that the world may be achieving improvements in ma-
terial well-being at the expense of future generations. This would be the case if economic growth were using up
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the world’s resource base or environmental carrying ca-
pacity faster than new discoveries and technology could
expand them.

Carrying Capacity and Overpopulation

The population-resources problem is much debated, par-
ticularly during periods of economic shortages and rising
prices. Neo-Malthusian pessimists believe that the world
will eventually enter a stationary state at carrying
capacity, which is the maximum population that can be
supported by available resources (Chapter 3). They point
to recurring food crises and famines in Africa as a result of
overpopulation. However, carrying capacity, an idea bor-
rowed from ecology, is simplistic in that it ignores the his-
torical, political, and technological context in which the pro-
duction and consumption of goods occurs. Human beings
are not mindless products of an unchanging nature and are
capable of modifying their environment and altering the
constraints and opportunities it presents. On the other hand,
optimists believe in the saving grace of modern technology.
Technological advances in the past 200 years have raised
the world’s carrying capacity, and future technical innova-
tions as well as the substitution of new raw materials for old
hold the promise of raising carrying capacity still further.

The answer to the population—resources problem also
depends on the standard of living deemed acceptable. To
give people a minimal quality of life instead of one resem-
bling the American middle class would require vast quanti-
ties of additional resources. The establishment of an econ-
omy that provides for the basics of life—sufficient food,
housing, education, transportation, and health care—
depends on our capacity to develop alternatives to the
high-energy, material-intensive production technologies
characteristic of the industrial West. Already, there are out-
lines of a theory of resource use suited to the needs of a
basic goods economy. Some of the main ideas are: (1) the
adoption of organic agriculture; (2) the use of renewable
sources of energy; (3) the use of appropriate technology,
labor-intensive methods of production, and local raw mate-
rials; and (4) the decentralization of production in order to
minimize the transport of materials and their associated car-
bon footprints. These productive forces would minimize
the disruption of ecosystems and engage the unemployed
in useful, productive work. Typically, economies that pro-
duce essential goods for human consumption face neither
excessive unemployment nor overpopulation. Moreover,
secure supplies of basic goods provide a strong motivation
for reducing population size, as families no longer require
many children to ensure economic prosperity.

TYPES OF RESOURCES AND THEIR LIMITS

All economic development comes about through the use of
human resources (e.g., labor power, skills, and intelligence).
In order to produce the goods and services people demand
in today’s global economy, we need to obtain natural re-
sources. What are natural resources and what are their limits?

Resources and Reserves

Natural resources have meaning only in terms of historical-
ly specific technical and cultural appraisals of nature and
are defined in relation to a particular level of development.
Resources, designated by the larger box in Figure 4.1,
include all substances of the biological and physical envi-
ronment that may someday be used under specified tech-
nological and socioeconomic conditions. Because these
conditions are always subject to change, we can expect
our determination of what is useful to also change. For ex-
ample, petroleum was not considered a resource until the
mid-nineteenth century, when the Industrial Revolution
led to rising demand for fuels. Uranium, once a waste
product of radium mining of the 1930s, is now a valuable
ore. Taconite ores became worthwhile in Minnesota only
after production from high-grade, nonmagnetic iron ores
declined in the 1960s.

At the other end are reserves, designated by the box in
the lower left corner of Figure 4.1. Reserves are quantities
of resources that are known and available for economic
exploitation with current technologies at current prices.
When current reserves begin to be depleted, the search for
additional reserves is intensified. Estimates of reserves are
also affected by changes in prices and technology.
Projected reserves represent estimates of the quantities
likely to be added to reserves because of discoveries and
changes in prices and technologies projected to occur
within a specified period, for example, 50 years.

Renewable and Nonrenewable Resources

There is a major distinction between nonrenewable and
renewable resources. Nonrenewable resources consist
of finite masses of material, such as fossil fuels and met-
als, which cannot be used without depletion. They are,

Resources

Projected Reserves

Cost of Mining —— »

Reserves

Uncertainty of Existence ———>

FIGURE 4.1 Classification of resources. Resources include all
materials of the environment that may someday be used under
future technological and socioeconomic conditions. Reserves are
resources that are known and available with current technologies
and at current prices. Projected reserves are reserves based on
expected future price trends and technologies available.



for all practical purposes, fixed in amount, or in some
cases, such as soils, they form slowly over time.
Consequently, their rate of use is important. Large popula-
tions with high per capita consumption of goods deplete
these resources fastest. Many nonrenewable resources are
completely altered or destroyed by use; petroleum is an
example. Other resources, such as iron, are available for
recycling. Recycling expands the limits to the sustainable
use of a nonrenewable resource. At present, these limits
are low in relation to current mineral extraction.

Renewable resources are those resources capable of
yielding output indefinitely without impairing their pro-
ductivity. They include flow resources such as water and
sunlight and stock resources such as soil, vegetation,
fish, and animals. Renewal is not automatic, however; re-
sources can be depleted and permanently reduced by mis-
use. Productive fishing grounds can be destroyed by over-
fishing. Fertile topsoil, destroyed by erosion, can be
difficult to restore and impossible to replace. The future of
agricultural land is guaranteed only when production does
not exceed its maximum sustainable yield. The term
maximum sustainable yield means maximum produc-
tion consistent with maintaining future productivity of a re-
newable resource.

In our global environment, the misuse of a resource in
one place affects the well-being of people in other places.
The misuse of resources is often described in terms of the
tragedy of the commons, a term coined by biologist
Garrett Hardin in 1968. This metaphor refers to the way
public resources are ruined by the isolated actions of indi-
viduals, which occurs when the costs of actions are not
captured in market prices. Originally it referred to the ten-
dency of shepherds to use common grazing land; as each
one sought as much of the commons as possible, it be-
came overgrazed (Figure 4.2). Similarly, people who fish
are likely to try to catch as many fish as they can, reason-
ing that if they don’t, others will. Thus, the tragedy of the
commons exemplifies a market failure, a problem generat-
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ed by individual actors who behave “rationally” but collec-
tively create an irrational and self-destructive outcome.
Similarly, dumping waste and pollutants in public waters
and land or into the air is the cheapest way to dispose of
worthless products. Firms are generally unwilling to dis-
pose of these materials by more expensive means unless
mandated by law.

Sometimes resources are unavailable, not because
they are depleted but because of politics. Resources are
under the control of sovereign nation-states. Many wars in
the twentieth century have been resource wars. For exam-
ple, Japan invaded Korea and Taiwan in the 1890s largely
in order to obtain arable land and coal. The Iraqi invasion
of Kuwait in 1990 and the U.S. invasion of Iraq in 2003
were largely motivated by concerns over the region’s oil
supplies. In the Middle East, fierce national rivalries make
water a potential source of conflict: While some parts are
blessed with adequate water supplies, most of the region
is insufficiently supplied. Some observers predict that po-
litical tension over the use of international rivers, lakes,
and aquifers in the Middle East may escalate to war in the
next few years.

