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WHAT IN THE WORLD IS gOINg ON? 
gLObALIzATION AS MyTHOLOgy

Globalization is everywhere—or that is how it 
seems. A Google search on the topic reveals 
around 28 million entries! Hardly a day goes by 
without it being invoked by politicians, by aca
demics, by business or trade union leaders, by 
journalists, by commentators on radio and televi
sion, by consumer and environmental groups, as 
well as by ordinary individuals. However, although 
it is a concept whose roots go back at least to the 
nineteenth century, notably in the ideas of Karl 
Marx, it has only been in the last twenty five years 
or so that globalization has entered the popular 
imagination in a really big way. 

The explosion of interest in globalization re
flects a pervasive feeling that something funda
mental is happening in the world; that there are 
lots of big issues that are somehow interconnect
ed under the broad umbrella term of globaliza
tion. Such feelings of uncertainty are intensified 
by an increased awareness that what is happen
ing in any one part of the world is deeply—and 
often very immediately—affected by events hap
pening in other parts of the world. Most recently, 
for example, a crisis originating in an obscure 
financial market (the US subprime housing mar
ket) spread almost instantaneously to far distant 
places to create the worst global economic cri
sis for many decades. Nowadays, we hear about 
events on the other side of the world virtually as 
they happen—in real time. But also many of the 
things we use in our daily lives are derived more 
and more from increasingly complex geographies 
of production, distribution, and consumption, 
whose scale has become, if not totally global, at 
least vastly more extensive, and whose choreog
raphy has become increasingly intricate. Many 
products, indeed, have such complex geogra
phies—with parts being made in different coun
tries and then assembled somewhere else—that 
labels of origin no longer have much meaning. 

Unfortunately, although globalization has be
come one of the most widely used, it is also one 
of the most misused and one of the most con
fused terms in current circulation. Indeed, it has 
spawned a plethora of universalizing myths about 
what is supposedly happening. As Strange (1995, 
293) argues, it is too often “used by a lot of wool
ly thinkers who lump together all sorts of superfi
cially converging trends… and call it globalization 
without trying to distinguish what is important 
from what is trivial, either in causes or in conse
quences.” Among the most egregious of the many 

globalization myths that continue to circulate are 
those relating to its geography, in particular, the 
claims that we are experiencing “the death of 
distance” and “the end of geography.” According  
to Friedman (2005) “the world is flat”; according to  
Ohmae (1990) the world is now “borderless.” 

Such claims undoubtedly contain a grain of  
truth. Technological innovations in transport 
and communications have, indeed, compressed 
timespace. But although the world has shrunk 
in relative terms, such shrinkage has been, and 
continues to be, highly uneven. While the world’s 
leading national economies and the world’s major 
cities are being pulled closer together in relative 
time or cost terms, others—less industrialized 
countries or smaller towns and rural areas—are, 
in effect, being left behind. The timespace sur
face is highly plastic; some parts shrink whilst 
other parts become, in effect, extended in rela
tive terms. By no means everywhere benefits from 
technological innovations in transportation. In 
that sense, the world is certainly not flat. 

The same may be said about developments 
in communications technologies, arguably the 
key technologies transforming global economic 
relationships. Technological developments in 
satellite and cable technologies have dramati
cally transformed the relationship between geo
graphical distance and the cost of transmitting 
and receiving information. However, as in the 
case of transport innovations, not all places are 
equally connected and nor are they likely to be. 
New investments in communications technol
ogy, as in transport technology, are primarily 
marketrelated; they go to where the returns are 
likely to be highest. The cumulative effect is to 
reinforce both certain communications routes at 
the global scale and to enhance the significance 
of the nodes (cities/countries) on those routes. 
Even the Internet has a very uneven geography 
(Zook 2005). It is certainly not flat.

Similar conclusions need to be drawn about 
the idea of a “borderless world.” Although there 
has certainly been a progressive lowering of po
litical barriers to the flows of commodities, prod
ucts, and finance (though far less to flows of 
people), national borders remain immensely sig
nificant. Not only has there been a major in
crease in the number of states in the past twenty 
years but also states themselves continue to be 
major actors in the global economy: as contain
ers of distinctive institutions, practices, and cul
tures; as regulators of economic activities within 
and across their territories; as competitors and 
collaborators with other states, in the latter case 
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within international governance institutions (like 
the IMF and the WTO) as well as in regional eco
nomic groupings like the EU, the NAFTA, and 
ASEAN. State boundaries, therefore, act as major 
discontinuities on the global economic map. The 
world is emphatically not borderless.

Such myths as the flat/borderless world are, 
therefore, indeed myths. Unfortunately, they rep
resent very powerful discursive images that play 
a highly influential role in the ways in which key 
economic and political actors make decisions 
that affect all our lives. But they are wrong. Glo
balization does not mean the end of geography. 
In a very real sense, globalization is geography. It 
consists of a whole syndrome of processes (eco
nomic, social, cultural, political) that occur in 
highly uneven and geographically differentiated 

forms. It involves both a stretching and an inten
sification of processes and relationships across a 
spectrum of spatial scales, which are, themselves, 
being continuously reconfigured through process
es of spatial switching (at the same geographi
cal scale) and scalar switching (as processes are 
switched between different spatial scales). Glo
balization, in fact, is both a product and a creator 
of multiple geographies of immensely complex 
and dynamic scalarity (Dicken 2007). 

gEOgRAPHIES OF ECONOMIC gLObALIzATION

I use the term “geographies” deliberately be
cause the map we see depends fundamentally 
on the geographical lens we use. Taking a long 
shot, we see the dominance of what has been 
called the “triad”: the concentration of econom
ic activities in the three world regions of North 
America, Europe, and East Asia. Taking a close
up shot, we see a highly differentiated mosaic 
of individual cities and localities. The default 
scale in most analyses of the global economy 
is somewhere in between these two because  
it is only at the national scale that comprehen
sive data on production, trade, and investment 
are produced. But there are other intermediate 
scales at which distinctive geographies can be 
identified; for example, clusters of economic 
activity that are aligned with national boundar
ies and where the scale and type of economic 
activity is actually defined and created by the 
existence of the political boundary itself. Ex
amples of such transborder clusters include 
the USMexico border. 

