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1. Introduction

Globalizing processes are having diverse impacts on major urban areas, and as a result, urban
policies will have to move beyond the familiar focus on ‘urban problems’ so as to help cities benefit
from, as well as cope with the implications of globalization. There are two promising ways of
extending the terrain for urban policy proposed by this conference. On the one hand, to build a
stronger urban dimension into policies which, while not specifically urban, have sharp urban impacts;
critical here is the lack of a spatial dimension in these policies. On the other hand, to understand what
kinds of inter-governmental joint action are needed insofar as urban policy in globalizing cities cannot
be limited to national or regional/local governments?

This paper addresses these two critical policy issues by examining two major sets of processes.
One concerns actual shifts in the scales, spaces and contents of economic activity. The second
concerns the needed shifts in our interpretations and policy frameworks to adjust to these novel trends
and maximize their benefits and distributive potential.

First, the paper examines some of the key components of ‘globalising processes’ and what this
means for different types of cities and urban regions. Rather than reviewing all components, the paper
singles out three types of processes as critical. The ongoing formation of global cities is one of these,
but as this is a well-documented trend, the paper will touch on it only when it intersects with two other
developments which are examined in more detail. One of these is the novel trend towards the
formation of mega-regions, which in the case of European countries especially, tends to be a cross-
border process. The other is the expansion of cross-border flows connecting cities at diverse levels of
the urban hierarchy. To capture this paper has developed a kind of “small world” sample of cities and
maps their interconnections; the purpose here is to broaden the range of globalizing cities and to
reduce the overwhelming weight of the top forty global cities. These are two very different formations:
one a mega-region and the other a partly deterritorialized network.

It will be argued that it is possible, analytically, to identify a distinct dynamic at work in both of
these very diverse components of globalizing cities and urban regions. This dynamic is the interaction
between geographic dispersal and new kinds of agglomeration economies. Specifying a common
analytic ground for these two very diverse spatial forms should enable us to develop a sharper
approach to policy, and, secondly, to establish the actual negotiating power of urban/regional actors, as
well as novel types of inter-governmental actors. Both of these very diverse spatial forms also should
help in assessing the extent to which policy decisions can encourage greater economic integration
between the more globalised cities within any one national context and other metropolitan areas
performing subordinate functions within the national urban hierarchy. In other words, it might help in
connecting the ‘winners’ and the ‘laggards,” and do so both within the mega-regional scale and within
a partly deterritorialized network. Within the mega-region it might mean that rather than pursuing
only the most advanced sectors through economic policies there is also a strong case for concentrating



upon the poorer regions: for instance, in attempting to bring back some of the jobs that have been
outsourced to low-wage countries.

Secondly, the paper will examine some of the key challenges these developments generate for
globalising cities and urban areas, from economic to social. A critical question here is what will
happen if current policy and development trajectories are simply allowed to continue? To address this
question the paper uses the case of the “knowledge economy” as a window onto a whole range of
issues confronting cities and urban regions. What is the role of cities in regional competitiveness and
how can current territorial and urban policies be drawn together more effectively? This focus can also
add to our understanding of ‘soft’ policy instruments -- for example in higher education, skills,
innovation, enterprise and social policy areas -- can be reconfigured in order to face these challenges
more effectively, and to get a sense of what needs to change and why. For instance, even the most
advanced sectors need a range of jobs (truckers, cleaners, etc.) and economic sectors (“urban
manufacturing” and certain components of the new types of informal economy) we usually fail to
recognize as belonging to an advanced economy. Identifying these types of articulations should help in
identifying how sector-specific policies should be working together in many cases where they are not;
we need to recognize that a strong advanced services sector may need a well-functioning urban
manufacturing sector. Another type of articulation that needs to be recognized is that certain non-urban
policies actually can have strong effect on cities and urban regions.

2. Core elements in today’s cities and urban regions
Two novel Spatial Formations:
a) Mega-regions.

One major tendency evident throughout the world is the formation of increasingly large urban
scales, which at some point are best described as megaregions. Often these are merely seen as more of
the same —more people, more endless urban landscapes. At its most elemental the mega-region results
from population growth in a geographic setting where cities and metro-areas blend into each other.
And this does indeed call for cross-regional infrastructures, notably transport and electricity, and
various forms of regional planning and coordination, as can be seen today. But are these conditions,
which amount to an expanded version of urbanization economies, all there is to consider?

Mega-region emerges as a sufficiently internally diverse territory, that novel development
strategies might be explored, to the advantage of both the more advanced and the least advanced areas
within a mega-region. It would take innovative governance umbrellas and new types of private-public
arrangement. Familiar advantages of scales larger than that of the city, such as metropolitan and
regional scales, come from sharing transport infrastructures for people and goods, enabling robust
housing markets, and, possibly, supporting the development of office, science, and technology parks.
More complex and elusive is whether the benefits of mega-regional economic interaction can go
beyond these familiar scale economies. There is no definitive research on this subject. Thus empirical
specification can only be partial as the available evidence is fragmentary for the urban level, a
shortcoming that becomes acute when dealing with the novel category of the mega-region.” There is,
however, enough analysis and evidence on one particular component of this subject -- the advantages
for global firms and markets of particular types of agglomeration economies at the urban level -- that
we can begin to use it as a lens onto the mega-regional scale. Agglomeration economies are to be
distinguished from familiar urbanization economies. They involve complex interactions of diverse

1. For one of the definitive examinations of the shortcomings of the data on sub-national scalings see the
report by the National Academy of Sciences 2003. See also generally, OECD 2006; 2007.



components, not simply, for instance, more people using a train line and the scale economies this
might enable.

The specific advantages of the mega-regional scale consist of and arise from the co-existence
within one regional space of multiple types of agglomeration economies. These types of
agglomeration economies today are distributed across diverse economic spaces and geographic scales:
central business districts, office parks, science parks, the transportation and housing efficiencies
derived from large (but not too large) commuter belts, low-cost manufacturing districts (today often
offshore), tourism destinations, specialized branches of agriculture, such as horticulture or organically
grown food, and the complex kinds evident in global cities. Each of these spaces evinces distinct
agglomeration economies and empirically at least, is found in diverse types of geographic settings —
from urban to rural, from local to global.

The thesis is that a mega-region is sufficiently large and diverse so as to accommodate a far
broader range of types of agglomeration economies and geographic settings than it typically does
today. This would take the advantages of mega-regional location beyond the notion of urbanization
economies. A mega-region can then be seen as a scale that can benefit from the fact that our complex
economies need diverse types of agglomeration economies and geographic settings, from extremely
high agglomeration economies evinced by the specialized advanced corporate services to the fairly
modest economies evinced by suburban office parks and regional labor-intensive low-wage
manufacturing. It can incorporate this diversity into a single economic mega zone. Indeed, in
principle, it could create conditions for the return of particular (not all) activities now outsourced to
other regions or to foreign locations.?