Food Resources

Thanks to scientific advances in farming, world food pro-
duction has been increasing faster than population (Figure
4.3). While there is sufficient food to feed everyone in the
world, there are huge geographical variations in people’s
access to a sufficient number and quality of calories
(Figure 4.4). The populations of the industrialized world
are generally well fed; indeed, in the United States, the
major dietary problem is an overabundance of calories and
an epidemic of obesity. In the developing world, in con-
trast, hundreds of millions of people worldwide still go
hungry daily. With demand for food expected to grow at
4% per year over the next 20 to 30 years, the task of
meeting that need will be more difficult than ever before.

FIGURE 4.2 The Kenyan rangelands on
which these herders’ cattle graze are

in jeopardy. With growing grazing
pressures, more than 60% of the world’s
rangelands and at least 80% of African,
Asian, and Middle Eastern rangelands are
now moderately to severely desertified.
About 65 million hectares of once
productive land in African have become
desert during the past 50 years.
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World Grain Production and Consumption 1960-2008
in Millions of Metric Tons (MMT)
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FIGURE 4.3 World grain production, 1960-2007. While total
output has risen steadily, the amount of grain per person has
remained relatively constant.

A record explosion in the world’s population coupled with
the problem of poverty threatens the natural resources on
which agriculture depends, such as topsoil. To make mat-
ters worse, environmental degradation perpetuates poverty,
as degraded ecosystems diminish agricultural returns to
poor people.

The gulf between the well fed and the hungry is vast.
Average daily calorie consumption is 3300 in developed
countries and 2650 in developing countries. But these are
average figures. There are people in the developed world
who go hungry and some people in Africa with plenty to
eat. Averages mask the extremes of undernutrition—a
lack of calories—and overconsumption. Even with a high
calorie satisfaction, people may suffer from chronic
malnutrition—a lack of enough protein, vitamins, and
essential nutrients. The most important measure in assess-
ing nutritional standards is the daily per capita availability
of calories, protein, fat, calcium, and other nutrients. In the
world today, the sharpest nutritional differences are not
from country to country or from one region to another
within countries. They are between rich and poor people.
The poor of the earth are the hungry, and those with the
least political power often suffer in terms of an insufficient
food supply.

Hunger among the poor of the world is often attrib-
uted to deforestation, soil erosion, water-table depletion,
the frequency and severity of droughts, and the impact of
storms such as hurricanes. Although the environment does
have a bearing on the food problem, it has limited signifi-
cance compared to the role of social conditions such as
war and a world economy whose rules are tilted against
the impoverished. Subsidized agricultural exports from the
United States, for example, have bankrupted millions of
farmers in the developing world, reducing those countries’
ability to feed themselves.
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Population Growth

Population growth is one of many causes of the food
problem, and Malthusian views often influence the pub-
lic’s opinion of this issue. However, presently, at the glob-
al level, there is no food shortage. In fact, world food
production grew steadily from 1961 to 2008. Even over the
next several decades, production increases, assuming con-
tinuing high investments in agricultural research, are likely
to be sufficient to meet effective demand and rising world
population. However, some are more pessimistic about fu-
ture world food production. They argue that food produc-
tion will be constrained by the limits to the biological pro-
ductivities of fisheries and rangelands, the fragility of
tropical and subtropical environments, massive overfishing
of the world’s oceans, the increasing scarcity of fresh
water, the declining effectiveness of additional fertilizer
applications, and social disintegration in many developing
countries.

The success of global agriculture has not been shared
equally. In Africa, per capita food production has not been
able to keep up with population growth. By contrast, Asia,
and to a lesser extent Latin America, have experienced
tremendous successes in per capita terms. The reasons for
this are complex and have to do with the relative equality
in patterns of land ownership, government policies toward
farmers (e.g., price ceilings on agricultural crops), the re-
spective ability of countries to build infrastructures and ex-
tend credit to small farmers, and the role of different states
in the world economy.

The food and hunger problem is most severe in sub-
Saharan Africa, a region that has long suffered from centuries
of colonial misrule, corrupt and uncaring governments,
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artificial political boundaries that fuel tribal conflicts and se-
cessionist wars, rapid population growth, and lack of foreign
investment. Fifteen countries are experiencing exceptional
food emergencies. Of the 28 countries with food-security
problems, 23 are in sub-Saharan Africa (Figure 4.5). Indeed,
famine, the most extreme expression of poverty, is now
mainly restricted to Africa. The fact that famine has been de-
clining for decades in Latin America and Asia suggests that
famine can be eliminated. But how? Certainly, bringing an
end to Africa’s multiple civil wars would go a long way to-
ward eradicating famine. Africa has witnessed countless bru-
tal conflicts that have killed tens of millions of people, most
recently in the Congo. Such conflicts divert resources from
civilian use, interrupt the production of crops, terrorize pop-
ulations, destroy the infrastructure, destabilize markets, and
complicate the stability of the governments, creating famine
and prohibiting the flow of development aid. But peace is
not in itself a sufficient condition for removing acute hunger.
Appropriate policies and investments are needed to stimu-
late rural economic growth that underpins food security and
to provide safety-net protection for the absolute poor. Rural
infrastructure development, credit to farmers, and land redis-
tribution are also necessary steps in this regard (Figure 4.6).
Price controls on food crops create disincentives to produce,
and heavily subsidized food imports from the developed
world, especially the United States, bankrupt farmers. Often
elites in the developing world care more about their foreign
bank accounts than the well-being of their own populations.

The pace of urbanization in the developing countries
has also contributed to the food problem. In recent
decades, hundreds of millions of people who previously
lived in rural areas and produced some food have relocated
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challenged by food shortages. Fifteen countries in the region are facing critical food emergencies. Of the 28 countries with

household food security problems, 23 are in sub-Saharan Africa.
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FIGURE 4.6 Third World farmers, such as these in Indonesia,
depend on high rice yields. Rice is the staple food for more than
one-half the world’s population. While rice and other grains supply
energy and some protein, people must supplement grains with
fruits, nuts, vegetables, dairy products, fish, and meat in order to
remain healthy.

to urban areas, where they must buy food. As a result of
urbanization, there is a higher demand for food in the face
of lower supply.

