The Historical Geography of the World Economy
Globalization originated in the Age of Exploration (1492-1776), when the closed mercantile economies of the major empires established the framework for worldwide exchange.  The Spanish empire, encompassing most of the Americas as well as selected territories in Asia and Africa, coordinated its global empire through royal institutions centered in the city of Seville.  The Portuguese and French empires were similarly structured in accordance with crown authority in the absolute monarchies of their states.  The Dutch and British imperial development, however, emerged in the context of private joint-stock corporations such as the Dutch East India Trading company, the British East India Company, the Virginia Company, and the Plymouth Company.  Despite the efforts of these states to limit exchange between competing imperial companies, there was a great amount of trade that developed in the various regions.  Indeed, the effort to limit such trade was one of the factors that led to the first major rebellion against imperial control in the thirteen North American colonies of Great Britain in what has become known as the American Revolution. 
The quest for increasing control of materials and markets in the mercantile system culminated in the Seven Years’ War (known in North America as the French and Indian War) and resulted in the first major regression in the development of global trade networks.  The Seven Years’ War triggered later events that culminated in both the American Revolution (1776-1783) and the French Revolution (1789-1815).  The American and French Revolutions laid the foundation for the rise of nationalism in Europe and Latin America.  These independence movements had the effect of momentarily decelerating the process of global trade.  Ultimately, this brief period represents the transition from The Age of Exploration (1492-1776) to The Age of Industrialization (1815-1913).
The 19th century period of industrialization stands as the Golden Age of the British Empire.  During this century, a new network of key colonial holdings and investments spread British influence throughout Asia, Africa, Oceania, and the Americas.  In the course of the 19th century, Britain essentially controlled foreign trade that developed in conjunction with such key regional cities as Mumbai, Singapore, Hong Kong, Nairobi, Lagos and Cape Town.  The network of exchange that developed within the British Empire set the foundation for many of today’s global cities.
Over the course of the 19th century, Britain increasingly adopted policies that reflected open, free trade rather than a closed, colonial system.  Moreover, Britain’s role developed more in relation to finance than to manufacture.  While in the course of the 19th century it developed trade deficits both within its empire and outside of its empire, its preeminent role in finance, investment, insurance and transportation continued to grow.  British banks and corporations became the dominant investors in the development of Latin American economies.  Trade ties and migration flows grew between those countries formally integrated in the British Empire and those that were the focus of British private investment.
World War I, however, both undermined the British role in global trade and triggered the second major regression from global integration in the modern era.  The break-up of the multinational empires of Russia, Germany, and Austria dispersed what had been integrated economic regions inside of Europe.  The massive debts accrued during the war by Britain and France undermined their effective roles in the global economy.  Much of the debt that the victors of World War I amassed was owed to the United States, which now became the hub of global finance.  The US, though, did not use this financial power to spur the recovery of the global economy.  Rather, the US economy roared while much of the rest of the world suffered throughout the 1920s.  When the stock market crashed on October 29, 1929, it triggered a decade-long crisis that only came to an end with the outbreak of World War II in 1939.

During the decade of the Great Depression (1929-1939), global trade dropped by half.  Both capitalism and democracy fell into crisis, while the alternative economic and political systems of fascism and communism challenged the global dominance of capitalism.  Both Soviet communism and the fascist dictatorships of Germany, Italy, and Japan operated on the economic principle of autarky.  Autarky is the effort to create self-sufficient economies removed from any dependence on international trade.  While the Soviets had a resource base that made an autarkic economy feasible, Germany, Italy, and Japan did not.  The need for a broader resource base to build their autarkic economy partly explains the military aggression that marked the regimes of Hitler, Mussolini, and Tojo.  The powerful militaries that developed in the fascist countries were closely tied to corporate conglomerates.  In Germany, these conglomerates developed from the core industries of steel (Krupp), chemicals (I.G. Farben), and electrics (German General Electric).  In Japan, industrial power centered in a handful of conglomerates known as zaibatsu, which included Mitsubishi and Nissan.
In stark contrast to its role at the end of World War I, the United States perceived the vital need to secure the rapid recovery of the global economy at the end of World War II.  The primary motive for the US in guiding global recovery was to prevent the expansion of communism from the Soviet Union or the reemergence of fascism.  Priority was given to Europe, as that place most thoroughly destroyed by the war, most vulnerable to extreme political pressures, and most vital to the long-term well-being of the global market economy.