Thus the critical dimension for the purposes of this paper is not just a question of the contents of
a mega-region, such as its economic sectors, transport infrastructure, housing markets, types of goods
and services that get produced and distributed, exported and imported — a sort of x ray of a mega-
region. Also critical is the specification of economic interactions within the mega-region in order to
detect what could be re-incorporated into that region (e.g., factories or routine clerical work that is
now outsourced to other national or foreign areas) as well as to detect emerging mega-regional
advantages.

b) Cross-border Economic Networks

To get at the question of cities and the global economy, it helps to specify the multiple global
circuits through which cities are connecting across borders. Particular networks connect particular
groups of cities. This allows us to recover details about the diverse roles of cities in the global
economy. The formation of inter-city geographies is contributing a socio-technical infrastructure for a
new global political economy, new cultural spaces, and new types of social networks. Some of these
inter-city geographies are thick and highly visible— the flows of professionals, tourists, artists, and
migrants among specific groups of cities. Others are thin and barely visible — the highly specialized
electronic financial trading networks that connect particular cities depending on the type of instrument
involved. A bit thicker are the global commodity chains for diverse products that run from exporting
hubs to importing hubs.

2. Besides “regionalizing” various segments of a firm’s chain of operations, one might also propose to
regionalize more segments of various commodity chains. See, for instance, Gereffi, Gary, John
Humphrey and Timothy Sturgeon. 2005. “The Governance of Global Value Chains.” Review of
International Political Economy (Special Issue: Aspects of Globalization). 12 (1): 78-104.



The paper examines the top intercity networks generated by these 100 top firms in the specialized
corporate services sector, specifically, in law, advertising, management consulting, accounting, and
insurance. The Taylor data set was used to select 24 out of the 100 cities encompassing a range of
locations, both in the world and in the global urban hierarchy (see Table 1 for details). The effort was
to understand the inter-city geographies among a somewhat randomly selected group of cities to
capture a small world possibly revealing unexpected and often hardly visible or known
interconnections. Exiting the global hierarchies and networks dominated by the most powerful
economic centers enables us to discover such intercity geographies.

These global firms produce and deliver critical inputs for firms and markets, and even
governments, around the world. They service the types of firms involved in the commodity trading
and futures markets, and the financial services firms described later. And they service architectural and
engineering firms, major international art exhibitions and biennales, and avant-garde circuses. In brief,
they are in the business of specialized servicing, and ready to service the latest inventions not only for
firms, but also for other types of organizations.

The Knowledge Economy and Place

The deep economic history of a place is actually one critical variable in the development of a
competitive knowledge economy. If this is so, then one of the things that matters in a global eocnomy
is the specific difference of a city and of a region. This positions cities and urban regions in terms of
their specific differences rather than, as it is common to assert, in direct competition with all kinds of
cities who are all becoming similar. The argument goes against two very common notions: i) that
“the” knowledge economy is some sort of standardized, no matter how state-of-the-art, entity, which
reduces policy to the effort to capture some of that knowledge economy that seems to float above
everything, and bring it into an area; and ii) that for the knowledge economy to take hold in an area,
and to develop, that are has to overcome/surpass/destroy its older material economies (manufacturing,
mining, agriculture, etc). My research suggests that the strongest knowledge economies have complex
imbrications with the deep economic history of a place (city, region).

The second argument is that the knowledge economy depends on a larger social and economic
infrastructure that has mostly been rendered invisible and been devalued. Knowledge economies are
easily reduced to their “knowledge” components. Yet they a) require non-knowledge-economy
components: e.g. producing a financial instrument requires not only knowledge and software, but also
a range of material conditions, including truckers to bring the software, and b) knowledge economies
are often embedded in non-knowledge economy sectors: e.g. the knowledge economy component
might be embedded in rather elementary manufactured goods (a toaster, a washing machine), and not
only high-tech goods or immaterial goods.

Both arguments signal that much more complex understandings are needed of the parameters and
conditionalities of knowledge economies, and of its implications for urban and regional development.
There are policy implications for each of these arguments, and they can go in unexpected directions or
directions that do not correspond to many of the widespread notions about the knowledge economy
and the policies that seek to promote it.

3. Scaling and its consequences

Moving from the scale of the city to that of an urbanized region alters the analytics. A region
easily contains sites that evince agglomeration economies and sites that offer the option of geographic
dispersal of activities. Beyond this, questions of power and inequality play out rather differently when
regions and cities are compared. To sharpen the focus, the discussion in this section of the paper is



confined to global cities and global-city regions. The concept of the global-city region adds a whole
new dimension to questions of territory and globalization.® This type of comparison illustrates some of
the issues developed in the more analytic discussion of the preceding sections. And it makes the
argument in a more descriptive manner, so even if a reader rejects the analytics of the preceding
section it still leaves room for the empirics.

A first difference concerns the question of territory. The territorial scale of the region is far more
likely to include a cross-section of a country's economic activities than the scale of the city. For
instance, it is likely to include as key variables manufacturing and a range of standardized economic
sectors that are at the heart of the national economy. This, in turn, brings with it a more benign
manifestation of globalization. The concept of the global city introduces a far stronger emphasis on
strategic components of the global economy, typically subject to extreme agglomeration economies in
top level management functions and specialized corporate servicing; this in turn can lead to extreme
forms of power and inequality in the global city. Secondly, the concept of the global city will tend to
have a stronger emphasis on the networked economy because of the nature of the industries that tend
to be located there: finance, media, and other specialized services. And, thirdly, it will tend to have
more of an emphasis on economic and spatial polarization because of the disproportionate demand for
very high and very low income jobs in these cities compared with what would be the case for the
region which would have far more middle range firms and workers.

Overall, the concept of the global city is more attuned to questions of power and inequality. The
concept of the global-city region is more attuned to questions about the nature and specifics of broad
urbanization patterns, a more encompassing economic base, more middle sectors of both households
and firms, and hence to the possibility of having a more even distribution of economic benefits under
current economic growth dynamics, including economic globalization. In this regard, it could be said
that the concept of the global-city region allows us to see the possibilities for a more distributed kind
of growth, a wider spread of the benefits associated with economic growth, including growth resulting
from globalization.

