Lecture 9. The nature of the post-industrial economy & Network economies and spatial structures
Reading for this lecture: Chapters 11 & 12
As I’ve mentioned in previous classes
· The stages of economic development are sometimes viewed on the nature of what an economy produces

· Economic development increases (gets better) as an economy moves from resource extraction to manufacturing to services

· You can see this today when considering the “important” aspect of a country

· Important, meaning relative to us, of course

· Countries that are sources for cheap labour or non-oil resources tend to be developing nations

· And countries that provide us with professional services (banking, insurance, etc.) tend to be rich developed nations

So where does Canada fit?

PUT UP GDP SECTOR SHARES GRAPH
Historically, resources have been very important to BC
· The initial role of Canada was a resources centre for the UK

· And last week I discussed the importance of manufacturing for wealth

· But note the magnitude of the service sector

· Over the past 25 years manufacturing has remained below 20 percent of GDP

· Whereas services have been approaching 70 percent

· The other sectors are not easily visible but are all at or below 5 percent of GDP

· Needless to say, the service sector is quite important for Canada
PUT UP SERVICE SUB-SECTOR TABLE
The sub-sectors within the general service sector is quite diverse

· From standard retail work at the mall to health care to university professors

· Note the huge share of real estate

· This, no doubt, has something to do with the huge commissions that real estate agents get

· However, there are more people working in the real estate service sub-sector than just agents

· As you look through this list

· You will notice that many of these subsectors are not known for high paying jobs

· Think of wholesale, retail, accommodation, and food

· I’m not saying there are not any well-paying jobs in these sub-sectors

· Just that they are not the high paying sector that is more often found in manufacturing…though not always

Consequently, most people work in some form of the service sector
· And the service sector is sometimes referred to as the tertiary sector

· Resources is the primary sector and manufacturing is the secondary sector

· And because services come after manufacturing in the development chain

· Economies with the service sector as the dominant component in GDP are often referred to as post-industrial

A big component of the service sector is the provision of information

· Universities are an obvious part of this

· But so is research more generally that isn’t always carried out within the confines of a university

· Without services firms, the movement to just-in-time production would not be possible, or it would be very difficult

So how do services contribute to value?

· Services facilitate the interaction of buyers and sellers most often involving the exchange of information

· This adds value to the product because without the information the needs of customers will not be met

· What kind of information?

· It is many and varied, but think of marketing firms or consumer tastes firms
· That gather information about what people want their products to do

· It should be noted that what services provide tends to be intangible

· There may be some print outs of information (tax refunds), some hair on the ground (hair cut), or a full belly (dinner)

· But the “goods” provided are not something you place on a shelf

Think of retail

· They don’t make the products

· They just place them on shelves, etc. for people to come and see

CONSUMER SERVICES
Your textbook discusses a nice typology of retail in Canada
· There are seven phases of retail development in the 20th century and beyond

· And I will quickly go over these here

First, is the age of the department store

· This is basically pre-WW2

· But, of course, just like the techno-economic paradigms

· Aspects of “previous” ages of retailing remain in subsequent ages

· In this time, automobiles were far less common than today

· So there would be an agglomeration of more expensive goods in the downtown area

· But department stores would be spread around the city

· Many of you wouldn’t remember these stores

· But I am thinking of stores like Fields, Woodwards, Woolworth’s, etc.

· In their time they were large, but not very big by today’s standards

· The remainder of our shopping would be done in convenience stores, or neighbourhood corner stores

Following the Second World War, and the mass expansion of the automobile

· In California a number of private transit systems were bought up by automobile manufactures

· These transit systems were effectively shut down so more people would buy cars

· With this increased mobility of the average consumer

· The shopping centre developed

· There aren’t too many of these around anymore

· The same location may still be a shopping area, but it has been transformed

· There would be approximately 10-20 retailers and a very large parking lot

· There would often be an anchor store such as Sears or The Bay

· These shopping centres were planned independently of housing developments

With the increasing importance of retail and consumerism more generally

· Shopping areas and housing developments would be planned simultaneously

· This would be done, in part, to build in an immediate client base

· This way you wouldn’t have to attract clientele from other shopping areas

· You had your very own right from the start

During the 1970s, things were different again, but primarily where the shopping centres were built