The naTionaL scaLe
Figure 1 shows the highly uneven geographi
cal distribution of manufacturing production 
and trade, while Figure 2 shows an even greater 
unevenness in foreign direct investment (FDI). 
Around fourfifths of global manufacturing and 
services production, and almost twothirds of 
world agricultural production, are concentrated 
in just fifteen countries. Between onefifth and 
onequarter of world trade in goods, services, 
and agriculture is accounted for by the lead
ing two countries in each sector. The picture 
is similar in the case of foreign direct invest
ment: almost 90% of outward FDI stock origi
nates from 15 countries; the leading two source 
countries—the United States and the United 
Kingdom—account for onethird of the world 
total. More than half of all the inward FDI in 
developing countries is concentrated in just five 

FIgURE 1

The global maps of manufacturing produc-
tion and trade.
Source: Dicken 2007: Figures 2.6 and 2.12.
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host countries; almost onethird is concentrated 
in China (including Hong Kong) alone. 

Although the United States remains the domi
nant presence on the global map, its relative 
significance has declined markedly as new com
petitors have emerged. In particular, the United 
States’ share of world merchandise exports has 
fallen from 17% in 1963 to around 8%. At the 
same time, its share of world merchandise im
ports has surged from less than 9% to almost 
15%. As a result, the United States has an enor
mous merchandise trade deficit. Europe, as a re
gion, is the world’s biggest trading area. However, 
despite being the most politically integrated re
gion in the world, the European economy is ac
tually very diverse, experiencing highly uneven 
rates of economic growth over the past two de
cades. In recent years Europe’s economic geog
raphy has become even more complicated—and 
made far more uneven —by the emergence of the 

“transitional economies” of Eastern Europe, fol
lowing the collapse of the Soviet system in 1989. 

The United States and Europe made up the 
core of the global economy for many decades. 
But their position is clearly under threat. With
out any doubt, the most significant global shift in 
the geography of the world economy during the 
past forty years has been the resurgence of East 
Asia. This resurgence reflects several processes: 
the rise of Japan after World War Two; the rapid 
growth in the 1980s of the Newly Industrializing 
Economies of Hong Kong, South Korea, Singa

pore, and Taiwan, followed by the emergence of a 
“second tier” of East Asian developing economies.

The most recent—and potentially the big
gest—development within East Asia is, without 
question, the (re)emergence of China. China 
has rather suddenly become a hugely significant 
presence in the global economy. Between 1980 
and 2006, China’s growth rate (of GDP as a 
whole and of manufacturing) was the highest in 
the world: annual average rates of around 10%. 
Its average annual rate of growth of merchandise 
exports was 13% in the 1980s and 14% be
tween 1990 and 2006. As a result, China is now 
the world’s fourth largest manufacturing produc
er, the second largest agricultural producer, the 
second largest exporter of merchandise (having 
overtaken Japan) and the world’s third largest 
importer. Despite all the current hype, India lags 
far behind China in most respects, although it 
has huge potential for development.

In contrast, the story of Latin America is large
ly one of unfulfilled potential. Latin American 
countries are among the most resourcerich in 
the world. Several also have a long history of 
industrialization. Some, like Brazil and Mexico 
are, in population terms, very large indeed. And 
yet, most of the Latin American economies have 
not figured very prominently in the redrawing of 
the global economic map. Certainly, their modest 
economic performance contrasts markedly with 
that of East Asia. None of these countries punches 
its weight as exporters; over the past twenty years, 

FIgURE 2

The global map of foreign direct investment.
Source: Dicken 2007: Figure 2.22.
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their average export growth has been significant
ly lower than that of the East Asian economies.

Alongside the areas of strong, though dif
ferential, economic growth in the global econ
omy—the peaks, as it were—are those parts of 
the world whose economic growth remains very 
limited. These are the “persistent peripheries.” 
All of the maps tell more or less the same story: 
most of the continent of Africa, parts of Asia, 
parts of Latin America constitute the “troughs” 
of the global economic map. SubSaharan Africa, 
as is so often noted, is the largest single area  
of economic peripherality. These are the parts of 
the world enmeshed in the deepest poverty and 
deprivation and whose existence poses one of 
the biggest social challenges of the twentyfirst 
century. The map of per capita income [Figure 
3] shows in stark terms the extreme geographi
cal inequality in the global economy.

The microscaLe: ciTies as The foci  
of economic acTiviTy

If we could observe the Earth from a very high 
altitude and look at its “economic surface” we 
certainly would not see the kinds of national 
economic boxes we have had to use as the basis 
of our analysis of the global economic map in 
the preceding discussion. Particularly if we were 
making the observation at night what we would 
see are distinctive clusters, picked out by the 
lights of localized agglomerations of activity. Un
fortunately, data disaggregated in this way, show
ing details of production, trade, and investment, 
are simply not available. But it is vital to stress 
this most fundamental fact of economic life: the 

place-specific and clustered nature of most eco-
nomic activity. The most widely available mi
croscale indicator of the localized clustering of 
economic activity is the map of the world’s cities 
[Figure 4], as virtually all manufacturing and busi
ness service activity is located in urban places. 