Secondly, both concepts have a problem with boundaries of at least two sorts, the boundary of the
territorial scale as such and the boundary of the spread of globalization in the organizational structure
of industries, institutional orders, places, and so on. In the case of the global city this paper has opted
for an analytic strategy that emphasizes core dynamics rather than the unit of the city as a container —a
container being an entity that requires territorial boundary specification. Emphasizing core dynamics
and their spatialization (in both actual and digital space) does not completely solve the boundary
problem, but it does allow for a fairly clear trade-off between emphasizing the core or center of these
dynamics and their spread institutionally and spatially. It is possible to deal with both sides of this
trade-off: by emphasizing, on the one side of the trade-off, the most advanced and globalized
industries, such as finance, and, on the other side, how the informal economy (typically seen as local)
in major global cities is articulated with some of the leading industries.

A third difference is the emphasis on competition and competitiveness, much stronger in the
global-city region construct. The nature itself of the leading industries in global cities strengthens the
importance of cross-border networks and specialized divisions of functions among cities in different
countries and/or regions rather than inter-national competition per se. Further, though competitiveness
is a necessary condition, it is far less prominent in these sectors which tend to flag “talent” as their key
rather than competence, than it would be in developing regional rapid rail where the question of

3. For a development of this concept see Scott, A. J. 2001. Global CityRegionsOxford: Oxford University
Press



competence (rather than speculative talent, for instance) is essential. Global finance and the leading
specialized services catering to global firms and markets --law, accounting, credit rating,
telecommunications-- constitute cross-border circuits embedded in networks of cities, each possibly
part of a different country. It is a de-facto global system, centered in more than competition and
competitiveness.

The industries that will tend to dominate global-city regions are less likely to be networked along
these lines. For instance, in the case of large manufacturing complexes, and of final and intermediate
consumption complexes, the identification with the national is stronger and the often stronger
orientation to consumer markets brings to the fore the question of quality, prices and the possibility of
substitution. Hence competition and competitiveness are likely to be far more prominent. Further, even
when there is significant off-shoring of production and in this regard an international division of
production, as in the auto industry, this type of internationalization tends to be in the form of the chain
of production internal to a given firm, which today can cross borders. Insofar as most firms still have
their central headquarters associated with a specific region and country, the competition question is
likely to be prominent and, very importantly, sited --i.e. it is the US versus the Japanese auto
manufacturers, though even this is changing.

The question of the competitiveness of a region is deeply centered in its conventional
infrastructure -transport of all sorts, water and electricity supply and distribution, airports, and so on.
To some extent this is also a crucial variable in the case of global cities, but it is a far more specialized
type of infrastructure in the latter. The regional scale brings to the fore questions of public transport,
highway construction, and kindred aspects in a way that the focus on global cities does not. Again, it
reveals to what extent a focus on the region produces a more benevolent representation of the impacts
of the global economy. A focus on the regional infrastructure is far more likely to include strong
consideration of middle class needs. In contrast, a focus on the global city will tend to bring to the fore
the growing inequalities between highly provisioned and profoundly disadvantaged sectors and spaces
of the city, and hence questions of power and inequality.

A fourth difference, connected to the preceding one, is that a focus on networked cross-border
dynamics among global cities also allows us to capture more readily the growing intensity of such
transactions in other domains --political, cultural, social, criminal.* There is growing evidence of
greater cross-border transactions among immigrant communities and communities of origin and a
greater intensity in the use of these networks once they become established, including for economic
activities that had been unlikely until now. There is also evidence of greater cross-border networks for
cultural purposes, as in the growth of international markets for art and a transnational class of curators;
and for non-formal political purposes, as in the growth of transnational networks of activists around
environmental causes, human rights, and so on. These are largely city-to-city cross-border networks,
or, at least, it appears at this time to be simpler to capture the existence and modalities of these
networks at the city level. The same can be said for the new cross-border criminal networks. Dealing
with the regional scale does not necessarily facilitate recognizing the existence of such networks from
one region to the other. It is far more likely to be from one specific community in a region to another
specific community in another region, thereby neutralizing the meaning of the region as such.

One key implication of this comparison is the need to control for some of the inevitable
differences that are a function of scale per se. There is a risk of reifying the spatial organization of a
bounded terrain, whether that is a city, a region or a megaregion. Comparing a city and a region does
add important information to our effort of understanding the variability of location and of the

4. See, for instance, Hagedorn, John, ed. 2004. Gangs in the Global City: Exploring Alternatives to
Traditional Criminology. Chicago: University of Illinois at Chicago



advantages of proximity. But it is also a fact that the reality of a mega-region may well rest on
dynamics that underlie both of these —city and region.

Part of the task of specifying mega-regions needs to get at these sharp differences within a region
and at the possibly shared dynamics underlying these differences: thus the multipolarity and
geographic dispersal that characterize these mega-regions may in part also feed agglomeration
economies in these regions’ cities arising precisely out of that dispersal. A critical question is whether
some of these diverse formations -- multipolarity, dispersal, agglomeration -- can be re-regionalized.
This can take two forms, one more elementary and one more complex. The elementary one is
increasing the range of formations that could be incorporated within a mega-region, rather than only
thinking in terms of the high-end of an economic sector or a firm’s operations, as is often done. The
complex form is to increase the range of formations that are part of a given growth sector or a firm’s
multi-sited chain of operations. Such a re-regionalizing of the components of economic growth could
emerge as a major advantage of megaregions.

4. Mega-regions

The paper seeks to identify possible types of intraregional economic interactions that could be
enabled by the mega-regional scale. The concern is to understand two things. First, whether such
interactions might mean moving beyond economic planning styles that search to capture only the most
advanced economic sectors, such as “knowledge economies” and begin to find value in areas within a
region that are not advanced economic spaces. Second, whether this might in turn give mega-regions
particular advantages in today’s global economy. If both of these are indeed the case, it is useful to
ask whether and how novel types of mega-regional coordination and governance could be helpful. The
central effort is to take the benefits of mega-regions beyond the familiar scale economies.

One critical dimension in this effort is to examine whether a mega-region is a scale that can
benefit from the fact that our complex economies evince diverse types of agglomeration economies
and geographic setting, from very high (e.g. the specialized advanced corporate services) to fairly
modest (e.g. suburban office parks and labor-intensive low-wage manufacturing). A mega-region can
incorporate this diversity into a single economic mega zone. Indeed, in principle, it could create
conditions for the return of particular (not all) activities now outsourced to other regions or to foreign
locations. This would expand the project of optimizing growth beyond the usual preference for state
of the art sectors (such as office and science parks) and include a greater diversity of economic sectors.
A second critical dimension examined concerns the growth effects resulting from the interactions of a
firm’s diverse types of sites: from the perspective of a mega-region this would mean having both a
firm’s top level headquarters and its low-cost routine work adds yet another specific source of growth
for the region, one beyond the mere sum of the jobs involved.

