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Economic geography is the study of how people earn their living, how economic systems vary by area, and how economic activities are spatially interrelated and linked.

We cannot evaluate the infinite variety of all the people of the earth and how they make their living.

Economic geographers seek consistencies and attempt to develop generalizations to understand the variations.

1.
A Move toward Capitalism
CAPITALISM - an economy where economic resources are privately owned and economic decisions are answered by the marketplace with a limited role for government

COMMAND ECONOMY - an economic system where economic resources are owned by the government and the government makes all economic decisions

	CHARACTERISTIC
	COMMAND ECONOMY
	MARKET ECONOMY

	ownership of resources
	government ownership
	private ownership

	decision making
	centrally planned
	by the market

	motivation
	social good
	self interest and profit

	prices and wages
	set by the government
often distorted
	set by the market
change with market

	result
	inefficient
full employment
low inflation
low standard of living
shortages
more equal distribution
	economic efficiency
periods of unemployment
periods of inflation
high standard of living
wide range available
less equal distribution

	problems
	corruption = self interest
lack of incentives
distorted prices
inefficiency
	monopoly = inefficiency
inequality
changing prices
instability
pollution

	OVERALL
	LESS FOR MORE
(INEFFICIENT)
	MORE FOR LESS
(EFFICIENT)


MIXED ECONOMIC SYSTEM

· ALL economic systems are mixed systems containing features of both command economies and capitalist economies.

· PURE capitalism and PURE command economies do not exist.

· Economies vary along a continuum between pure capitalism and pure command economies.

Structural Adjustment - A series of economic policies designed to reduce the role of government in the economy by replacing government control with market incentives. The goal is to promote private initiative and private investment, thereby creating jobs and economic growth.

Policies

1. Privatization (selling government owned assets to private owners)

2. Promotion of Competition

3. Limited and Reoriented Role for Government

4. Price Reform - removing government price controls, letting the market set prices

5. Joining the World Economy through freer trade

6. Macroeconomic Stability - lower government budget deficits and less government spending to reduce inflation and promote private investment

Benefits - A market-based economic system achieves efficiency. Fewer resources are wasted.

Problems - Common problems associated with structural adjustment programs include: initial periods of inflation, unemployment & a less equal distribution of income. Because of these problems, structural adjustment policies have become quite controversial.

2.
Free Trade
BENEFITS OF FREE TRADE

· Scores of studies have shown that lowering trade barriers makes everyone better off.
· Citizens in countries that have an average tariff rate of 4% or less have an average per-capita income of $17,000 compared to only about $2,000 for those in countries where tariff rates are 20% or more.

· Countries with open trade policies register economic growth at an average rate of 4.5% annually -- compared to only 1% among those with closed borders.

· GDP among countries with open policies has grown an average of 2.3% annually -- contrasted to growth of only 0.7% annually among those with restrictive policies.

· Protectionism costs the world economy upward of $450 billion a year.

· Numerous free-trade pacts signed over the past ten years have contributed mightily to the US economy.
· Trade accounts for almost 25% of US GDP.

· More than 12 million US workers owe their jobs directly to exports.

· The goal of economic activity is to produce more products for us, NOT to make us work more.

· Free trade leads to a more efficient use of resources (productive efficiency) and higher standards of living.

· Free trade changes the jobs in a formerly closed economy but it has little effect on the unemployment rate.

OPTIONAL

www.ncpa.org/pub/ba552/
www.ncpa.org/pub/ba553/
www.usatoday.com/news/opinion/editorials/2004-02-24-our-view_x.htm
www.cato.org/pub_display.php?pub_id=3149
http://online.wsj.com/article/SB115154575286293835.html
www.ibdeditorials.com/IBDArticles.aspx?id=267058785139593
www.investors.com/editorial/editorialcontent.asp?secid=1501&status=article&id=243039096248967
3.
Economic Development
Economic Development is a difficult concept to define and to achieve. Economists often use an increase in GDP per capita as the measure of economic development.

The present trend in economic development aid is often stated as TRADE, NOT AID, which favors the removal of restrictions on trade with poorer countries (LDCs) rather than increased financial aid. (As a percent of GNP, the US is NOT a leader in foreign aid donations.)

EXPORT ORIENTED INDUSTRIALIZATION - an economic development strategy which emphasizes production for export and few restrictions on imports … the leading development strategy today … South Korea

IMPORT SUBSTITUTION INDUSTRIALIZATION - an economic development strategy which restricts imports to generate a domestic market for the country's products … common in the past, less common today … India, Sri Lanka

MEASURES OF ECONOMIC DEVELOPMENT

1. GNP per capita - the total market value of all final goods and services produced by a country in one year. It is a measure of economic activity, or how much is produced in a country. The more that a country produces per person, the more "developed" it is assumed to be.
2. Population Growth 

3. Occupational Structure of the Labor Force - Economic geographers divide economic activities into primary activities, secondary activities, and tertiary activities. (Some add quaternary activities and quinary activities.)
· PRIMARY ACTIVITIES are those that directly remove resources from the earth. Generally they include agriculture, mining, fishing and lumbering.

· SECONDARY ACTIVITIES involve converting resources into finished products. These are the MANUFACTURING activities.

· TERTIARY ACTIVITIES comprise the service sector of the economy. The tertiary activities include retailing, transportation, education, banking, etc.

4. Urbanization - Urbanization is the percentage of a country's population who live in urban areas. Urban areas generally means in towns and cities of 2,500 or more people. Currently just less than half of the world’s population lives in urban areas. Generally as countries develop urbanization increases.

5. Consumption per capita - Consumption per person is a good indicator of development. The richer a country is, the more its citizens consume.
6. Infrastructure - the foundations of a society: urban centers, transport networks, communications, energy distribution systems, farms, factories, mines, and such facilities as schools, hospitals, postal services, and police and armed forces.
7. Social Conditions

· literacy rate

· life expectancy

· health care

· caloric intake

· infant mortality

· other

4.
ECONOMIC ACTIVITY

Primary Activities

subsistence agriculture

nomadic herding

shifting cultivation

the cost of territorial expansion

the green revolution

commercial agriculture

Mediterranean agriculture

plantation crops

resource exploitation

fishing

forestry

mining

mineral fuels

Secondary Activities

industrial activity

Tertiary Activities

service activity

Patterns of change
5.
ECONOMIC SYSTEMS

subsistence economy

commercial / market economy

planned economy

6.
DEVELOPMENT

Third World Countries

The Costs of Development

Measuring Development

Gross National Product

Purchasing Power Parity

Energy Consumption

Workforce Engaged in Agriculture

Non-Economic Measures

Explanations of Underdevelopment

Location

Accessibility

Resource Poverty

Population Characteristics

Geography & Development

The Core-Periphery Argument