It is these cities, and their associated local 
regions, which contain a nation’s economic ac
tivity, not some national statistical box. Within 
any individual country, there will almost certain
ly be considerable diversity between cities/local 
regions, not only in terms of their particular eco
nomic specializations but also in terms of their 
growth rates. In most cases, this reflects their 
specific historical trajectory. In others, however, 
such differentials may be the outcome of very 
specific political decisions to develop one par
ticular part of a country rather than another. In 
some countries, just one, or perhaps two, ma
jor cities dominate; in other countries there is 
a flatter urban hierarchy and a wider spread of 
activity among more evenlysized cities. 

Increasingly, however, it is necessary to think 
of cities as being involved in global networks
that transcend national boundaries. “The city 
is embedded in a global economy…. All cities 
today are world cities” (King 1983, 7, 15). Cit
ies differ in importance not only in terms of their 
population size but also—and more important
ly—in terms of the functions they perform and 
the influence they exert. In particular, observers 
of world cities (Sassen 2001; Taylor 2004) em
phasize the role of highlevel service functions 
(financial and business services, in particular) 
and their uneven concentration in certain cities, 

FIgURE 3

An uneven world: the geography of income.
Source: Dicken 2007: Figure 4.1.
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creating a global hierarchical network. At this 
microscale, the world is not just flat; it is posi
tively “spiky” (Florida 2005).

The imprinT of pasT geographies
Figures 1 to 4 are merely snapshots at one point 
in time of what is, of course, a continuously 
evolving process of shaping and reshaping the 
global economic map. Old geographies of pro
duction, distribution, and consumption are con
tinuously being disrupted; new geographies are 
continuously being created. But the new does 
not simply obliterate the old. On the contrary, 
there are complex processes of path dependency 
at work. What already exists constitutes the pre
conditions on which the new develops. 

Today’s global economic map, therefore, is 
the outcome of a long period of evolution dur
ing which the structures and relationships of one 
historical period help to shape the structures 
and relationships of subsequent periods. Traces 
of earlier patterns of geographical specialization 
continue to influence what is happening today. 
Over a period of three hundred years or so—from 
around the sixteenth century—a global division 
of labor developed, and intensified with indus
trialization, in which the newly industrialized 
economies of the West (led by the “Atlantic” 
economies, notably Britain, some Western Eu
ropean countries, and later the United States) 
came to constitute the dominant “core.” Over 
time, of course, the situation became more 
complex and more geographically differentiat

ed. Some core economies experienced a pro
gressive decline to semiperipheral status and 
new economies emerged, especially in the late 
nineteenth and early twentieth centuries. 

The broad contours of this coreperiphery 
global economic map persisted until the out
break of the Second World War in 1939. At 
that time, manufacturing production remained 
strongly concentrated in the core: 71% of world 
manufacturing production was concentrated in 
just four countries and almost 90% in only elev
en countries. Japan produced only 3.5% of the 
world total. The group of core industrial coun
tries sold twothirds of its manufactured exports 
to the periphery and absorbed fourfifths of the 
periphery’s primary products. Since then, there 
has been a truly fundamental transformation of 
the world economy. A new geoeconomic map 
has come into being, which, although bearing 
traces of the contours of the old map, is far more 
complex than it was even a few decades ago. 

Geographically, the global economy has be
come increasingly multi-polar. New centers of 
production—new geographical divisions of la
bor—have emerged in parts of what had been, 
historically, the periphery and semiperiphery 
of the world economy. The most notable de
velopment is, of course, the (re)emergence of 
Asia, and especially China, as the world’s most 
dynamic region. In 1700, Asia’s share of global 
GDP had been 62% compared with the West’s 
23%. By 1950 those positions had been almost 
exactly reversed: the combined GDP of Western 

FIgURE 4

The world’s major cities by size of population.
Source: Dicken 2007: Figure 2.26.
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economies was almost 60%; that of Asia (in-
cluding Japan) was a mere 19%. Much of this 
was due to the relative economic decline of Chi-
na and India. In 1700, their combined share of 
global GDP was almost 50%; by 1950, it was 
only 9%. Today, it is on the way back up again 
at seemingly breakneck speed. At the same time, 
many parts of the world remain, to a greater or 
lesser degree, disarticulated from the engines 
of economic growth. The contours of the global 
economic map, therefore, depict a landscape of 
staggeringly high peaks of affluence and deep 
troughs of deprivation interspersed with plains 
of greater or lesser degrees of prosperity. “Not 
only is the world not flat: in many ways it has 
been getting less flat” (Stiglitz 2006, 57).

Today’s multi-polar economic map displays 
two key tendencies. First, we can identify increas-
ing geographical dispersal, as new centers of pro-
duction, trade, and investment have emerged. 
But the extent of such dispersal remains relatively 
limited and extremely uneven. Globalization has 
not resulted in a universal evening out of eco-
nomic activities. The second tendency, therefore, 
is the persistence of a high level of geographical 
concentration. Processes of localization of eco-

nomic activities remain very powerful. Indeed, 
the clustering or geographical concentration of 
activities not only persists; it is the norm. Even 
such activities as financial services that, from a 
purely technological point of view, could be locat-
ed anywhere, remain highly geographically con-
centrated in a small number of major global cities. 

sHaping tHe	map:
Unraveling tHe	processes
of	economic	globalization

In the previous section, we explored the chang-
ing contours of the global economic map, noting  
its immense geographical unevenness and tem-
poral volatility. Such dynamic geographies of glo-
balization are the outcome of extremely complex 
actions and relationships between economic, 
political, and social institutions and actors, all 
of which are deeply grounded and embedded 
in specific geographical structures. The nature 
of that grounding—the contexts in which they 
are created—is highly significant in influencing 
(though not determining) how such processes 
develop and how actors behave. 