· Rather than being built on formerly developed land within the city

· Very large shopping centres, or super-regional centres moved into the suburbs

· This is what is called Greenfield expansion

· Brownfield development is done on land that had a previous use

· Greenfield means that the shopping centre is the first thing to be built there

· Because they were very convenient places to shop

· This type of development drew ever more people to the suburbs during this decade

During the 1980s, a new type of shopping centre emerged

· Rather than a modification of previous forms

· This is the Entertainment Shopping Centre

· The classic example here in Vancouver is Metrotown

· It is a mix if department stores, retail outlets, multi-screen movie theatres, and other entertainment zones such as video arcades and bowling

· There have been a number of these developments

· One of the bigger ones I can think of is SilverCity Riverport in Richmond off of Steveston Highway
The 1990s saw yet another significant transformation
· The power centre
· These are agglomerations of big box retailers

· More typical of US style retailing

· These are based on economies of scale

· Tend to be in sub-urban areas because of land costs

· And are typically auto-dependent

· United Boulevard in Coquitlam comes to mind here

· A long strip of very large retailers

And most recently, there has been the power retail integration

· This is simply the combination of big box retail and the more “traditional” shopping centre

· Think of Wal-Mart and Home Depot being located within a shopping centre

· Most often this will occur in previously existing shopping centres

· Such that now defunct department stores are replaced with big box retailers

· The closest example we have locally is probably Lougheed Mall

· With the moving in of Wal-Mart into that location

Probably the most important change in retail over the past few decades
· Has been the emergence of big box retail outlets

· Stores like Wal-Mart, Home Depot, and Future Shop

· And like most developments

· This one has its own particular geography

PUT UP TABLE 11.3
As you can see from this table

· Big box retailers do not want to open shop in downtown areas
· This is not to say that they don’t

· Just consider the Chapter’s in downtown Vancouver on Robson

· This is some of the most expensive real estate in BC

· And that is primarily the reason

· Big box retailers need a lot of room because of the economies of scale that they deal with

· Downtown developments are expensive

· That is why there are so many high rises in downtown areas

· The land per square meter is so great that in order to get your money’s worth you have to build up

· However, if the conditions are “right”

· Significant foot traffic, and a shopping zone (both on Robson), for example

· It may be worth it for the big box retailer to open shop

Other places these retailer prefer are shopping centres and power centres

· The reason for this is that they take over previous retail space

· Most often from defunct department stores, as I already mentioned

· They like this because the spaces are large and pre-existing (no need to build) and they have a pre-existing client base because people already go there for their shopping

· Pedestrian strips are not common because they usually do not have a large enough client base

· Big box retailers need to be located in auto-centred developments because they have to have large numbers of consumers to survive

· This is why they do not located, that often, in industrial zones

· And my guess is that those that do locate in industrial zones

· Do so because they border commercial or residential zones

· So they are not far away from a significant client base

· And because many industrial zones have “died”

· The land tends to be cheaper (when they purchase the land, at least)

· And the land tends to be large enough to make plenty of room for parking

As you can see in the table, Vancouver has a bit of an anomaly

· At least relative to the other major centres in Canada

· And that is the presence of big box retailers on arterial strips

· In the greater Vancouver area, we have a number of arterial strips that also have histories of being shopping areas
· Kingsway and Broadway, for example, in Vancouver proper

· But also in Coquitlam…the Lougheed Highway area by Brunette

I think it is important to note that feet-on-the-ground retail is still the dominant form of shopping for North Americans
· Though the size of on-line retail industry is nothing to sneeze at

· Well in excess of $200 billion in the United States

· But Amazon, eBay, and other e-retailers only comprise of 6-8 percent of retail sales in the United States, it varies by the source of information