Poverty

The inequitable allocation of food is directly related to
poverty, the single greatest cause of the hunger problem.
Hungry people are inevitably poor people who lack the
purchasing power to feed themselves. Under capitalism,
food goes to customers who can afford it, not to where it
is needed most. During famines, the prices of foods rise
dramatically, with disastrous results for the poor. From the
perspective of the world market, where food is produced
is immaterial as long as costs are minimized and a prof-
itable sale can be made. Thus, in the midst of hunger, food
may be exported for profit. Since the populations of the
developed world can afford to pay much more for food
than their counterparts in less developed countries, it is
not surprising that the market fails to include the poor.
Solving the world food problem is ultimately a matter of

alleviating poverty in developing nations. This is no easy
task, and while parts of the developing world have made
great economic strides over the past 40 years (e.g., East
Asia), much of Africa and parts of India and Latin America
remain mired in poverty and hunger. Alleviating poverty,
and thus hunger, is the subject of Chapter 14, in which a
host of economic development problems and strategies is
discussed.

Maldistribution

The problem of world food distribution has three compo-
nents. First, there is the problem of transporting food from
one place to another. Although transport systems in devel-
oping countries lack the speed and efficiency of those in
developed countries, they are not serious impediments
under normal circumstances. The problem arises either
when massive quantities of food aid must be moved
quickly or when the distribution of food is disrupted by
political corruption and military conflict.

Second, serious disruptions in food supply in develop-
ing countries are traceable to problems of marketing and
storage. Food is sometimes hoarded by merchants until
prices rise and then sold for a larger profit. Also, much
food in the tropics is lost due to poor storage facilities.
Pests such as rats consume considerable quantities, and in-
vestments in concrete storage containers can help to mini-
mize this loss.

A third aspect of the distribution problem is in the
inequitable allocation of food. Only North America,
Australia, and Western Europe have large grain surpluses.
But food grain is not always given when it is most needed.
Food aid shipments and grain prices are inversely related.
Thus, U.S. food aid was low around 1973, a time of major
famine in the Sahel region of Africa, because cereal prices
were at a peak.

Closely associated with poverty as a cause of hunger
in developing countries is the structure of agriculture, in-
cluding land ownership. Land is frequently concentrated in
the hands of a small elite. In Bangladesh, less than 10% of
households own more than 50% of the country’s cultivable
land; 60% of Bangladesh’s rural families own less than 2%.
A similar situation applies in Latin America (Chapter 14).
Many rural residents own no land at all. They are landless
laborers who depend on extremely low wages for their
livelihoods. But without land, there is often no food.

Civil Unrest and War

Political conflict is an important cause of hunger and
poverty. Occasionally, governments withhold food to pun-
ish rebellious populations. Devastating examples of de-
priving food to secessionist areas include the government
in Nigeria starving the Biafrans in the 1970s and the gov-
ernment in Ethiopia starving the Eritreans into submission,
with 6 million people dying in the process. In Sudan, the
Arab government’s genocide against the African population
in Darfur has led to the starvation of millions. In Zimbabwe,
the government of Robert Mugabe has systematically denied



food to his political opponents in order to quash domestic
opposition. Civil wars, which are frequent in developing
countries whose political geographies were shaped by
colonialism and which have unstable governments, devas-
tate agricultural production. Without a stable political envi-
ronment, the social mechanisms necessary to produce and
distribute food to the hungry cannot operate.

Environmental Decline

As population pressure increases on a given land area, the
need for food pushes agricultural use to the limits, and
marginal lands, which are subject now to desertification
(Figure 4.7) and deforestation, are brought into produc-
tion. Removal of trees allows a desert to advance, because
the windbreak is now absent. The cutting of trees also
lowers the capacity of the land to absorb moisture, which
diminishes agricultural productivity and increases the
chances of drought. Desertification and deforestation are
symptoms as well as causes of the food problem in devel-
oping countries (Figure 4.8). Natural resources are mined
by the poor to meet the food needs of today; the lower
productivity resulting from such practices is a concern to
be put off until tomorrow.

Government Policy and Debt

In many developing countries, government policies have
emphasized investment in their militaries and cities at the
expense of increasing agricultural production. In addition,
some governments in Africa have provided food at artifi-
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cially low prices in order to make food affordable in cities.
While this practice keeps labor affordable for multinational
corporations and placates the middle class, it robs farmers
of the incentive to farm. Farmers cannot make a living
from artificially low commodity prices.

The average debt of many developing countries runs
into the billions. In 2008, aggregate debt of African coun-
tries stood at $260 billion. Simply put, African countries
have no surplus capital to invest in their infrastructure or
food production systems. Instead, they have to enforce
austerity, reducing levels of government services in sup-
port of economic growth, particularly agricultural growth.
Debt repayments subsume a large share of foreign rev-
enues, decreasing funds available for investment.

In recent decades, agriculture in developing countries
has expanded. This expansion is in the export sector, not
in the domestic food-producing sector, and it is often the
result of deliberate policy. Governments and private elites
have opted for modernization through the promotion of
export-oriented agriculture. The result is the growth of an
agricultural economy based on profitable export products
and the neglect of those aspects of farming that have to do
with small farmers producing food for local populations.

Imports from the developed world, particularly the
United States, also exacerbate food problems. For exam-
ple, after the passage of the North American Free Trade
Agreement (NAFTA) in 1994, massive U.S. exports of
government-subsidized corn caused the price of corn in
Mexico to fall by 70%, bankrupting 2 million Mexican
farmers. All over the world, farmers protest subsidized U.S.
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FIGURE 4.7 World desertification. The main problem is overuse by farmers and herders. Approximately 10% of the earth’s
surface has lost its topsoil due to overuse of lands by humans, creating desertification. An additional 25% of the earth’s
surface is now threatened. Topsoil is being lost at a rate of approximately 30 billion metric tons per year. Approximately
20 million acres of agricultural land are lost every year to desertification by agricultural overuse. When plants are uprooted
by overplowing or by animals, the plants that stabilized shifting soil are removed. When the rains come, water erosion can

wash away the remaining topsoil.
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FIGURE 4.8 Water for Chad. Water is an important ingredient
to sustain human life. Fifty percent of the world’s people do not
have adequate, clean water. Villagers in Chad are delighted as
the water pours out of a new water system they have worked
together to construct. The system is part of an antidesertification
project funded by the United Nations Development Program and
the U.S. government. Acute water shortage in many parts of the
world requires solutions that will be costly, technically difficult,
and politically sensitive. Water scarcity contributes to the
impoverishment of many countries in east and west Africa,
threatening their ability to increase food production fast
enough to keep pace with modern population growth.

grain exports (produced by a country that celebrates the
“free market”) for undermining local food-producing sys-
tems. The issue has also become a major obstacle in world
trade negotiations.

INCREASING FOOD PRODUCTION

Yield increases will be the major source of future food
production growth. These can be achieved through the
expansion of arable land and increased crop intensity. The
result of these methods of increasing food supply would
be to put additional pressures on land and water resources
and contribute significantly to human-made sources of
greenhouse gases.