Figure 5 provides a synoptic perspective on 
the major actors and processes involved. It em-
phasizes the essentially networked nature of the 
global economy, one that conceives of economic 
processes (production, distribution, and con-
sumption) in terms of connections of activities, 
linked through flows of both material and non-
material phenomena (like services) into circuits 
and networks. 

institutional Macro-structures  
of the global econoMy

Of course, such networks do not exist in iso-
lation. They are embedded within the broader 
macro-structures of the global economy as well 
as grounded in the prevailing geographical struc-
tures of the real world. The macro-structures of 
the global economy are the institutions, conven-
tions and rules of the capitalist market system. 
During the past half-century or so a “thickening 
web of multilateral agreements, global, and re-
gional institutions and regimes, and transgov-
ernmental policy networks and summits” (Held 
and McGrew 2007, 137) has emerged. The 
International Monetary Fund (IMF), the World 
Trade Organization (WTO), and the World Bank, 
together with the various “G” meetings (such as 
the G8, G20), and the many international stan-
dard-setting organizations are the most obvious 
manifestations of such global institutions.

figUre	5

A synoptic geographical perspective on glo-
balization actors and processes.
Source: Dicken 2007: Figure 1.3.
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These global governance institutions are, 
themselves, only a part of the broader sociocul
tural matrix of practices, rules, and conventions 
that shape how the capitalist market economy 
works on the ground. These rules and conventions 
relate to, for example, private property, profit
making, resource allocation on the basis of mar
ket signals, and the consequent commodification 
of production inputs (including labor). Such in
stitutions and conventions continue to be mani
fested in specific configurations in specific places 
(notably within nationalstates, but not only at 
that scale). In other words, they are territorially 
embedded. The geography of capitalism in the 
global economy, therefore, is highly variegated. It 
is emphatically not the same everywhere.

gLoBaL producTion neTWorKs 
Within this geographically differentiated macro
structural framework, it is primarily the actions 
of, and especially, the interactions between, the 
five actorcentered networks shown in the central 
section of figure 5 that shape the changing geo
graphical configuration of the global economy 
at different spatial scales. Such interactions are 
sometimes conflictual, sometimes collaborative 
but, overall, the system is one in which power 
relationships tend to be asymmetrical. Some 
actors are, without doubt, more influential and 
powerful than others, notably transnational cor
porations and states.

The production of any commodity, whether it is 
a manufactured product or a service, involves an  

intricate articulation of individual activities and 
transactions across space and time. Such pro
duction networks—the nexus of interconnected 
functions and operations through which goods 
and services are produced and distributed—have 
become both organizationally and geographically 
more complex. Figure 6 presents a highly simpli
fied picture of a basic production circuit. Note 
that it encompasses not only the “goods” of pro
duction (the value added at each stage) but also 
the “bads” of production (the negative values of 
environmental impacts). Individual production 
circuits are, themselves, enmeshed in broader 
networks of inter and intrafirm relationships. 
Such networks are, in reality, extremely complex 
structures with intricate links—horizontal, verti
cal, diagonal—forming multidimensional, multi
layered lattices of economic activity. They reflect 
the fact that many production processes can be 
fragmented and separated out, either organiza
tionally, geographically, or both.

Global production networks (GPNs) not only 
connect firms into broader organizational struc
tures (including alliances and customersupplier 
relationships) but they also integrate national and 
local economies into such networks. Such inter
connections have huge implications for the eco
nomic wellbeing of particular places. At the 
same time, the specific characteristics of na
tional and local economies influence the opera
tion and form of largerscale processes. In that 
sense “geography matters” a lot. The process 
is especially complex because, while states and 

FIgURE 6

Basic elements of a production circuit.
Source: based on Dicken 2007: Figures 
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local economies are essentially territorially spe
cific, production networks themselves are not. 
Production networks slice through boundaries 
in highly differentiated ways, influenced in part 
by regulatory and nonregulatory barriers and by 
local sociocultural conditions, to create struc
tures that are discontinuously territorial. This 
has major implications for the relative bargaining 
powers of the actors involved. The geoecono
my, therefore, can be pictured as a geographi
cally uneven, highly complex, and dynamic web 
of production networks, economic spaces, and 
places connected together through threads of 
flows. It involves the linking together of two sets 
of networks: organizational (in the form of pro
duction circuits and networks) and geographical 
(in the form of localized clusters of economic 
activity at different geographical scales). 

Global production networks are coordinated 
and regulated primarily by transnational corpora-
tions (TNCs). These are firms that have the power 
to coordinate and control operations in more than 
one country, even if they do not own those assets. 
In fact, TNCs generally do own such assets but 
they are also typically involved in intricate and 
multiple spider’s webs of collaborative relation
ships with other legally independent firms across 
the globe. Hence, much of the changing geog
raphy of the global economy is shaped by TNCs’ 
decisions to invest, or not to invest, in particular 
geographical locations. It is shaped, too, by the 
resulting flows—of materials, components, fin
ished products, technological, and organizational 
expertise, finance—between their geographically 
dispersed operations. Although the relative impor
tance of TNCs varies considerably—from sector 
to sector, from country to country, and between 
different parts of the same country—there are 
now very few parts of the world in which TNC in
fluence, whether direct or indirect, is not impor
tant. In some cases, indeed, TNC influence on an 
area’s economic fortunes can be overwhelming.