The astonishingly rapid recovery of Europe after World War II resulted from the most famous of the US sponsored programs, the Marshall Plan.  The US provided agricultural goods to minimize the threat of starvation as part of the immediate relief needs.  The US government also sponsored loans and grants that allowed Europe to obtain the machines and tools necessary to engage industrial recovery.  The wealth that was generated in the trans-Atlantic relationship resulted in economic integration and the creation of a foundation for close political and military ties.  The military ties between the US and the countries of Western Europe became formalized with the creation of the North Atlantic Treaty Organization (NATO) in 1949.
As the wartime alliance of the US and USSR transformed into an increasingly hostile confrontation between the world’s two superpowers, the Soviet Union intensified its control of the countries of Eastern Europe.  Unlike the US, the Soviet Union had been physically devastated by four years of German occupation.  The Soviet Union developed parallel institutions in its bloc to those that had emerged in the relationship between Western Europe and the USA.  In the Soviet sphere, however, there was a much greater degree of direct control of internal developments in the countries in its alliance system.  Communism became the only permissible system of government.  Economic development had to develop within the tight regional cocoon of COMECON, an integrated trading system for the countries of Eastern Europe that prohibited direct trade with countries outside of the bloc.  The military alliance that emerged became formalized in the Warsaw Pact of 1955.
Outside of the Soviet sphere and Mao’s China, the United States played a defining role in the system of global trade that emerged in the decades after World War II.  Two key globalizing institutions that emerged were the World Bank and the International Monetary Fund (IMF).  The World Bank was set up to promote development among lesser-developed countries (LDCs).  The IMF was established to assist LDCs in establishing programs to secure currency stability, a vital pre-condition for private investment.  The US held the decisive power in most operations of these two institutions.  Stated in positive terms, these institutions intended to realize the developmental vision later promulgated by Eugene Rostow.  Structuralist critics, though, saw the World Bank and IMF as the principal agencies of control in the system of neocolonialism.  The persistent poverty that remained in much of the world caused Cold War confrontations to emerge in Latin America, Asia, and Africa.  Despite communist success in Southeast Asia and Cuba, the world nevertheless remained within the general structures of capitalism explained in the works of Immanuel Wallerstein.
While the US and Soviet Union increasingly engaged each other indirectly throughout the global periphery and semi-periphery, the advanced industrial countries of Western Europe began the process of economic integration that would culminate in today’s European Union (EU).  A key moment in the process of European integration occurred in 1957 when the European Economic Community (EEC) signed the Treaty of Rome, which significantly reduced trade barriers between member countries thereby creating a trading region of comparable size to that represented in the United States.  Consequently, Europe began to operate with increasing economic independence from the United States while retaining generally close political and military ties through NATO.