One way of specifying some of this empirically is to establish whether agglomeration economies
(not just urbanization economies) matter for developing the spatial organization of a mega-region.
Examining the question of agglomeration economies in the current period is framed by two facts that
are potentially in tension with each other. On the one hand, the new information technologies enable
firms to disperse a growing range of their operations, whether at the metro, regional, or global level,
without losing system integration;” this has the potential to reduce(though not eliminate) the benefits
of urbanization economies for such firms. On the other hand, the evidence clearly shows the

5. For one of the best data sets on the dispersal at the global scale of the operations of firms in corporate
services see Globalization and World Cities Study Group and Network (GAWC.) 1998.
http://www.lboro.ac.uk/departments/gy/research/gawc.html




urbanizing and densifying of massive regions, including scale-ups to the mega-regional level as
identified for instance by RPA for the case of the U.S.°

The paper first addresses the most extreme instance -- globalized firms with considerable
digitization of their production process and their outputs. In this case there are conceivably fewer and
fewer agglomeration advantages, especially for the most advanced sectors, typically high-value
producing, able to buy the latest technologies, and highly globalized, that is, with multiple operations
across the world.

Contesting this technologically driven explanation, the paper describes how and why precisely
these firms are subject to extreme agglomeration economies in some —not all—of their components.”
This fact matters for understanding mega-regional advantage because mega-regions also contain
extremely dense cities with diverse resources and types of talent. A second implication for the mega
region is that the “multi-sited” character of the leading economic sectors includes cities as one key
site, but these advanced sectors also have other sites -- some marked by medium and even low or no
agglomeration economies, with some economies of scale, but strong preferences for low-cost, often
underdeveloped areas.

What gives this added meaning is a third implication for the mega-regional scale which has to do
with the growth effects resulting from interactions of a firm’s diverse types of sites: a firm’s central
headquarter functions expand as a result of that multi-sidedness (whether national or global).® This is a
growth potential that builds on the second point above in that the co-presence of a firm’s top level
headquarters and low-cost routine work adds yet another specific source of growth for a mega region
that contains both; that is to say, this is a growth effect that goes beyond the mere addition of jobs
resulting from that mega region capturing more sites of a firm’s chain of operations.

Now the question becomes: Can a mega region seek to accommodate a larger range of the
operations constituting a firm’s value chain —from those subject to agglomeration economies to those
that do not evince such economies? Practically speaking this points to the possibility of bringing into
(in some cases, back to) a mega region some of the services and goods now produced offshore to get at
lower wages and less regulations. Can these be reinserted in the low-growth, low-cost areas of a mega
region? What type of planning would it take, and can it be done so as to optimize the benefits for all

6. RPA report-full cite

7. A parallel issue here, not fully addressed in this paper, is the articulation of technical connectivity with
social connectivity. See, for instance, Garcia, D. Linda. 2002. “The Architecture of Global
Networking Technologies.” In Global Networks/Linked Cities, edited by Saskia Sassen. New York
and London: Routledge, p. 39-69.

8. This is a type of agglomeration economy that characterises global cities, but it can also be applied to
national or regional scales. The hypothesis was that the greater the capabilities for geographic
dispersal a firm has, the higher the agglomeration economies it is subject to in some of its
components, notably top level headquarter functions.(See The Global City. Princeton: Princeton
University, 2001, 2™ ed.; original edition 1991: New Preface) for a brief explanation of the nine
hypotheses that specify the global city model. It is the most specialized functions pertaining of the
most globalized firms which are subject to the highest agglomeration economies. The complexity of
the functions that need to be produced, the uncertainty of the markets such firms are involved in, and
the growing importance of speed in all these transactions, is a mix of conditions that constitutes a new
logic for agglomeration; it is not the logic posited in older models, where weight and distance (cost of
transport) are seen to shape agglomeration economies. The mix of firms, talents, expertise in a broad
range of specialized fields, makes a certain type of dense environment function as a strategic
knowledge economy wherein the whole is more than the sum of (even its finest) parts.



involved, not only firms, but also workers and localities? This would expand the project of optimizing
growth beyond the usual suspects — office and science parks being one notable example — and move
across far more diverse economic sectors. It would use the lever of the mega regional scale to provide
diverse spaces catering to different types of activities, ranging from those subject to high to those
subject to low agglomeration economies. And, finally, the mega regional scale would help in
optimizing the growth effect arising from the interactions of some of these diverse agglomeration
economies. This growth effect would be optimized by re-regionalizing some of the low-cost
operations of firms today spread across the country and/or the world.

If this type of thesis does indeed capture a potential of mega regions, it would be the making of
new economic history. The possibility of this type of potential is easily obscured by the prevalence of
national level economic indicators, data sets, and policies. Identifying the mega region produces an
intermediate level, one that even though partly dependent on national macro-policies also inserts a far
more specific set of issues into the economic picture.® A mega region can combine a very large share
of the diverse economies that are very much part of our current era. And it can incorporate growth
effects arising from the interactions of some of these diverse economies.

This way of thinking about the mega regional scale raises the importance of planning and
coordination to secure optimal outcomes for all parties involved, including the challenge of securing
the benefits firms are after when they disperse their operations to low wage areas. This would work for
some types of economic sectors and types of firms, not for all. Some activities that have been
outsourced to other countries have not worked out and have been repatriated —they range from airline
sales agents to particular types of design work in industries as diverse as garments and high-tech. But
many of these outsourced activities are doing fine as far as the firms are concerned. Research and
specific policies are needed to establish the what, how and where of the advantages for the pertinent
firms of accessing low-wage workers in the US; this includes understanding how location of these
low-cost components in the megaregion where a given firm is headquartered could compensate for
higher costs. This may require megaregional investment in developing low-cost areas for such jobs — a
kind of rural enterprise zone.