· Historically, though it is a short history,

· Canada’s share of e-commerce relative to all retail sales has been 2/3 that of the United States

· So that puts us in the 4-6 percent range

What this very clearly shows

· Is that people prefer to do their shopping in real places rather than cyber-space

· Consequently, geography is far from dead with regard to this huge activity that we all undertake

Some have argued that the electronic age will bring an end to the need for face to face interaction of humans

· We won’t need to go to places for meetings

· We will just plug in and have meetings over the internet, etc

· Conferences will become less importance because you could just attend the presentations and talks electronically, as well as give your own presentations electronically

· Etc. etc.

· But this has not been the case

· In fact, the physical presence of people at different events seems to be becoming more important

· This isn’t to say that such meetings and conferences do not exist

· They most certainly do

· Just that they have not been able to replace good old human interaction

I believe this is the case with retail as well

· Unless it is something that we know we want
· And there is not expected to be any variation in the product, on-line or in-person

· Thing like books or perhaps airline tickets

· We want to be able to not only see what we are buying, but also be able to touch it and perhaps smell it…depending on the product

So despite the changing geography of retail

· It is not going into cyber-space at any levels to replace the way we do our shopping any time soon

Firms are also huge consumers of service…producer services
· These service include, but are not limited to
· Things like design, engineering, advertising, and accounting

· Often, these are services that are integral to the firm

· But they cannot justify having these people employed in the firm year round

· So they contract them to do work when they need it done

· Think of accountants for individuals

· Most of us only need their services once a year around tax time

· So we don’t bother having them “on staff” year round

This may also be viewed as part of a trend that coincides with the movement to post-Fordism
· There are those in the core, i.e. working permanently for one firm

· And there are those that are part of the numerical flexibility group

· Hard to say whether these are core or not, I am inclined to say yes

· And they work as contractors

· Legally they are employed by the service provider firm

· But effectively, they are employed by a large number of different firms that need their services from time to time

· Those who work for these producer services firms can range from low-paying menial work all the way to the most well-paid people in the world

· Think of partners in the top accounting and legal firms

At the international or global scale
· Trade in services has been growing faster than trade in merchandise
· Consequently, as a percentage of global trade, services have been increasing

· This has led to the need to specific trade agreements regarding trade

· And to the development of the General Agreement on Trade in Services, throught he WTO

· In 1980, using WTO data this has been calculated as being approximately 15 percent

· But currently, trade in services accounts for approximately 20 percent of global trade
PUT UP WTO SLIDE OF TRADE
You can see from this graph

· The increasing share of service in trade

· You can barely see it in 1980

· Also note that trade in both goods and services have been growing faster than GDP for the past 10 years

As noted by Peter Dicken in his book Global Shift
· The geography of service provision is quite as strong as that of trade

· But there is significant concentration

· In terms of service production

· The United States and Japan constitute 50 percent of the world’s total

· With regards to exports and imports, however

· The United States and Japan account for approximately 20 percent

· The leaders in trade in services are the United States, Germany, and the United Kingdom

· Together they account for approximately one-third of trade in services, exports and imports

PUT UP TABLE 11.8
As with everything it seems

· There is a geography within a geography

· As you can see from this table
· Ontario dominates most producer services in Canada

· Ontario is beat out by Alberta in engineering (barely) and in surveying and mapping

· In the case of engineering and surveying and mapping, this is due to the extraction of oil in Alberta

· Now, of course, Ontario should be expected to dominate the other provinces simply because of its size

· Ontario has approximately 40 percent of Canada’s population and 40 percent of Canada’s GDP

· So, we should expect that Ontario will have 40 percent of any of the producer services in Canada

· My guess as to why Ontario has much more, in some cases, is its proximity to the industrial and financial core of the United States

· And of course the importance of Southern Ontario to the economy of Ontario and Canada as a whole

On to the importance of networks…
Networks are quite simply the aspects of our economy

· That allow for the movement of anything from one place to another

· These network may be “real”

· Roads, rail, sea, air, and pipeline

· Or they may be for the movement of intangible products

· Phone lines, fibre optics for the internet, satellites, etc.