Expanding Cultivated Areas

The world’s potentially farmable land is estimated to be
about twice the present cultivated area. Vast reserves are
theoretically available in Africa, South America, and

Australia, and smaller reserves in North America, Russia,
and Central Asia. However, many experts believe that the
potential for expanding cropland is disappearing in most
regions because of environmental degradation and the
high cost of developing infrastructure in remote areas.
About half of the world’s potentially arable land lies with-
in the tropics, especially in sub-Saharan Africa and Latin
America. Much of this land is under forest in protected
areas, and most of it suffers from soil and terrain con-
straints as well as excessive dryness. In Asia, two-thirds of
the potentially arable land is already under cultivation; the
main exceptions are Indonesia and Myanmar. South Asia’s
agricultural land is almost totally developed.

The expansion of tropical agriculture into forest and
desert environments contributes to deforestation and de-
sertification. Since World War II, half of the world’s rain
forests in Africa, Asia, and Latin America have disap-
peared. Conversion of this land to agriculture has entailed
high costs, including the loss of livelihoods for the people
displaced, the loss of biodiversity, increased carbon diox-
ide emissions, and decreased carbon storage capacity.
Desertification—the growth of deserts due to humanly
caused factors, typically on the periphery of natural
deserts—threatens about one-third of the world’s land sur-
face and the livelihood of nearly a billion people. Many of
the world’s major rangelands are at risk. The main factor
responsible for desertification is overgrazing, but defor-
estation (particularly the cutting of fuel wood), overculti-
vation of marginal soils, and salinization caused by poorly
managed irrigation systems are also important influences.
Deforestation and desertification are destroying the land
resources on which the development of the developing
countries depends.

Raising the Productivity of Existing Cropland

The quickest way to increase food supply is to raise the
productivity of land under cultivation. Remarkable in-
creases in agricultural yields have been achieved in devel-
oped countries through the widespread adoption of new
technologies. Corn yields in the United States are a good
example. Yields expanded rapidly with the introduction
of hybrid varieties, herbicides, and fertilizers. Much of the
increase in yields came through successive improvements
in hybrids.

The approach for increasing yields in developed coun-
tries has been adopted in developing countries. One ap-
proach is known as the Green Revolution, started by
Nobel-laureate American agronomist Norman Borlaug in
the 1960s, in which new high-yielding varieties of wheat,
rice, and corn are developed through plant genetics,
including crops that grow more quickly, perhaps yield-
ing several harvests per year, are more pest and drought re-
sistant, and have higher protein content. The Green
Revolution has had enormous impacts in Asia and Mexico,
increasing the food supply, but it is not a panacea. It de-
pends on machinery, for which the poor lack sufficient
capital to buy. It depends on new seeds, which poor farm-
ers cannot afford. It depends on chemical fertilizers, pesti-



cides, and herbicides, which have contaminated under-
ground water supplies as well as streams and lakes. It de-
pends on large-scale, one-crop farming, which is ecologi-
cally unstable because of its susceptibility to pestilence. Tt
depends on controlled water supplies, which have in-
creased the incidence of malaria, cholera, schistosomiasis,
and other diseases. It is confined largely to a group of 18
heavily populated countries, extending across the tropics
and subtropics from South Korea to Mexico (Figure 4.9). Tt
is also benefiting countries that include half of the world’s
population. This approach involves the widespread appli-
cation of artificial fertilizers, an increasingly common prac-
tice throughout the developing world (Figure 4.10).
Politically, the Green Revolution promises more than
it can deliver. Its sociopolitical application has been largely
unsatisfactory. Even in areas where the Green Revolution
has been technologically successful, it has not always ben-
efited large numbers of hungry people without the means
to buy the newly produced food. It has benefited mainly
Western-educated farmers, who were already wealthy
enough to adopt a complex integrated package of techni-
cal inputs and management practices. Farmers make big-
ger profits from the Green Revolution when they purchase
additional land and mechanize their operations. Some ef-
fects of labor-displacing machinery and the purchase of
additional land by rich farmers include agricultural unem-
ployment, increased landlessness, rural-to-urban migra-
tion, and increased malnutrition for the unemployed who
are unable to purchase the food produced by the Green
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The Green Revolution generated substantial increases
in agricultural output worldwide. However, world hunger
remains a serious problem, indicating that the problem is
not so much one of food production, but of food demand in
the economic sense (i.e., purchasing power). Unfortunately,
the Green Revolution does nothing to increase the ability
of the poor to buy food. Hunger is a complex and in-
tractable problem in large part because it is so closely tied
to questions of poverty and economic development, not
simply increasing agricultural productivity.

The Green Revolution has helped to create a world of
more and larger commercial farms alongside fewer and
smaller peasant plots. However, given a different structure
of land holdings and the use of appropriately intermediate
technology, the Green Revolution could help developing
countries on the road toward agricultural self-sufficiency
and the elimination of hunger. Intermediate technology is
a term that means low-cost, small-scale technologies inter-
mediate between primitive stick-farming methods and
complex agroindustrial technical packages.

Creating New Food Sources

Expanding cultivated areas and raising the productivity of ex-
isting cropland are two methods of increasing food supply. A
third method is the identification of new food sources. There
are three main ways to create new food sources: (1) cultivat-
ing the oceans, or mariculture; (2) developing high-protein
cereal crops; and (3) increasing the acceptability and palata-
bility of inefficiently used present foods.
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FIGURE 4.9 The chief countries of the Green Revolution. The Green Revolution was the result of plant scientists genetically
developing high-yielding varieties of staple food crops such as rice in East Asia, wheat in the Middle East, and corn in Middle America.
By crossing “super strains” that produced high yields with more genetically diverse plants, both high yield and pest resistance were

introduced.
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FIGURE 4.10 Artificial fertilizer usage. The application of artificial fertilizers, as opposed to natural ones obtained from
people and animals, may enhance agricultural productivity but also makes economies more dependent on petroleum.

Cultivating the Oceans

Fishing and the cultivation of fish and shellfish
(aquaculture) from the oceans is not a new idea. At first
glance, the world seems well supplied with fisheries
because oceans cover three-fourths of the earth.
However, fish provide a very small proportion—about
1%—of the world’s food supply.

World fish consumption has increased more rapidly
than the population, and even exceeded beef as a source
of animal protein in some countries. Today, the oceans are

in dire threat of being heavily overfished, with catastroph-
ic implications for marine ecosystems as well as the future
world food supply. Over the past 30 years, the total ton-
nage of fish caught by commercial fishing fleets has lev-
eled off and declined as a result of overfishing (Figure
4.11). Overfishing has been particularly acute in the North
Atlantic and Pacific oceans. Countries such as Iceland and
Peru, whose economies rely heavily on fishing, are sensi-
tive to the overfishing problem. Peru’s catch of its princi-
pal fish, the anchovy, has declined by over 75% because of
overfishing. The Peruvian experience demonstrates that

FIGURE 4.11 Global fish catch, 1950-2008. Rising

demand and increasingly efficient industrial fishing 140
methods have not only yielded dramatically higher
catches, but have increasingly depleted the world’s 120

oceans of many species. Pelagic fish comprise the world's
largest fishery and are found in the vast oceans of the

earth at all levels. See Richard Ellis, The Empty Ocean. 100
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the ocean is not a limitless fish resource, as did the quest for
whales a century earlier. Indeed, if current fish consumption
levels continue, the ocean’s ecosystems are likely to expe-
rience severe stress, or collapse, with dire consequences
not only for the world environment but for the human
food supply as well.