The nature of the coordination process within 
a TNC’s production network depends, in part, 
on where the firm draws the boundary between 
those functions it internalizes (i.e., performs “in
house”) and those it externalizes (i.e., outsources 
to other firms). Theoretically, at one extreme, the 
whole TNC production network may be inter
nalized within the firm as a vertically-integrat-
ed system crossing national boundaries. In this 
case, the links consist of a series of internalized 
transactions, organized hierarchically through  
the firm’s internal organizational structure. At the 
other extreme, each function may be performed 

by separate firms. In this case, the links consist 
of a series of externalized transactions, organized 
either through “the market” or in collaboration 
with other firms in a kind of “virtual” network.

This dichotomy—between externalized, mar
ketgoverned transactions and internalized, hi
erarchicallygoverned transactions—grossly 
simplifies the richness and diversity of the gov
ernance mechanisms in the contemporary econ
omy. In fact, there is a spectrum of different 
forms of coordination, consisting of networks 
of interrelationships within and between firms. 
Such networks increasingly consist of a mix of 
intrafirm and interfirm structures. These net
works are dynamic and in a continuous state of 
flux; the boundary between internalization and 
externalization is continually shifting. They are 
also affected by the shifting power relationships
between firms within a GPN. In some cases, one 
dominant actor calls all the shots; in other cas
es, power may be more widely dispersed with a 
greater degree of collaboration involved.

TerriToriaL emBeddedness 
of producTion neTWorKs

Capital, it is often argued, has become hyper
mobile, freed from the tyranny of distance and 
no longer tied to place. In other words, economic 
activity is becoming “deterritorialized” or “dis
embedded.” The sociologist Manuel Castells 
(1996) argues that the forces of globalization, 
especially those driven by the new information 
technologies, are replacing this “space of plac
es” with a “space of flows.” Anything can be 
located anywhere and, if that does not work out, 
can be moved somewhere else with ease. But 
such seductive ideas are highly misleading. The 
world is both a space of places and a place of 
flows. Global production networks do not just 
float freely in a spaceless/placeless world. 

Every component in a global production net
work—every firm, every economic function—is, 
quite literally, grounded in specific locations. 
Such grounding is both physical (in the form 
of the built environment) and also less tangible  
(in the form of localized social relationships and 
in distinctive institutions and cultural practices). 
Hence, the precise nature and articulation of 
firmcentered production networks are deeply 
influenced by the concrete sociopolitical, insti
tutional, and cultural contexts within which they 
are embedded, produced, and reproduced. 

For example, a transnational corporation’s 
country of origin exerts a big influence on how 
it behaves in different geographical contexts, 
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although, of course, such firms must also adapt 
to local conditions. Even so, distinctive differ
ences persist between TNCs from different coun
tries simply because such firms are “produced” 
through an intricate process of embedding, in 
which the cognitive, cultural, social, political, and 
economic characteristics of the national home 
base continue to play a dominant part. This is 
not to claim that TNCs from a particular national 
origin are identical. This is selfevidently not the 
case. Within any national situation there will be 
distinctive corporate cultures, arising from each 
firm’s own specific corporate history, which predis
pose it to behave strategically in particular ways. 
But, in general, the similarities between TNCs 
from one country will be greater than the differ
ences between them (Dicken 2000, 2003).

The national state continues to be the most im
portant bounded territorial form in which produc
tion networks are embedded. All the elements in 
a GPN are regulated within some kind of political 
structure, whose basic unit is the national state, 
but which also includes such supranational in
stitutions as the IMF and the WTO, regional eco
nomic groupings such as the EU or the NAFTA, 
and “local” states at the subnational scale. The 
international institutions themselves exist only 
because they are sanctioned by national states; 
subnational institutions are commonly subservi
ent to the national level, although the situation 
is more complex in federal political systems. As 
we have seen, the number of national states has 
grown markedly in the past twenty years.

Global production networks, by definition, 
have to operate within multi-scalar regulatory 
systems. They are, therefore, subject to a multi
plicity of geographically variable political, social, 
and cultural influences. On the one hand, TNCs 
attempt to take advantage of national differences 
in regulatory regimes whilst, on the other hand, 
states attempt to minimize such “regulatory ar
bitrage.” The result is a very complex situation 
in which firms and states are engaged in various 
kinds of power play: a triangular nexus of inter
actions comprising firmfirm, statestate, and 
firmstate relationships. In other words, the geo
economy is essentially being structured and re
structured not only by the actions of either firms 
or states alone but also by complex, dynamic 
interactions between the two sets of institutions.

Of course, TNCs and states are not the only 
actors involved in the operation of global produc
tion networks. They are continuously engaged 
in relationships with other major actors—labor, 
consumers, civil society organizations—some of 

which also have strong territorial bases. Each 
of the actors and institutions involved has their 
own agendas. The extent to which these can be 
realized depends on the relative power configura
tion in specific situations. Significant variables in 
determining relative power are, first, control over 
key assets (such as capital, technology, knowl
edge, labor skills, natural resources, consumer 
markets) and, second, the spatial and territorial 
range and flexibility of each of the actors. The 
two are not unconnected. Ability to control access 
to specific assets is a major bargaining strength. 
Where such assets are available virtually every
where, then the power gradient is shallow or even 
nonexistent. But where assets are “localized,” 
whether geographically, organizationally, or even 
personally, then the power gradient may be very 
steep. However, actors able to tap into localized 
assets across geographical space have a signifi
cant advantage over those without such spatial 
flexibility. Power relationships within global pro
duction networks are highly asymmetrical.