Regardless, networks are critical for our economy to survive

· And this criticalness (for lack of a better word)
· Has only increased in recent years because of the disperse nature of our economy

· We drive cars built in Japan, eat fruit from New Zealand, and drink alcohol brewed/distilled in the United Kingdom

· Because of this importance, the transportation industry accounts for 14 percent of the Canadian economy and 10 percent of the US economy

· Nothing to shake a stick at

It goes without saying that the movement of “goods” 
· Whether those good be “real” or intangible

· Is fundamentally geography

· And this movement is sometimes referred to as spatial interaction

· Simply an interaction that occurs across space

· Though the cost of moving goods across space has been reducing

· And is generally considered to be low

· Just think of how many things can be sold for a dollar (or less) that come from China

· It is 8500 kilometers from Beijing to Vancouver

But distance is still something to be overcome

· Why pay to move something from one place to the next if you don’t have to

· Remember the impact of distance to the market on supply and demand

· It increases prices charged and decreases prices that people are willing to pay

· This gets back to distance decay and the gravity equation that we discussed earlier as well

The gravity equation states that the level of (spatial) interaction between two economies
· Is going to be equal to the product of their respective GDPs

· Divided by the distance between them

· So as each of the economies get larger

· The expected spatial interaction between them grows

· And as the distance between them increases

· The expected spatial interaction between them shrinks

· But what is distance?

The most obvious method of measuring distance is with a ruler

· But this may be misleading
· Two places may both be 8500 kilometers away from each other

· But if one has an established network and the other does not

· One will actually be much closer than the other

· The distance to Beijing from Vancouver 

· Is about the same to the middle of Siberia

· Of course the economic size of Beijing is much bigger than that in the middle of Siberia

· But the point is that we move to and from places within networks

· And relative distance is most often far more important than absolute distance

The presence of networks, of course, is based on need
· He best networks (i.e. most options) exist between those places that have the greatest need for spatial interaction

· And if one method is not working, or doesn’t exist in one particular place

· An alternative is made possible

· In fact, an economic historian (Robert Fogel) posed something called a counterfactual
· Which is when you ask the question: what if X didn’t happen?

· In this case, what would have happened if the US didn’t develop the rail system

· What would the impact be on development in the US?

· The answer: the canal system would have been developed to a far greater extent and the road network (i.e. paving) would also have been significantly improved

· Effectively, the lack of a rail system would not have significantly impacted economic development in the United States

The biggest issue with the establishment of networks
· Regardless of the type of network

· Is the cost of its establishment

· Transportation and communication services tend to be of the most capital-intensive of all industries

· And there are huge fixed costs that have to be incurred up front

· Think of the 50 000 or so kilometers of rail road in Canada or the 240 000 kilometers in the United States

· Versus just maintaining that track

· Let alone the millions of kilometers of road in Canada and the United States

And relevant to the more recent development of the electronic highway

· Companies such as Google and Yahoo have been buying up

· And sometimes just storing

· Fibre-optic cable because this is what they need for the development of their highway…the information highway

Because of this huge up-front fixed cost of producing networks
· There is a corresponding geographical dimension

· Once in place, networks reinforce geographic concentrations of economic activity

· This is why it is common for governments to provide infrastructure (i.e. networks) to attract new capital

· This has been the history of forestry in BC: an implicit agreement between the provincial government and forestry companies

· Consequently, if governments are not willing (or able) to provide infrastructure, capital will be unwilling to locate there

· This obviously ties back to the poverty trap

· It will be one of the conditions that allows for a country, or an entire region, to re-emerge unattractive to capital

Because of the importance of networks and their high cost
· These aspects of the economy must be planned with care

· We want our network to be efficient

· In the sense that we travel the shortest distance possible, take the least amount of time, and costs the taxpayers the least amount of money

There is a branch of environmental psychology

· That has its roots in geography

· That is called wayfinding…literally finding our way

· We humans have particular methods of getting from one place to another

· We are minimizers in the sense we want to spend as little time as possible getting to and from our activity nodes

· That’s why we get so annoyed in traffic…we want to be somewhere else

· We are often described as distance minimizers, which is true

· But we, as a species, are rather poor at guessing distances

· We tend not to ask people how far something is

· Rather we ask how long it takes to get there

· We are rather good at measuring direction though

· Because of this we tend to have a directional bias

· We often follow what is referred to as the least angle trajectory

· This means we make our choices of when to turn, etc.