An alternative to commercial fishing fleets, which em-
ploy sophisticated techniques but catch only what nature
has provided, is fish farming. Mariculture is now expand-
ing rapidly and accounts for 11% of the world’s fish caught
yearly. The cultivation of food fish such as catfish, trout,
and salmon is big business in the United States, Norway,
Japan, and other fishing countries.

High-Protein Cereals

Another source of future food production rests in higher-
protein cereal crops. Agricultural scientists seek to develop
high-yield, high-protein cereal crops in the hope that de-
velopment of hybrid seeds will be able to help the protein
deficiency of people in developing countries who do not
have available meats from which to gain their protein
needs, as do people in developed countries.

Fortification of present rice, wheat, barley, and other
cereals with minerals, vitamins, and protein-carrying
amino acids is an approach that also deserves attention.
This approach is based on the fortified food production in
developed countries and stands a greater chance of cultural
acceptance because individual food habits do not neces-
sarily need to be altered. But developing countries rely on
unprocessed, unfortified foods for 95% of their food in-
take. Large-scale fortification and processing would re-
quire major technological innovation and scale economies
to produce enough food to have an impact on impover-
ished societies.

More Efficient Use of Foods

In many developing countries, foods that satisfy consumer
preferences as well as religious taboos and cultural values
are becoming limited. The selection of foods based on so-
cial customs should be supplemented with information
concerning more efficient use of foods presently available.
An effort should be made to increase the palatability of
existing foods that are plentiful.

Fish meal is a good example. Presently, one-third of
the world’s fish intake is turned into fodder for animals
and fertilizer. Fish meal is rich in omega-3 fatty acids and
amino acids necessary for biological development.
However, in many places, the fish meal is not used be-
cause of its taste and texture.

Another underused food resource is the soybean, a
legume rich in both protein and amino acids. Most of the
world’s soybeans wind up being processed into animal
feed or fertilizer and into nondigestible industrial materi-
als. World demand for tofu and other recognizable soy-
bean derivatives is not large. By contrast, hamburgers, hot
dogs, soft drinks, and cooking oils made partially from
soybeans are more acceptable.
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A Solution to the World Food Supply Situation

As we have emphasized, there is a widely shared belief
that people are hungry because of insufficient food pro-
duction. But the fact is that food production is increasing
faster than population, and still there are more hungry
people than ever before. Why should this be so? Tt could
be that the production focus is correct, but soaring num-
bers of people simply overrun these production gains. Or
it could be that the diagnosis is incorrect—scarcity is not
the cause of hunger, and production increase, no matter
how great, can never solve the problem.

The simple facts of world grain production make it
clear that the overpopulation/scarcity diagnosis is incor-
rect. Present world grain production can more than ade-
quately feed every person on earth. Ironically, the focus
on increased production has compounded the problem of
hunger by transforming agricultural progress into a narrow
technical pursuit instead of the sweeping social task of re-
leasing vast, untapped human resources. We need to look
to the policies of governments in developing countries to
understand why people are hungry even when there is
enough food to feed everyone. These policies influence
the access to knowledge and the availability of credit to
small farmers, the profitability of growing enough to sell a
surplus, and the efficiency of marketing and distributing
food on a broad scale.

The fact is that small, carefully farmed plots are
more productive per unit area than large estates because
the families that tend to them have more at stake and
invest as much labor as necessary to feed themselves
when they can. Yet, despite considerable evidence from
around the world, government production programs in
many developing countries ignore small farmers. They
rationalize that working with bigger production units is a
faster road to increased productivity. In the closing years
of the twentieth century, many agricultural researchers,
having gained respect for traditional farming systems,
agree with this conclusion.

NONRENEWABLE MINERAL RESOURCES

Although we can increase world food output, we cannot
increase the global supply of minerals. A mineral deposit,
once used, is gone forever. A mineral refers to a natural-
ly occurring inorganic substance in the earth’s crust.
Thus, silicon is a mineral, whereas petroleum is not,
since the latter is organic in nature. Although minerals
abound in nature, many of them are insufficiently con-
centrated to be economically recoverable. Moreover, the
richest deposits are unevenly distributed and are being
depleted.

Except for iron, nonmetallic elements are consumed at
much greater rates than metallic ones. Industrial societies
do not worry about the supply of most nonmetallic miner-
als, which are plentiful and often widespread, including
nitrogen, phosphorus, potash, or sulfur for chemical fertil-
izer, or sand, gravel, or clay for building purposes. Those
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commodities the industrial and industrializing countries do
worry about are the metals.

Location and Projected Reserves
of Key Minerals

Only five countries—Australia, Canada, South Africa, the
United States, and Russia—are significant producers of at
least six strategic minerals vital to defense and modern
technology (Figure 4.12). Of the major mineral-producing
countries, only a few—notably the United States and
Russia—are also major processors and consumers. The
other major processing and consuming centers—Japan
and western European countries—are deficient in strategic
minerals.

How large is the world supply of strategic minerals?
Most key minerals will be exhausted within 100 years and
some will be depleted within a few years at current rates
of consumption, assuming no new reserves. The United
States is running short of domestic sources of strategic
minerals. Its dependence on imports has grown steadily
since 1950; prior to that year, the country was dependent
on imports for only four designated strategic minerals.
When measured in terms of percentage imported, U.S. de-
pendency increased from 50% in 1960 to over 82% in 2008.
Minerals projected to be future needs by the United States
are unevenly distributed around the world. Many of them,
such as manganese, nickel, bauxite, copper, and tin (see
Figure 4.12), are concentrated in Russia and Canada and in
developing countries. Whether these critical substances
will be available for U.S. consumption may depend less on
economic scarcity and more on international tensions and
foreign policy objectives.

Solutions to the Mineral Supply Problem

Affluent countries are unlikely to be easily defeated by
mineral supply problems. Human beings, the ultimate re-
source, have developed solutions to the problem in the
past. Will they in the future? Although past experience is
never a reliable guide to the future, there is no need to be
unduly pessimistic about the exhaustion of minerals as
long as we develop alternatives.