There is possibly a positive macro-level effect from repatriating some of these jobs if a race to the
bottom can be avoided and a certain level of consumption capacity secured via reasonable wages or
particular indirect subsidies. This brings a specific positive effect for a mega region’s less developed
areas insofar as lower-wage households tend to spend a much larger share of their income in their
place of residence —they lack the investment capital of upper income strata who can wind up allocating
most of their income on overseas investments. Finally, this is also one element in the larger challenge
of securing more equitable outcomes.™ It is important to ask about the distributive effects of the

9. The region, the metro area and the city are scalings that enable research to capture the many highly
specialized cicuits that are comprised by “the” global economy. Different circuits contain different
groupings of regions and cities. Viewed this way, the global economy becomes concrete and specific,
with a well defined geography. Goods and services are redistributed to a vast number of destinations,
no matter how few the points of origin are in some cases. With globalization, this capacity to
redistribute globally has grown sharply). By focusing on a scale such as the region and on the diverse
types of economic spaces it contains, it is possible to capture multiple of these points of redistribution,
as well as points of origin. For a definitive treatment of some of these issues as they apply to service
industries see Peter J. Taylor. 2003. World City Network: A Global Urban Analysis. New York:
Routledge

10. For an analysis of options see Henderson, Jeffrey. 2005. “Governing growth and inequality: the continuing
relevance of strategic economic planning.” Pp. 227-36 in Towards a Critical Globalization Studies, edited by R.
Appelbaum and W. Robinson. New York: Routledge



current configuration and of (potentially) optimized outcomes as described in this paper; there is
sufficient evidence of how extreme ill distribution of the benefits of economic growth is not desirable
in the long run.

These ways of specifying the meaning of a mega region (or a region) take us from a “packaging”
approach to a more dynamic concept of the mega region: beyond urbanization advantages, a mega
region may well turn out to be a sufficiently large scale to optimize the benefits of containing multiple
and interacting agglomeration economies.

5. Proximity and its advantages: does it hold for mega regions?

Today’s information technologies and communication capabilities can deliver system integration
no matter how far-flung the operations of a firm or sector might be. If all firms and sectors can
buy/use these technologies to reduce or neutralize agglomeration economies/advantages, the result
would be a decline in the benefits of locations that deliver agglomeration economies, most notably
global cities. Such a decline would be further strengthened by the possibility of rising shares of e-
commuters -- working online from home.

In its most extreme version this scenario suggests that the advantages of locating in a mega-
region would be limited to urbanization economies. Firms need to locate somewhere and so do their
workers, so why not a mega region; and, secondly, regardless of whether there are or not specific
mega regional locational advantages, there would be a demand for local suppliers of final and
intermediate goods and services that need to be produced in situ —that cannot be imported from far
away, or at least not yet. The fact itself of population growth --a fact in most of the RPA mega
regions -- is enough to feed this type of demand.

Under these conditions, the specificity of megaregional locational advantages comes down to the
fact that there is a market, or rather a whole range of markets for needed goods and services, both final
and intermediate. Transport, housing, office buildings, factory buildings, and so on, all meet a real
demand by households, governments and their multiple instances, from schools to courts, institutions
of all sorts, and firms. As populations and distances grow, novel types of demand emerge: for speed-
rail, super highways, more diversity in the housing supply. No matter how complex the components of
this final and intermediate demand, this is, in some ways, a very elementary version of the advantages
of the mega regional scale.

The starting point is that location is a variable. The firm that can replace agglomeration
advantages with the new information technologies represents one extreme case on the location
variable: it evinces minor if any agglomeration economies. The fact of population growth and the
associated need for housing and all that comes with it, is in many ways the same type of point on that
variable; the difference is that it is subject to urbanization advantages. At the other end of these two
cases is high agglomeration economies; this is well-established for very specialized branches of global
finance and the most innovative branches of high-tech industries, with global cities and silicon valleys
the respective emblematic spatial forms.

The advantages of location in a mega region in these three diverse types of instances need to be
empirically specified. In the first two cases the particular advantage is some very broad, and
geographically expanded, notion of urbanization advantages -- the bundle of infrastructures, labour
markets, buildings, housing, basic institutional resources, and amenities. In a mega region these
advantages spread over a vast geographic terrain, engendering its own specific components of final
and intermediate demand, e.g. rapid-transit systems.
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The question then becomes how to enhance these urbanization advantages, how to avoid excess
growth/expansion/spread and its negative effects on congestion, prices, costs, etc. Whether markets or
planning are the desirable instruments to optimize “urbanization” economies (broadly understood in
that they include not only urban locations) will depend on a range of variables. One potentially
innovative line of analysis here is the extent to which the mega region enables novel ways of handling
negative externalities.

On the other hand, in the case of sectors subject to agglomeration economies, it may well be the
case that the mega region does not contain distinctive advantages over other scales, notably cities and
metro areas. What these sectors seem to need is a bundle of resources that correlate with high-density,
and, at its extreme, very dense central places —such as global cities and silicon valleys. The question
then becomes whether there is one or several specific types of agglomeration economies that can
develop, and be enhanced, at the scale of the mega region. Mega regions contain high-density
locations; a firm subject to agglomeration economies may well find the mix of highly specialized
diverse resources it needs in one of those locations. But does it need a whole mega region attached to
that location?

Here, a new theoretical and empirical territory opens up. One critical hypothesis developed for
the global city model is that insofar as the geographic dispersal of the operations of global firms
(whether factories, offices, or service outlets) feeds the complexity of central headquarter locations,
the more globalized a firm the higher the advantages its headquarters derive from central locations (see
footnote 6)."* One inference is that the advantage of a mega regional scale is that it could, in principle,
contain both the central headquarters and at least some of those dispersed operations of global firms.
In other words, is a mega region a scale at which such firms can actually also “outsource jobs” and
suburbanize headquarter functions -- both in search of cheaper costs -- and benefit from the region’s
major city(s), including in some cases, global cities, or cities with significant global-city functions.

Can mega regions deliver particular advantages if they can also contain some of the
geographically dispersed operations of a firm? The evidence shows that increasingly the spatial
organization of firms and economic sectors contains both points of spatial concentration and points of
dispersal. Further, the evidence also shows that in many cases these points of spatial concentration
contain segments in a firm’s chain of operations that evince rather strong agglomeration economies.
One underlying (and disciplining) trend here, becoming visible already in the 1970s, is that spatial
concentration is costlier for many firms so that the push is to disperse whatever operations can be
dispersed; this contrasts with earlier periods when even large headquarters kept all functions in one
place. This dispersal of a firm’s operations can be at a regional, national and/or global level, and
agglomerations might vary sharply in content and in the specifics of the corresponding spatial form.*?
For instance, just to refer to US cases, Chicago’s financial center, Los Angeles’ Hollywood, Northern

11. But there is a caveat. A second key hypothesis used to specify the global city model is that the more
headquarters actually buy some of their corporate functions from the specialized services sector rather
than producing them in house, the greater their locational options become. Among these options is
moving out of global cities, and more generically, out of dense urban environments. This is an option
precisely because of the existence of a networked specialized producer services sector that can
increasingly handle some of the most complex global operations of firms and markets. It is precisely
this specialized capability to handle the global operations of firms and markets that distinguishes the
global city production function in my analysis, not the number per se of corporate headquarters of the
biggest firms in the world, as is often suggested.