But there is a further dimension. Each of 
the major actors in GPNs is involved in both
cooperation and collaboration on the one hand, 
and in conflict and competition on the other. 
Such apparently paradoxical behavior warns us 
against assuming that relationships between cer
tain actors are always of one kind: for example, 
that those between, TNCs, or between TNCs and 
states, or between TNCs and labor, or between 
TNCs and CSOs are always either conflictual or 
competitive. Or, conversely, that relationships 
between groups of workers or labor organizations 
are always cooperative (in the name of class soli
darity). Not so. These various actornetworks are 
imbued with an everchanging mixture of both 
conflict and collaboration. Thus, although power 
relationships within global production networks 
are asymmetrical they are not fixed.

So, for example, TNCs in the same industry 
are fierce competitors but also, invariably, en
meshed in a complex web of collaborative rela
tionships. States compete in cutthroat fashion 
with other states to entice internationallymobile 
investment by TNCs or to find ways to keep out 
certain types of imports whilst, at the same time, 
increasingly engaging in preferential trading ar
rangements, including bilateral and multilateral 
agreements, often within broader regional group
ings. Labor unions in one country engage in com
petition with labor unions in other countries in 
the scramble for new, or to protect existing, jobs 
whilst, at the same time, unions strive to cre
ate international alliances with unions in other 
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countries, especially those involved in the geo
graphicallydispersed operations of major TNCs. 
They also increasingly attempt to negotiate in
ternational framework agreements with TNCs to 
protect workers’ rights. Civil society organizations, 
likewise, are not immune from these conflicting 
actions. In the context of the antiglobalization 
protests, for example, CSOs have developed col
laborations across national boundaries but, at 
the same time, the goals and values of individual 
CSOs are not always compatible, to say the least.

creaTing (and desTroying) vaLue  
in gLoBaL producTion neTWorKs

My central argument is that the reshaping of the 
global economic map is being driven increasingly 
by the emergence of extremely complex organi
zational and geographical networks of produc
tion, distribution, and consumption. The precise 
form of such networks—how they are controlled 
and coordinated, as well as the shape and ex
tent of their specific geographies—varies enor
mously. A key question, therefore, is the extent 
to which a place’s insertion (or noninsertion) 
into GPNs affects its developmental prospects. 

Each stage in a production circuit [Figure 6] 
each node in a global production network, cre-
ates value through the combined application of 
labor skills, process and product technologies, 
and the organizational expertise involved in co
ordinating complex production and logistical 
processes and in marketing and distribution. 
But when we turn to value capture the situa
tion is far more complicated. “Who” captures 
the value created within production networks? 
Who benefits from value creation and enhance
ment? This raises issues way beyond the narrow 
confines of firm competitiveness and profitabil
ity to encompass all the different stakeholders
involved in global production networks in differ
ent geographical locations. The key issue is the 
configuration of power within GPNs, which, as 
we have seen already, tends to be highly asym
metrical and subject to complex bargaining pro
cesses. One dimension of this is the relationship 
between capital and labor. In general over the 
past few decades, there has been a pronounced 
shift in which capital has gained massively at 
the expense of labor. This is shown, for exam
ple, in the increased unevenness in the distribu
tion of incomes in many developed economies. 
Another dimension is the relationship between 
lead firms and their multilayered tiers of sup
pliers; the extent to which lead firms are able 
to squeeze their firsttier suppliers who, in turn, 

try to squeeze their suppliers and so on through 
the entire production network.

The fact that GPNs have become the predom
inant mode within which production is organized 
means that it is very difficult indeed for local 
firms/economies to prosper outside them. Being 
there—as an insider—is virtually a prerequisite 
for development. Both the ability of local firms 
to participate in GPNs and of a local economy’s 
ability to capture value created in those parts of 
a GPN located there depend, therefore, on far 
more than just what happens in a firm. The local 
context itself matters enormously. In effect, this 
means that to participate in a GPN successfully 
a local economy needs to develop institutions 
and practices (including training and education, 
support for local entrepreneurial activities, de
velopment of high quality physical infrastructure, 
etc.) that meet the needs of GPNs. 

Of course, this will not guarantee success in 
capturing GPN value. TNCs have enormous po
tential flexibility in deciding where to locate their 
operations or source their inputs. The relative bar
gaining power of firms versus local economies is 
critical. This poses a huge dilemma for local eco
nomic development in a GPNdominated world. 
Not to try to create the “right” conditions to attract 
GPN activities will, undoubtedly, close off a major 
avenue for economic development. On the other 
hand, to try to couple local assets too closely to 
specific GPNs also has its dangers, not least be
ing left stranded if the local operation is relocated 
elsewhere, or of becoming too tightly locked in.

The value created at each point within a GPN 
takes on different forms for different actors: 
firms make profits, workers are paid wages or 
salaries. In a developmental context, what mat
ters is how much—and what kinds of—value are 

“captured” for the benefit of the local community. 
However, there is another—darker—side to the 
picture as Figure 6 shows. There are uninten
tional external effects (negative externalities or 
spillovers) involved in all economic activities. In 
other words, just as production creates value it 
also has the capacity—albeit unintentionally—
to destroy value. Three aspects of such environ
mental damage are especially important:

overuse of nonrenewable and renewable re•	
sources (including exploitation of fossil fuels, 
water resources, clearance of forests) 
overburdening of natural environmental “sinks”  •	
(for example, the increasing concentration of 
greenhouse gases in the Earth’s atmosphere 
and of heavy materials in the soil) 
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destruction of increasing numbers of ecosys•	
tems to create space for urban and industrial 
development.