If abundant supplies of cheap electricity ever became
available, it might become possible to extract and process
minerals from unorthodox sources such as the ocean. The
oceans, which cover 71% of the earth, contain large quan-
tities of dissolved minerals. Salt, magnesium, sulfur, calci-
um, and potassium are the most abundant of these miner-
als and amount to over 99% of the dissolved minerals.
More valuable marine minerals also include copper, zinc,
tin, and silver. Some minerals such as bromine and magne-
sium are being obtained electrolytically from the oceans at
the present time. Finally, improved efficiency of produc-
tion has reduced the demand for various minerals per unit
of output (Figure 4.13).

Much more feasible than mining the oceans is devot-
ing increased attention to improving mining technology,
especially to reducing waste in the extraction and process-
ing of minerals. Equally feasible is to utilize technologies
that allow minerals to be used more efficiently in manufac-
turing. Also, if social attitudes were to change, encourag-
ing lower per capita levels of resource use, more durable
products could be manufactured, saving not only large
amounts of energy but large quantities of minerals too.

Reusing minerals is still another option for our min-
eral problems. Every year in the United States and other
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FIGURE 4.13 The
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affluent countries, huge quantities of household and in-
dustrial waste are disposed of at sanitary landfills and
open dumps. These materials are sometimes called
“urban ores” because they can be recovered and used
again. For years, developed countries have been recy-
cling scarce and valuable metals such as iron, lead, cop-
per, silver, gold, and platinum, but large amounts of
scrap metals are still being wasted. Although we could
recover a much greater proportion of scrap, this is un-
likely when prices are low or when virgin materials are
cheaper than recycled ones.

Environmental Impacts of Mineral Extraction

Mineral extraction has a varied impact on the environ-
ment, depending on mining procedures, local hydrological
conditions, and the size of the operation. Environmental
impact also depends on the stage of development of the
mineral—exploration activities usually have less of an im-
pact than mining and processing mineral resources.

Minimizing the environmental impacts of mineral ex-
traction is in everyone’s best interest, but the task is diffi-
cult because demand for minerals continues to grow and
ever-poorer grades of ore are mined. For example, in 1900
the average grade of copper ore mined was 4% copper; by
2000, ores containing as little as 0.4% copper were mined.
Each year more and more rock has to be excavated,
crushed, and processed to extract copper. The immense
copper mining pits in Montana, Utah, and Arizona are no
longer in use because foreign sources, mostly in the devel-
oping countries, are less expensive. As long as the de-
mand for minerals increases, ever-lower quality minerals
will have to be used and, even with good engineering,
environmental degradation will extend far beyond excava-
tion and surface plant areas.

ENERGY

The development of energy sources is crucial for econom-
ic development. Today, commercial energy is the lifeblood
of modern economies. Indeed, it is the single biggest item
in international trade. Oil alone accounts for about one-
quarter of the volume (but not value) of world trade. The
U.S. economy consumes vast amounts of energy, over-
whelmingly consisting of fossil fuels (Figure 4.14). With
roughly 5% of the world’s people, the United States con-
sumes 25% of its fossil fuels. These form the inputs that,
along with labor and capital, run the economic machine
that feeds, houses, and moves the population. As Figure
4.15 indicates, the primary uses of petroleum are trans-
portation and industrial purposes, whereas the major uses
of coal are for electrical power generation.

Until the energy shocks of the 1970s, commercial energy
demands were widely thought to be unproblematic, that is,
always there to generate rising affluence. Suddenly, higher
prices brought energy demands in the industrial countries to
a virtual standstill, generating inflation, unemployment, and
accelerating deindustrialization (Figure 4.16). Thousands of
factories were shut down, and more than 3 million workers
were laid off. They learned firsthand that when energy fails,
everything fails in an urban-industrial economy. During the
1980s and 1990s, oil prices decreased from $30 per barrel in
1981 to $14 per barrel in 1999. OPEC (Organization of the
Petroleum Exporting Countries), once considered an in-
vincible cartel, saw its share of world oil output drop steadily
as non-OPEC countries expanded production. Oil-consuming
countries, including developing countries strapped by
heavy energy debts, were relieved to see prices falling. Oil-
exporting developing countries, such as Mexico, Venezuela,
and Nigeria, which came to depend on oil revenues for an
important source of income, were hurt the worst. By 2008,
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FIGURE 4.14 U.S. energy consumption, 1850-2008. The U.S. economy contains 5% of the world’s people but uses one-third of its
energy. The three principal sources of fossil fuels are coal, natural gas, and petroleum. After World War Il, petroleum and natural gas
surpassed coal as the chief source of energy in the United States. Hydro and nuclear have also increased recently.

ENERGY SOURCES AND END USES
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FIGURE 4.15 U.S. energy sources and end uses. Different energy inputs are applied to different uses. While coal is still widely
used for electrical generation, petroleum is the most common energy source for transportation and industrial production.
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FIGURE 4.16 Oil production, consump-
tion, and imports in the United States,
1950-2008. In the late 1970s and early
1980s, high prices created increased pro-
duction and lower consumption; also, the
Alaskan oil fields came into production.
From 1980 onward, oil prices declined
sharply due to the decline in OPEC's
oligopolistic power. Imports comprise
over one-half of all oil consumed in the
United States. By 2010, total petroleum
consumption had reached 19.5 million
barrels per day (mbpd) in America, with
57% of its crude oil being imported. The
top oil-importing country was Canada,
importing 2.5 mbpd to the United States.
Yet, the combined OPEC countries imported
over 6 mbpd into the United States. Texas
was the leading oil-producing state in the
United States, with Prudhoe Bay, Alaska,
the top oil field. Saudi Arabia is the
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however, world oil prices had risen to $140 per barrel, only
to fall again in 2009 and 2010 as the world’s financial crisis
and recession reduced global demand. Such oscillations
point to the cyclical nature of the petroleum industry, which
has huge impacts on other sectors of the world’s economy.

Energy Production and Consumption

Most commercial energy produced is from nonrenewable
resources. Most renewable energy sources, particularly
wood and charcoal, are used directly by producers, mainly
poor people in the developing countries. Although there is
increasing interest in renewable energy development, com-
mercial energy is the core of energy use at the present time.
Only a handful of countries produce much more commer-
cial energy than they consume. If we take petroleum con-
sumption and production as an example, the main energy
surplus countries include: Saudi Arabia, Irag, Mexico, Iran,
Venezuela, Indonesia, Algeria, Kuwait, Libya, Qatar, Nigeria,
and the United Arab Emirates. Saudi Arabia is by far the
largest exporter of petroleum and has the largest proven re-
serves. Nearly one-half of all African countries are energy
paupers. Several of the world’s leading industrial powers—
most notably Japan, many western European countries, and
the United States—consume much more energy than they
produce, making them heavily reliant on imported oil,
largely from the Middle East. This fact profoundly shapes
the foreign policies of countries such as the United States.