12. One of the best and most detailed analysis comparing two different formats for high-tech districts is
Saxenian, Anna-lee. 1996. Regional Advantage: Culture and Competition in Silicon Valley and Route
128. Cambridge, MA: Harvard University Press.
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California’s Silicon Valley, each deliver agglomeration economies to firms and sectors which also
contain often vast geographic dispersal of some of their other operations.

A focus on the fact that much economic activity contains both spatial concentration and trans-
local chains of operations helps us situate the specifics of a city, a metro area, or a mega region in a far
broader systemic condition, one that might include both points subject to sharp agglomeration
economies and points that are not -- where geographic dispersal is an advantage. What the mega
region offers in this context is a bigger range of types of locations than a city or a metro area -- from
locations subject to high agglomeration economies all the way to locations where the advantage comes
from dispersal.

Taking it a step further, most globalized and innovative firms were characterized by the fact that
agglomeration economies are themselves partly a function of dispersal. That is to say, the more
globalized and thus geographically dispersed a firm’s operations, the more likely the presence of
agglomeration economies in particular moments (the production of top-level headquarter functions) of
that firm’s chain of operations.”* For the purposes of this essay, it underlines the fact of a single
dynamic with diverse specializations, i.e. both agglomeration and dispersal, across diverse geographic
scalings; a mega region would then conceivably be a scaling that can incorporate these different
settings.

One way of specifying some of this empirically is to posit a direct relation between growth in a
mega region’s locations for dispersed economic activities and locations for activities subject to high
agglomeration economies. The more the former grow, the more the latter will also grow. The trick is
then to maximize the co-presence in a given mega region of these two types of locations. It is
important to notice that this also sets limits to the advantages of urbanization economies. The latter
turn out to be a curve: they grow with scale, but up to a point. That point is typically specified in terms
of negative externalities. But what the analysis here suggests is that this point can also be specified in
terms of the economic losses derived from not allowing the “development” of dispersal locations;
since this means locations where firms can send their low-wage jobs requiring little education, it
clearly goes against the prevailing aims of most places, which is to get high-wage, high-capital
intensive jobs. Finally, if what is today the point on the curve where familiar negative externalities set
in (e.g. excess congestion) can be made to coincide with that development of “dispersal locations™ for
firms, an advantage could be made out of what is now a disadvantage.

In practical terms there are, clearly, massive challenges for a mega region to achieve this type of
co-presence — maximizing the extent to which a mega region can contain both the agglomeration and
dispersal segments of a firm’s chain of operations. For one, it is a counter-sensical, counterintuitive
proposition. It is not easy to see why a mega region’s highly dynamic economic spaces (the central
areas of its global cities and silicon valleys), anchored by the headquarters of global and national
firms, might actually be partly fed and strengthened by developing the “dispersal locations” of those
same firms. Thinking of developing such “dispersal locations” as one way of making the most of
negative externalities might make it more acceptable to the sceptics —you might as well go for
activities that benefit from geographically dispersed arrangements once you hit excess congestion
disadvantages. But one option at this point is of course such items as golf courses and ex-urban luxury
housing. This is an argument that could be countered since mega regions tend to contain much land

13. And, indeed, certain very contemporary forms of dispersal are a function of particular capacities
developed in settings marked by high agglomeration economies (exemplified by global cities). And
they are not only happening in the narrowly understood sphere of the economy: it is possible to
identify the growth of an international curatorial class, and major museums allowing their most valued
collections to go on tour in a foreign country.
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that is not optimal for such uses, but that could be optimal for developing “dispersal locations;”
further, and critical to some of my substantive concerns for disadvantaged areas, these could benefit
from such development, if a race to the bottom is avoided.

The mega region can then be seen as an interesting scalar geography: it can contain some of the
dispersals of a firm’s operations that feed these new kinds of agglomeration economies. It would
suggest that strategic regional planning could aim at maximizing the combination of different
locational logics. It is this combination that in my view marks the specificity of the “project”
contained in the notion of the mega region. This kind of region cannot be looked at simply as an
outcome: there it is, and let’s then find a packaging that brings a lot of this together under one
umbrella. As a term, mega region has a certain passivity attached to it. Mega regional agglomeration
economies, on the other hand, is a notion that captures a dynamic that produces outcomes. This in turn
opens up a research agenda: for instance, to understand at what territorial scales such economies are
enhanced or become weaker. Mega region is, however, a catchy term, describing a self-evident
condition, and in that sense is an acceptable and digestible term (something that cannot be said about
mega regional agglomeration economies).

The hypothesis here could be framed as follows: The more an urban region is being shaped by the
new economic dynamics, the more its spatial organization will involve agglomeration economies as a
function of geographic dispersal of economic activities under conditions of systemic integration, no
matter the scale —regional, national or global.

The next section examines one critical aspect of such co-presence: does geographic dispersal feed
agglomeration economies? The extreme case is taken into account -- the most digitized and globalized
firms -- as a natural experiment to understand the parameters of the articulation between geographic
dispersal and agglomeration economies, and what it would mean to regionalize this articulation.

6. Does geographic dispersal feed agglomeration economies?

A good starting point is to focus on why the most advanced firms of the knowledge economy are
subject to what seem often extreme agglomeration economies, even when they function in electronic
markets and produce digitized outputs. Another way to ask it is by focusing on the most globalized
and digitized of all knowledge sectors: Why does global finance need financial centers? Or, more
generally, why do highly specialized global corporate services that can be transmitted digitally thrive
in dense downtowns? This means inserting place in an analysis of knowledge economies that are
usually examined in terms of their mobility and space-time compression. Looking at the knowledge
economy, and more broadly, global firms, from the optic of regions, cities, or metro-areas, brings in
different variables."

Much is known about the wealth and power of today’s global firms. Their ascendance in a
globalizing world is no longer surprising. Similarly, with the new information and communication
technologies, much attention has focused on their enormous capacities for world-wide operations
without losing central control. Less clear is why cities or regions should matter for global firms,
particularly global firms that are rich enough to buy whatever the technical innovations that free them
from place, its frictions, and its costs. There are several logics that explain why cities matter to the

14. This spatial lens is also to be distinguished from the more common angle of firms and markets (see,
for example, Dieter Ernst. 2005. “The New Mobility of Knowledge: Digital Information Systems and
Global Flagship Networks.” pp. 89-114 in Digital Formations: IT and New Architectures in the
Global Realm, edited by Robert Latham and Saskia Sassen. Princeton: Princeton University Press.
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most globalized (dispersed) and digitized firms and sectors in a way they did not as recently as the
1970s. Here three of these logics are taken into account.*

The first one is that no matter how intensive a user of digital technology a firm is, its operational
logic is not the same as the engineer’s logic for designing that technology. Confusing these two
potentially very diverse logics has produced a whole series of misunderstandings. When the new
information and communications technologies (ICTs) began to be widely used in the 1980s, many
experts “forecasted” the end of cities as strategic spaces for firms in advanced sectors. Many
routinized sectors did leave cities and many firms dispersed their more routine operations to the
regional, national and global scale. But the most advanced sectors and firms kept expanding their top-
level operations in particular types of cities.