The key point of all production processes is 
that what goes in has to come out again, albeit 
transformed, but without being reduced. Thus, 
even after all efforts are made to recycle the un
used energy and materials involved in production, 
there will still be leftovers in the form of residual 
waste and environmental damage. The fundamen
tal laws of thermodynamics cannot be overruled. 

Human life is only made possible by a com
plex, and extremely delicate balance of process
es: atmospheric, hydrological, and biological. 
As the history of the Earth clearly shows, such 
a critical balance may be disturbed by natural 
forces. Periods of widespread freezing and glaci
ation, drought and high temperatures, rises and 
falls in sea level, are all evident in the Earth’s 
geological record. Until relatively recently, it was 
generally assumed that human activity would 
have little effect on natural processes; it was 
simply too small in relative terms to influence 
such enormous natural forces. It is now widely 
accepted that this is not the case. Indeed, the 
evidence of not only largescale, but potentially 
irreversible, damage to the natural environment 
by human activity is accumulating day by day. 
By far the most contentious aspect of negative 
environmental externalities relates to potential 
atmospheric damage, that is, damage to the gas
eous membrane that sustains all life on Earth. 

The processes of material transformation in
volve the use of massive quantities of energy, es
pecially of fossil fuels whose combustion products 
are the major source of damage to the Earth’s 
atmosphere. The problems arise because some 
of the key gaseous components of the Earth’s 
atmosphere—notably carbon dioxide, methane, 
and ozone—are becoming excessively concen
trated in the atmosphere. The issue is one of bal
ance. Without these, and other, gases the Earth 
would have a surface temperature like that of the 
planet Mars; that is, it would be uninhabitable. 
The Earth’s surface remains habitable precisely 
because of their presence in the atmosphere. In 
combination, they act like a “greenhouse,” pre
venting both excessive solar heating and exces
sive cooling. But it is a very delicate balance. It 
is now abundantly clear that this balance is dan
gerously disturbed by human action. 

Predicting the precise effects of climate 
change is, like all predictions of the outcome of 
highly complex processes, far from easy. However, 

it is abundantly clear that the current upward 
trend in temperatures is potentially catastrophic 
for many parts of the world. But the effects will 
be far from geographically evenly spread. Shifting 
climatic zones will create intensified drought in  
some areas but higher rainfall and increased fre
quency of flooding in others. The geography of 
food production will be very different from that 
of today. Rising sea levels produced by the melt
ing of polar ice will drastically change the shape 
of coastlines, with especially serious effects on 
those cities located on lowlying land. The global 
economic map will be drastically reshaped.

The highly uneven incidence and impact of 
climate change and atmospheric pollution, in 
conjunction with the immense geographical 
variations in global economic wellbeing, cre
ates what has been called the “double exposure” 
problem (O’Brien and Leichenko 2002, 227):

Both climate change and economic globali
zation are ongoing processes with uneven im
pacts, and both include implicit winners and 
losers… Double exposure refers to cases where 
a particular region, sector, ecosystem, or social 
group is confronted by the impacts of both 
climate change and economic globalization. It 
recognizes that climate impacts are influenced 
not only by current socioeconomic trends, but 
also by structural economic changes that are 
reorganizing economic activities at the global 
scale… different outcomes emerge when the 
two processes are considered together.

gEOgRAPHICAL FUTURES
IN A gLObALIzINg WORLD

We are rather poor at making predictions. Every 
year (at least), new books or articles appear 
claiming to set out what the world will be like 
in X years time. Most are soon forgotten—usually 
for the very good reason that what was predict
ed hasn’t actually happened. It is very difficult 
indeed to identify which contemporary events 
and circumstances are likely to have longlast
ing effects. For example, when the East Asian 
financial crisis broke with such suddenness in 
1997, the literature was full of predictions of 
doom: the end of the East Asian “miracle” had 
arrived. The future of the region was dire. Few 
would make those same predictions today. That 
should make us wary of making rash predictions 
about the effect of the current economic and fi
nancial crisis on the future shape of the global 
economy. We are still too close to events.
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Similarly, looking a little further back in time, 
who, from the standpoint of 1960 would have pre
dicted that Japan would soon challenge the United 
States as an economic power and, in some re
spects, overtake it to the extent that, in the 1980s,  
doomsayers in the US were lamenting the demise 
of the United States as the world’s leading econ
omy? Japan bashing became a national pastime 
(and not only in the US—there were outbreaks 
in Europe, too, especially in France). Who would 
have predicted that the Japanese economy itself 
would then suddenly find itself deep in economic 
recession lasting for more than a decade and a 
half? Who would have predicted that South Korea 
would become one of the world’s most dynamic 
economies within the space of twenty years or 
so? After all, in 1960 South Korea was one of 
the poorest countries in the world, with a per 
capita income comparable with that of Ghana. 
Which observer in the early 1970s would have 
predicted that China would open up its economy 
and become, in a very short time, the most dy
namic economy in the world? Or that the com
mand economies of the Soviet Union and Eastern 
Europe would, by the end of the 1980s, begin 
to be transformed into capitalist market econo
mies or that Germany would be reunited? Such 
examples should make us wary of prediction. But 
we don’t learn. Today’s big bets are on Chinese 
world economic dominance within the next few 
decades. Maybe. However, we tend to be seduced, 
far too easily, by big numbers based on simplistic 
projections. We focus too eagerly on the quantita
tive, rather than the qualitative, dimensions and 
processes of change.