The United States leads the world in total energy use,
but leaders in per capita terms also include Canada, Norway,
Sweden, Japan, Australia, and New Zealand (Figure 4.17).
With 5% of the world’s population, the United States con-
sumes roughly one-quarter of the world’s energy, largely for
transportation, which consumes 40% of American energy in-
puts. The automobile, for all the convenience it offers, is a
highly energy-inefficient way to move people. In contrast,

leading oil-producing country in the world,
A o with 11 mbpd, while the United States is
AR I AN the leading oil consumption country.

developing countries consume about 30% of the world’s
energy but contain about 80% of the population. Thus there
exists a striking relationship between per capita energy con-
sumption and level of development. Most developing coun-
tries consume meager portions of energy, well below levels
required with even moderate levels of economic develop-
ment. Commercial energy consumption in developed
countries has been at consistently high levels, whereas in
developing countries it has been at low but increasing levels.

Oil Dependency

Much of the world was seriously affected by the 1973 and
1979 Arab oil embargoes. Imported oil to the United States
as a proportion of total demand increased from 11% in the
late 1960s to 50% in the 1970s to about 58% today. As a re-
sult, numerous presidential administrations of the United
States have repeatedly called for a national policy of oil
self-sufficiency to reduce U.S. dependency on foreign sup-
plies of petroleum—without much success. Under heavy
political pressure from corporations and campaign donors,
air and water pollution regulations have been relaxed, and
tax credits for home energy conservation expenditures
were ended. The U.S. Congress toyed at times with impos-
ing stricter fuel standards on new cars, but relaxed these
under pressure from automobile producers; indeed,
American fuel standards are considerably below those in
Europe, Japan, and China. These conflicting policies
worked against federal efforts to encourage American
households and companies to conserve fossil fuels. The
United States imports about 58% of the oil it consumes, but
only a small proportion comes from the Middle East.
Japan, Ttaly, and France are comparatively much more de-
pendent on Persian Gulf oil.

Nonetheless, U.S. industry did become more energy-
efficient. Manufacturing reduced its share of total U.S.
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FIGURE 4.17 World per capita energy consumption. The
United States, Canada, and the Scandinavian countries
consume more energy per capita than any other
countries. When the electricity usage of the United
States, Canada, Europe, and Russia is combined, 75% of
electricity usage in the world is accounted for, but only
20% of the people.

energy consumption from 40% to 36%, and the burgeoning
service economy consumed relatively little energy. In
terms of conservation efforts, however, the United States
lags behind Japan and Europe, where energy is more ex-
pensive. Gasoline taxes in Europe, for example, help to
fund more energy-efficient public transportation.

Production of Fossil Fuels

As an accident of geology, the world’s fossil fuels are high-
ly unevenly distributed around the globe. Two-thirds of
the world’s oil resources are located in the Middle East
(Figures 4.18 and 4.19). Other large reserves are found in
northern Africa, Latin America—primarily Mexico and
Venezuela—and in Russia and Nigeria (Figure 4.20).
Offshore drilling, such as in the North Sea (Figure 4.21),
forms another supply. Natural gas, often a substitute for
oil, is also unevenly distributed, with nearly 40% in Russia
and central Asia and 34% in the Middle East.

The unevenness of the world’s supply and demand for
petroleum creates a distinct pattern of trade flows of petro-

CONSUMPTION

ENERGY
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Other Latin America
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South Korea 2 Other
Asia
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Less
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leum (Figure 4.22), the most heavily traded commodity (by
volume) in the world. Primarily, these flows represent ex-
ports from the vast reserves of the Middle East to Europe,
East Asia, and North America, although the United States
also imports considerable quantities from South America
and Nigeria. The differences between crude oil production
and consumption for each major world region are
sketched in more detail in Figure 4.23.

Adequacy of Fossil Fuels

In the next few decades, energy consumption is expected
to rise significantly, especially because of the growing in-
dustrialization of developing countries. Most of the future
energy production to meet increasing demand will come
from fossil energy resources—oil, natural gas, and coal.
How long can fossil fuel reserves last, given our increasing
energy requirements? Estimates of energy reserves have in-
creased substantially in the past 20 years, and therefore
there is little short-term concern over supplies; consequently,
energy prices are relatively low. If energy consumption
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FIGURE 4.18 World’s proven petroleum reserves, revealing the primacy of the Middle East.

FIGURE 4.19 The Persian Gulf (or, to the Arabs, the Arab Gulf), lies
in the heart of the world's largest petroleum deposits, an immense
ocean of oil that fuels the global economy.

were to remain more or less at current levels, which is un-
likely, proved reserves would supply world petroleum
needs for 40 years, natural gas needs for 60 years, and coal
needs for at least 300 years. Although the size of the
world’s total fossil fuel resources is unknown, they are finite,
and production will eventually peak and then decline.

Oil: Black Gold

Most of the world’s petroleum reserves are heavily con-
centrated in a few countries, mostly in politically unstable
regions. Although reserves increased by 170% between
1978 and 2003, most of this increase is attributed to new
discoveries in the Middle East. Regionally, however, re-
serves have been declining in important consuming
countries. For example, reserves in Russia declined by 9%
between 1991 and 2004. They also declined by 9% in the
United States during the same period. Despite new discov-
eries, Europe’s reserves are likely to be depleted by 2050.
Moreover, exports of oil from Africa and Latin America will
probably cease by 2050. The Middle East will then be the
only major exporter of oil, but political turmoil (e.g., wars,
revolutions) there could cause interruptions in oil sup-
plies, creating problems for the import-dependent regions
of North America, Western Europe, Japan, and the East
Asian Newly Industrializing Countries (NICs).

Natural Gas

The political volatility of the world’s oil supply has increased
the attractiveness of natural gas, the fossil fuel experiencing
the fastest growth in consumption. Natural gas production is
increasing rapidly, and so too are estimates of proven gas re-
serves. Estimates of global gas reserves have increased
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FIGURE 4.20 World crude petroleum production. Saudi Arabia is
the largest producer and has the largest proven reserves; the United

States is a major producer but with limited reserves.

during the past decade, primarily due to major finds in
Russia, particularly in Siberia, and large discoveries in China,
South Africa, and Australia. Reserves have also been increas-
ing in Europe, Latin America, and North America. Gas pro-
duction will eventually peak, probably in the first two or
three decades of the twenty-first century. As a result, gas
supplies will probably last a bit longer than oil supplies.
The distribution of natural gas differs from that of oil. Tt
is more abundant than oil in the former Soviet Union,
Western Europe, and North America, and less abundant
than oil in the Middle East, Latin America, and Africa. A
comparison of Figures 4.24 and 4.25 shows that natural gas
also differs in its pattern of production and consumption.
Because of the high cost of transporting natural gas by sea,
the pattern of production is similar to that of consumption.