· Based on the primary direction of travel

· It tends to be difficult, for most, to take a route that violates this principle

· We can do it, but we need to rationalize the decision

· You don’t need to rationalize traveling in the direction of your destination

Consequently, this behavior needs to be considered when designing networks
· This is the reason for a grid street network

· It tends to work the best for most people

· Especially if you have a street running diagonally through the city toward the central business district

· Think of Kingsway in Vancouver

This use of planning in the development of networks has led to a hierarchy of networks
· There are, essentially networks within networks

· The primary road network in Canada is the Trans-Canada Highway

· The Interstate highways would be the equivalent in the United States

· This primary road network

· Connects all primary urban centres across the country

· It is an inter-urban network, to use the terminology of your textbook

· Connected to the primary network are arterial roads that connect municipalities within an urban area

· You may think of this as a secondary network

· Secondary, however, does not mean less important

· Think of Kingsway, Hastings, Marine Drive, Lougheed Highway, etc

· And then below this is the neighbourhood network 

· This connects our homes to the arterial roads

· You may think of this as a tertiary network

· Of course you could break these categories down further

· Would you classify North Road as a secondary or tertiary road, for example

· But you get the point

This is why your textbook calls this hierarchy a geography

· Different “levels” of roads serve different geographical scales

· This doesn’t mean you can’t use an arterial road as a neighbourhood access road, or vice versa

· But that is not the design or the plan

· Needless to say, we are at the mercy of our urban planners of yesteryear when we decide how to move through our urban landscape
The last topic I want to briefly discuss is the relationship between our networks and the environment
First, in order to make our networks we must transform the natural environment
· This is most obvious with our transportation network

· But also matters for our pipelines and electricity lines, but to a lesser extent

· When we pave substantial portions of land

· This has significant impacts on our surrounding environment

· Think of rain water run-off
· This is why we need sewers connected to our roads

· The water has to go somewhere as it cannot be absorbed by asphalt or concrete

· There is also the loss of vegetation over vast expanses of our cities

Moreover, there is a tremendous amount of pollution that we create with our vehicles

· Air pollution, water pollution, ground pollution

· Not to mention the nearly 3000 or so deaths every year in collisions across Canada each year

Because of the exhaustive use of petroleum in cars (pardon the pun)

· Greenhouse gases are a major concern

· Though the marginal contribution to pollution of each car has fallen significantly over the past few decades

· Emission controls started in the late 1960s, particularly in California

· The number of cars has also grown significantly

· And so has the distance driven by the average person

· Not to mention the idling in traffic congestion

· My point is that I am sure things are getting worse, not better with low-emission vehicles
PUT UP FIGURE 12.4

What you can see from this graph
· Is that is only going to get worse over the next 40 years

· Light vehicles, freight trucks, and air transport

· Are all projected to have increased energy use

But this graph also shows where this growth is going to occur

· Not a surprise, North America is leading the pack and growing

· We have quite the car culture here

· Very modest growth in Europe

· But they have much better transit systems in their urban centres

· So I’m guessing that growth there is not from increased use of private vehicles

· I have friends who live in various cities in continental Europe

· And they say is just isn’t worth it to have a car

· Also not a surprise

· India, Asia, and particularly China are seeing huge growth

Needless to say

· We need to do something regarding energy use

· The catch is that it may require fundamental change in our networks

· And/or their uses

· This will come with significant costs

· But costs that will have to be borne eventually 
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