Why were those experts so wrong? They overlooked a key factor: when firms and markets use
these new technologies they do so with financial or economic objectives in mind, not the objectives of
the engineer who designed the technology. The logics of users may well thwart or reduce the full
technical capacities of the technology.'® When firms and markets disperse many of their operations
globally with the help of the new technologies, the intention is not to relinquish control over these
operations. The intention is to keep control over top level matters and to be capable of appropriating
the benefits/profits of that dispersal.'” Insofar as central control is part of the globalizing of activities,
their top-level headquarter functions actually have expanded because it is simply more complicated
and riskier to function in 30 or 50 or more countries, each with distinct laws, accounting rules, and
business cultures.

As these technologies are increasingly helpful in maintaining centralized control over globally
dispersed operations, their use has also fed the expansion of central operations. The result has been an
increase in high-level office operations in major cities and a growth in the demand for high-level and
highly-paid professional services, either produced in-house or bought from specialized service firms.
Thus the more these technologies enable global geographic dispersal of corporate activities, the more
they produce density and centrality at the other end — the cities where their headquarter functions get
done.

A second logic explaining the ongoing advantages of spatial agglomeration has to do precisely
with the complexity and specialization level of central functions. These rise with globalization and
with the added speed that the new ICTs allow. As a result global firms increasingly need to buy the
most specialized financial, legal, accounting, consulting and other such services. These service firms
get to do some of the most difficult and speculative work. It is increasingly these corporate service
firms that evince agglomeration economies, as their work benefits from being in complex
environments that function as knowledge centers because they contain multiple other specialized firms
and high level professionals with worldwide experience. Cities are such environments —with the forty

15. For a full development of this subject please see Sassen 2006a (Territory, Authority, Rights: From
Medieval to Global Assemblages. Princeton, NJ: Princeton University Press ): chs. 5 and 7; 2001 (op.
cit.).

16 . For a detailed explanation of this thwarting of technical logics by the economic, financial, or for that

matter cultural and political logics of users see Sassen 2006a (op.cit): ch 7

17. Today’s multinationals have over one million affiliates worldwide. Affiliates are but one mode of
global operation. For empirical details about the range of formats of global operations see Sassen
2006b. Cities in a World Economy 3rd.ed. Sage/PineForge): ch.2; Taylor, Peter J. 2004. World City
Network: A Global Urban Analysis. New York: Routledge; World Federation of Exchanges. 2007.
“Annual Statistics for 2006.” Paris: World Federation of Exchanges, (and annual updates).
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plus global cities in the world the most significant of these environments, but a growing number of
other cities strong in particular elements of such environments. In brief, cities or central places provide
the social connectivity which allows a firm to maximize the benefits of its technological
connectivity.*®

A third logic concerns the meaning of information in an information economy. There are two
types of information. One is the datum, which may be complex yet is standard knowledge: the level at
which a stock market closes, a privatisation of a public utility, a bankruptcy. But there is a far more
difficult type of "information," akin to an interpretation/evaluation/judgment. It entails negotiating a
series of data and a series of interpretations of a mix of data in the hope of producing a higher-order
datum. Access to the first kind of information is now global and immediate (even if often for a high
fee) from just about any place in the highly developed world and increasingly in the rest of the world
thanks to the digital revolution.

But it is the second type of information that requires a complicated mixture of elements -- the
“social infrastructure” for global connectivity -- which gives major financial centers a leading edge.
When the more complex forms of information needed to execute major international deals cannot be
gotten from existing data bases, no matter what one can pay, then one needs to make that information;
it becomes part of the production process in specialized corporate service firms, including financial
services both as service providers and as firms in their own right. That making includes as a critical
component interpretation, inference, and speculation. At this point one needs the social information
loop and the associated de facto interpretations and inferences that come with bouncing off
information among talented, informed people. It is the importance of this input that has given a whole
new importance to credit rating agencies, for instance. Part of the rating has to do with interpreting and
inferring. When this interpreting becomes "authoritative" it becomes "information™ available to all. For
specialized firms in these complex domains, credit ratings are but one of these inputs; the making of
authoritative information needs to be part of a production process, either in-house or bought from
specialized firms. This process of making inferences/interpretations into "information" takes an
exceptional mix of talents and resources. Cities are complex environments that can deliver this mix.

The key implication of this analysis for mega regions is the possibility of containing both (at least
some of) the dispersed operations of a given firm and the central headquarter operations. The feedback
effects of containing both can be significant, feeding simultaneously growth in a mega region’s low-
cost possibly marginal areas and in its global cities, or cities that are national business centers.

7. The ongoing importance of central places

Cities have historically provided national economies, polities and societies with something that
can be thought of as centrality. The usual urban form for centrality has been density, specifically the
dense downtown. The economic functions delivered through urban density in cities have varied across
time. But it is always a variety of agglomeration economies, no matter how much their content might
vary depending on the sector involved. While the financial sector is quite different from the cultural
sector, both evince agglomeration economies; but the content of these benefits can vary sharply. One
of the advantages of central urban density is that it has historically helped solve the risk of insufficient
variety. It brings with it diverse labor markets, diverse networks of firms and colleagues, massive
concentrations of diverse types of information on the latest developments, diverse marketplaces. The
new information and communication technologies (ICTs) should have neutralized the advantages of

18. For a detailed examination of the importnace of the subnational scale for a global market, see Harvey,
Rachel. 2007. “The Sub-National Constitution of Global Markets.” In Deciphering the Global: Its
Spaces, Scales and Subjects. Edited by S.Sassen. New York and London: Routledge
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centrality and density. No matter where a firm or professional is, there should be access to many of the
needed resources. But in fact, the new ICTs have not quite eliminated the advantages of centrality and
density, and hence the distinct role of cities for leading global firms.*

Even as much economic activity has dispersed, the centers of a growing number of cities have
expanded physically, at times simply spreading and at times in a multi-nodal fashion. The outcome is a
new type of space of centrality in these cities and their metro-areas: it has physically expanded over
the last two decades, a fact that can actually be measured, and it can assume more varied formats. The
geographic terrain for these new centralities is not always simply that of the downtown; it can be
metropolitan and even regional. In this process, the geographic space in a city or metro area that
becomes centralized often grows denser as measured in number of firms, though not necessarily
households, than it was in the 1960s and 1970s. This holds for cities as different as Zurich and
Sydney, Sao Paulo and London, Shanghai and Buenos Aires. (But population density is not
necessarily the best indicator of this type of density)

The global trend of expanded newly built and rebuilt centralized space suggests an ironic turn of
events for the impact of ITCs on urban centrality. Clearly, the spatial dispersal of economic activities
and workers at the metropolitan, national and global level that began to accelerate in the 1980s
actually is only half the story of what is happening. New forms of territorial centralization of top-level
management and control operations have appeared alongside these well-documented spatial dispersals.
National and global markets as well as globally integrated operations require central places where the
work of globalization gets done, as analyzed in the preceding section.