While Western Europe reduced trade barriers in that region, the US and other countries were actively working to establish more general principles of “free trade” by promoting a General Agreement on Trade and Tariffs (GATT).  Since its inception soon after World War II, GATT has expanded free trade principles from largely bi-lateral arrangements to multi-lateral arrangements.  All signatories of GATT were guaranteed equal access to the markets of all member states.  The goal of GATT was to remove all barriers to trade and open new channels of investment in countries whose industrial strength lagged.  In 1994, GATT was formally replaced by the World Trade Organization (WTO).
The movement of Latin American countries into GATT represented a fundamental break from the trade policies that had prevailed in that region for decades.  Since the time of the Great Depression in the 1930s, the main economies of Latin America operated on the bases of Import Substitute Industrialization (ISI).  ISI recognized the structural disadvantages under which Latin American economies operated.  The belief was that by protecting the development of national industry by protecting it through high tariffs and an active government role in supporting labor and industry in the process of development, the Latin American economies could gradually emerge to compete with the established industrial economies.  The anticipated levels of industrial development, however, did not occur.  The economies of the region were hurt by exclusion from core markets who reciprocated the trade restrictions.  Moreover, the consumers in ISI economies were paying higher prices for lesser quality goods.
While GATT and the WTO represent key institutions in the globalization of the world economy, regional scale economic agreements have developed that both complement and limit the global character of exchange.  The North American Free Trade Agreement (NAFTA) can be seen as a regional integration of the US, Canadian and Mexican economies as well as a way of strengthening regional economies in order to more effectively engage the global economy.  Mexico, for example, knows that by attracting investment from the US and Canada, it will also become a more attractive investment venue for companies in the core countries of Europe and Asia as well.  The US, in turn, enhances the viability of its financial service and high-technology economic sectors in a way that strengthens their position in the global economy.
The death of the communist leader Mao Zedong in 1978 and the collapse of the Soviet Union in 1991 have contributed enormously to the process of integration.  For the last three decades China has opened itself to foreign investment by companies seeking to take advantage of its low labor costs and gain access to its potentially enormous consumer market.  Products made in China have lowered the global cost of living.  At the same time, foreign investment and globalization has served to raise the living standards in China and diversify its economy.  This rapid transition of China, however, has not come without its environmental damage, disruption of traditional life, and exploitation.  Moreover, many western countries assert that China artificially suppresses the value of its currency in order to retain its comparative advantage in global markets and sustain its trade surpluses.
The collapse of the Soviet Union, meanwhile, has resulted in the reconfiguration of the regional economy of Europe.  Virtually all of the former COMECON nations have either now entered the EU or are seeking membership in it.  The most notable exception to this is Russia itself, whose vast resource base permits it to operate outside of the political and economic constraints the EU membership entails.  It is also noteworthy that longstanding NATO member Turkey has yet to have its application accepted for EU membership.

The continued role of the state in both Russian and Chinese economic activities represents the limits of globalization as both an economic and political phenomenon.  Today’s global configuration of wealth and power is inseparable from the forces of political and economic change.

Globalization and the why of where

While such institutions as GATT and the WTO have changed the legal framework for global trade, advances in transportation and information technology have also contributed to the relocation and reorganization of production processes.  These new technologies have altered aspects of the locational theories of Alfred Weber even though the core principles of Weber’s analysis stand.  The reasons why products are made in particular places remain a factor of transportation in relation to resources and markets, the costs of labor, and aggregation factors related to the amenities needed in the productive process.
Transportation cost factors derive largely from the weight of the raw material inputs in the production process relative to the weight of the finished product.  Gross goods are those goods in which there is a significant reduction of weight in the production process.  This can be expressed in the following formula:  rm/fp>1; where rm is the weight of the raw material and fp is the weight of the finished product.  Gross goods are thus normally produced close to the resource base.  Steel is a good example of a gross good because the coal and iron inputs required for its production outweigh the final product.
A pure good is a good whose finished product weight is roughly the same as the raw material inputs (rm/fp = 1).  Most of the phases of cotton fabric and clothes production operate on the principle of a pure good.  Consequently, labor inputs and market orientation explain much of the reason why particular aspects of textile production occur in particular parts of the world.
A ubiquitous good is a product that has some common input that is universally available (thus ubiquitous) and whose finished product weight is considerably greater than the non-ubiquitous inputs.  An example of a ubiquitous good is beer.  The hops and barley inputs for beer are associated with particular climates and regions.  The water inputs are obviously ubiquitous.  Thus it generally makes sense to brew beer close to its markets.  Ubiquitous goods therefore generally have a market rather than a raw material orientation.

Technological factors have persistently changed the locational features of modern industrial production since its beginnings in the 18th century.  When James Watt improved the modern steam engine in 1769, it allowed the textile industry to expand away from river sources of energy to other regions.  Ultimately, the steam technology was applied to transportation, thereby altering cost factors of transportation in favor of market as opposed to raw material orientation.  With the emergence of electricity in the late 19th century, it became possible to move industrial production many hundreds of miles away from energy sources.
With the development of refrigerated ship and rail transport at the end of the 19th, globalization of agricultural exchange emerged.  The perishability factor that had sustained the general validity of von Thünen model had been changed.  Beef was transported by mostly British ships from South America to Europe.  Global markets in tropical fruits and citrus emerged both inter- and intracontinentally.

Labor costs in the intercontinental shipment of goods were reduced with the introduction of containers that could easily be transferred from ships to trains to trucks by large cranes.  Containerization has further enhanced the role of coastal global cities that operate as break-of-bulk points for this intermodal transfer.
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