 The big question is: will the tendency towards 
an increasingly highly interconnected and inter
dependent global economy intensify? Will the 
geographical centre of gravity really shift to East 
Asia? Will the appalling degrees of unevenness 
in economic wellbeing be significantly reduced? 
Is globalization an inexorable and unstoppable 
force? Not inevitably, as the period between 1919 
and 1939 shows. During that time, the unprec
edented openness of the world economy that had 
come into being in the period between 1870 and 
1913 was largely reversed through the actions of 
states responding to recession through increased 
protectionism. It took several decades to return 
to a similar degree of openness, by which time 
the world was a very different place. 

Although barriers to barriers to trade and 
investment have fallen dramatically over the 
past five decades, it is by no means certain that 
this will continue. Indeed, there are signs of in

creasing concern that the nature and the degree 
of liberalization may have gone too far. In the 
United States, as well as in Europe, falling liv
ing standards among middle and lowincome 
groups are increasingly being seen as arising, at 
least in part, from the emergence of new geo
graphical centers of production—notably China 
and India. It is no coincidence that much of the 
current concern, especially in the United States, 
is over what is seen as being unfair competition 
from China (which has become the US bête 
noir in the way that Japan was in the 1980s). 
At the same time, many developing countries 
find themselves under increasing pressures to 
meet the needs of their rapidly growing popula
tions and are concerned about missing out on 
the fruits of globalization, not least because of 
what they regard as unfair developed country 
policies. As recent opinion polls in the United 
States have shown, the openness of markets—
one of the pillars of globalization, as we have 
seen—is now widely questioned by many people 
fearful for their livelihoods.

Of course, the interconnections within the 
global economy are now much deeper—and 
faster—than in the past because of the ways 
in which the processes of production and dis
tribution have been transformed. Development 
of the highly complex, geographicallyextensive, 
transnational production networks epitomizes 
this. But such increased interdependence may, 
itself, be a source of vulnerability. Unforeseen 
damage to one part of the system will inevita
bly have implications for the other parts. The 
sources of such potential damage are many and 
varied, ranging from natural phenomena like 
earthquakes to the humanmade phenomena of 
geopolitical and religious conflicts. 

There are also wider geopolitical problems, 
both directly and indirectly related to the econ
omy. In the former case, there is undoubtedly a 
threat of a trade war between the United States 
and China. The Doha Round of trade negoti
ations is in serious trouble and it is unlikely 
that anything other than a secondbest agree
ment will be achieved. Not least, this is because  
of deep tensions that cut across the developed/
developing country divide. In particular, there 
is continuing friction between the world’s big
gest trading areas, the United States and the 
European Union. Within parts of the EU, nota
bly in France and Italy, as well as in some the 
new Eastern European member states, there 
are renewed calls to protect national companies 
from foreign takeover (even from other EU firms).  
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In the United States, the bid by the Dubai Port 
Authority to purchase P&O and its port facilities 
in the United States in 2006 was withdrawn in 
the face of intense US opposition, partly fuelled 
by security fears in a post 9/ll world. 

A second major geopolitical problem is con
nected to the rise of China and, more broadly, 
to political developments in East Asia as whole. 
Ever since the end of the Second World War in 
1945, the United States has been deeply involved  
in the AsiaPacific for both security and economic 
reasons. Until 25 years ago, this was very much 
in the context of the Cold War. Indeed, the post
1945 economic revitalization of Japan, Korea, 
Taiwan, and other parts of East Asia was strong
ly facilitated by US activities and financial aid. 
With the collapse of the Soviet empire, and the 
opening up of China economically, the position 
has changed. Significant geopolitical problems 
remain in what is now the world’s most dynamic 
economic region. The US still sees China as a 
potential military threat (as well as an economic 
rival). The question of Taiwan is always there as 
a source of potential conflict, even though eco
nomic relations between China and Taiwan have 
improved markedly and there is huge Taiwanese 
investment in China. Relations between Japan 
and China remain extremely sensitive, not least 
because of Japan’s reluctance to recognize some 
of the atrocities it perpetrated when it occupied 
China in the Second World War. More broadly, 
Japan’s own future geopolitical intentions within 
East Asia are far from clear. Lastly, there is the in
tractable question of relationships between North 
and South Korea, especially the nuclear issue.

A third big geopolitical problem is that of 
failed, dysfunctional, or inadequate states. Al
though many of the problems facing developing 
countries—especially the poorest—arise from 
their position in the global economy and their 
very weak power base in international negotia
tions, other problems are undoubtedly domestic 
in origin. There are substantial internal problems 
of governance, corruption, inhuman treatment of 
minority populations in some developing coun
tries that cannot be ignored. The issue is how 
the world community deals with these problems 
to ensure the enhanced welfare of the popula
tions of such failed states and to bring them 
fully, and effectively, into the world community 
and economy.

Finally, of course, there is the issue of the 
environmental costs of continued global integra
tion and dispersal of production. The environ
mental problems that are inherent in all aspects 
of production, distribution, and consumption 
raise serious questions about the future sustain
ability of the economy and society as we know 
them. They raise big questions relating to the 
future of the world’s economic and trading sys
tem and, indeed, to most aspects of contempo
rary economic life. 

For all kinds of reasons, therefore, the future 
map of the global economy is far from clear. We 
should not simply extrapolate from past trends. 
Most of all, we need to think about the kind of 
world we, and our children, would want to live in. 
The key question is not so much what the world 
might be like in the future but what it should be 
like. There are choices to be made. 
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