Coal

Coal is the most abundant fossil fuel, and most of it is con-
sumed in the country in which it is produced (Figure 4.20).
Use of this resource, however, has been hampered by in-
efficient management by the international coal industry,
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the inconvenience of storing and shipping, and the envi-
ronmental consequences of large-scale coal burning.
China is the world’s largest consumer of coal, which is
a major reason why it is the world’s leading producer of
greenhouse gases, such as carbon dioxide, associated with
global climate change. The principal fossil fuel in North
America is coal (Figure 4.27). With the exception of Russia,
the United States has the largest proven coal reserves. Coal
constitutes 67% of the country’s fossil fuel resources, but
only a small fraction of its energy consumption. It could
provide some relief to the dependence on oil and natural
gas. However, the use of coal presents problems that the
use of oil and natural gas do not, making it less desirable
as an important fossil fuel. These problems are as follows:

1. Coal burning releases more pollution than other fos-
sil fuels, especially sulfur. Low-grade bituminous coal
has large amounts of sulfur, which, when released
into the air from the burning of coal, combines with
moisture to form acid rain (Figure 4.28).

2. Coal is not as easily mined as oil or natural gas.
Underground mining is costly and dangerous, and



open-pit mining leaves scars difficult to rehabilitate
to environmental premining standards.

3. Coal is bulky and expensive to transport, and coal
slurry pipelines are less efficient than oil or natural
gas pipelines.

4. Coal is not a good fuel for mobile energy units such
as trains and automobiles. Although coal can be
adapted through gasification techniques to the auto-
mobile, it is an expensive conversion and it is not
well adapted to motor vehicles, overall.

ENERGY OPTIONS

The age of cheap fossil fuels will eventually come to an
end. As societies prepare for that eventuality, they must
conserve energy and find alternatives to fossil fuels, espe-
cially alternatives that do not destroy the environment.
How viable are the options?

Conservation

One way to reduce the gap between domestic production
and consumption in the short run is for consumers to restrict
consumption. Energy conservation stretches finite fuel re-
sources and reduces environmental stress. Conservation can
substitute for expensive, less environmentally desirable
supply options and help to buy time for the development
of other, more acceptable sources of energy.

Many people believe that energy conservation means
a slow-growth economy; however, energy growth and
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FIGURE 4.21 A Shell/Esso production platform in Britain’s North
Sea gas field. British oil exploration was stimulated by a dramatic
increase in the price of oil in the 1970s and early 1980s. Britain’s
North Sea oil and gas investment may keep the country self-
sufficient for the foreseeable future. However, the huge 2009
British Petroleum oil platform blowout and oil spill in the Gulf of
Mexico has raised safety issues for offshore oil drilling.
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FIGURE 4.22 World trade patterns in petroleum. The major flows are from the Middle East to Europe, East Asia, and the United

States, which also imports from Latin America and Nigeria.
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FIGURE 4.23 The production and
North America

consumption of crude oil by major
world regions, 2008. The developed
market economies of Europe, North
America, and Asia, especially Japan,
consume a far greater proportion of
energy resources than they produce.
Conversely, the Middle East, especially
the Persian Gulf region, produces the
most crude oil of any world region
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FIGURE 4.24 Production and consumption of
natural gas by major world regions.
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FIGURE 4.25 World trade patterns in natural gas. Russia is the world'’s largest exporter, primarily to Europe. Japan receives most of its
gas from Southeast Asia, whereas the United States imports most from Canada.

economic growth are not inextricably linked. It is possible
to enjoy economic progress while simultaneously consum-
ing less energy per unit of output. In the United States,
from the early 1870s to the late 1940s, gross national prod-
uct (GNP) per capita increased sixfold, whereas energy
use per capita only slightly more than doubled. Energy ef-
ficiency, the ratio of useful energy output to total energy
input, increased steadily throughout the twentieth century,
partly as a result of industries installing better equipment.

Nuclear Energy

The form of nuclear energy currently in use commercial-
ly—nuclear fission—involves splitting large uranium
atoms to release the energy within them. But nuclear fis-
sion causes many frightening problems, which became
alarmingly clear after the nuclear accidents at the Three
Mile Island plant in Pennsylvania in 1979 and at Chernobyl
in Ukraine in 1986. Concerns over nuclear energy range
from environmental concerns caused by radiation to prob-
lems of radioactive waste disposal. Early radioactive
wastes were dumped in the ocean in drums that soon
began leaking. Likewise, many sites throughout the United
States have contaminated groundwater supplies and leak
radioactive wastes. One hotly discussed strategy currently
underway is to store much of the nation’s nuclear waste at
Yucca Mountain, Nevada, miles away from major towns
and cities. Another problem associated with the use of nu-
clear energy is the danger of terrorists stealing small
amounts of nuclear fuel to construct weapons, which, if

detonated, would wreak world havoc. Yet another is its
high costs: Each plant costs billions of dollars to build and
needs elaborate engineering and backup systems, as well
as precautionary safety measures.

Nuclear power is less widely used in North America
than in some western European countries and Japan
(Figure 4.29). In France, one-half of energy comes from
nuclear power; in Japan, 25%; Belgium, France, Hungary,
and Sweden produce more than one-half of their energy
from nuclear power plants, while Finland, Germany, Spain,
Switzerland, South Korea, and Taiwan are also major pro-
ducers and users. In the United States and Canada, coun-
tries that are less dependent on nuclear energy, the eastern
portions rely on nuclear power plants more than do the
western portions. For example, New England draws most
of its electricity from nuclear power plants. Interestingly,
some countries have decided to throw in the towel on
nuclear power generation because of high risks and high
costs (Figure 4.30). For example, Sweden began phasing
out its nuclear plants in 1995, a process completed in 2010.

Nuclear fusion, the combining of smaller atoms to re-
lease their energy (the process that fuels the sun), has the
potential to be a solution to the environmental concerns of
nuclear fission because it does not release radioactive
waste. The raw material for nuclear fusion is the common
element hydrogen. Fusion is the process that powers the
sun and can be made to occur artificially, but is not yet
commercially viable. If this technology is ever commercially
successful, nuclear fusion would provide limitless amounts
of very cheap energy and pose no radiation dangers.
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FIGURE 4.28 Acid rain creation. When sulfur is released into the atmosphere from the burning of coal and oil, it combines with

moisture to create acid rain.

Geothermal Power

The development of geothermal power holds promise for
the future in several countries that have hot springs, gey-
sers, and other underground supplies of hot water that can
easily be tapped. The occurrence of this renewable
resource is highly localized, however. New Zealand ob-
tains about 10% of its electricity from this source, and
smaller quantities are utilized by other countries such as
Italy, Japan, Iceland, and the United States. If the interior
of the earth’s molten magma is sufficiently c