Centrality remains a key feature of today's global economy. But today there is no longer a simple
straightforward relation between centrality and such geographic entities as the downtown, or the
central business district (CBD). In the past, and up to quite recently in fact, centrality was synonymous
with the downtown or the CBD. Today, partly as a result of the new ICTs, the spatial correlates of the
“center” can assume several geographic forms, ranging from the CBD, the metro area, to the new
global grid comprising global cities.?’

Particular urban, metro and regional spaces are becoming massive concentrations of new
technical capabilities. A growing number of buildings are the sites for a multiplication of interactive
technologies and distributed computing. And particular global communication infrastructures are
connecting specific sets of buildings worldwide, producing a highly specialized interactive geography,
with global firms willing to pay a high premium in order to be located in it. For instance, AT&T’s
global business network now connects about 485,000 buildings worldwide; this is a specific
geography that actually fragments the cities where these buildings are in as you need to be in a
“member” building to access the network. The most highly valued areas of global cities, particularly
financial centers, now contain communication infrastructures that can be separated from the rest of the
city, allowing continuous upgrading without having to spread it to the rest of the city. And they
contain particular technical capabilities, such as frame relays, which most of the rest of the city does
not. Multiplying this case for thousands of multinational firms begins to give us an idea of this new
inter-city connectivity, largely invisible to the average resident.

19. See, for instance Rutherford, Jonathan. 2004. A Tale of Two Global Cities: Comparing the
Territorialities of Telecommunications Developments in Paris and London. Aldershot, UK and
Burlington, VT: Ashgate

20. For a full development of these patterns see Sassen 2006b (op.cit.): ch.5
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One question is whether some of these trans-local operations are actually located within some of
the mega regions that concern this essay. This is an empirical question, but one with policy/planning
implications. Similarly, if these globally networked spaces of centrality are seen as platforms for
global operations of firms and markets, it is important to ask what components of these platforms are
contained within a given mega-region. Finally, these platforms consist of a variety of specific
geographic sub-national spaces but also electronic spaces. Hence it is important to ask what are the
implications for mega regions of the fact that a growing number of sub national scales -- from cities to
precisely such mega regions -- emerge as strategic territories that contribute to articulate a new global
political economy, and new national and regional political economies.

8. Cross border networks: an urbanised spatial form.

One way of thinking about the global economy is in terms of the many highly specialized circuits
that make it up. Different circuits contain different groups of countries and cities. Viewed this way, the
global economy becomes concrete and specific, with a well defined geography. Globally traded
commodities -- gold, butter, coffee, oil, sunflower seeds -- are redistributed to a vast number of
destinations, no matter how few the points of origin are in some cases. With globalization, this
capacity to redistribute globally has grown sharply.

These circuits are multidirectional and criss-cross the world, feeding into inter-city geographies
with both expected and unexpected strategic nodes. For instance, New York is the leading global
market to trade financial instruments on coffee even though it does not grow a single bean. But a far
less powerful financial center, Buenos Aires, is the leading global market to trade financial
instruments on sunflower seeds. Cities located on global circuits, whether few or many, become part
of distinct, often highly specialised inter-city geographies. Thus if one was to track the global circuits
of gold as a financial instrument, it is London, New York, Chicago, Zurich, that dominate. But if |
track the direct trading in the metal, Johannesburg, Mumbai, Dubai, and Sydney all appear on the map.

This networked system also feeds unnecessary mobilities, because the intermediary economy of
specialized services thrives on mobilities. Thus in the case of the UK economy, a study by the New
Economics Foundation and the Open University of London found that in 2004, the UK exported 1,500
tonnes of fresh potatoes to Germany, and imported 1,500 tonnes of the same product from the same
country; it also imported 465 tonnes of gingerbread, but exported 460 tonnes of the same product; and
it sent 10,200 tonnes of milk and cream to France, yet imported 9,900 tonnes of the same dairy goods
from France.

One way of tracking the global operations of firms is through their overseas affiliates. The top
100 global service firms have affiliates in 315 cities worldwide. For all multinational firms, the figure
jumps to 1 million overseas affiliates.

The global map tightens when financial networks are examined - for instance, when what is
getting traded is not the butter or coffee as such, but financial instruments based on those
commodities. The map of commaodity futures shows us that most financial trading happens in 20
financial futures exchanges. These 20 include the usual suspects, New York and London, but in
perhaps not so familiar roles as well. Thus London, not necessarily famous for its mining, is the largest
futures trader in the metal palladium. But besides these two major financial centers, these 20 also
include Tokyo as the largest trader in platinum, Sao Paulo as one of the major traders in both coffee
and gold, the already mentioned case of Buenos Aires as the major trader in sunseed flowers, and
Shanghai in copper. Finally, some of these centers are highly specialized in unexpected ways: London
controls potatoes futures.
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The map tightens even further when the 73 commodities thus traded are aggregated into three
major groups. Five major global futures exchanges (NYME, LME, CBOT, TCOM and IPE) located in
New York, London, Chicago, Tokyo and concentrate 76% of trading in these 73 commodities futures
traded globally. Aggregated into three major groups, one single market clearly dominates in each. For
agricultural commodities futures, the CBOT (Chicago) controls most global trading, for energy it is
the NYME (New York), and for metals, the LME (London).

This escalation in the capacity to control points to the multiple global economic spaces that are
being generated. Thus the commodities themselves come from well over 80 countries and are sold in
all countries of the world, even as only about twenty financial exchanges control the global
commodities futures trading. This tighter map of commodities futures trading begins to show us
something about the role of cities in today’s globalizing and increasingly electronic economy.

It is here that global cities enter the picture. They are not the places where commodities are
produced but they are the places where commodity futures are invented so as to facilitate the global
trading of these commodities and partly manage some of the associated risks, and they are the places
where these futures are traded. It brings to the fore the distinction between the sites and networks for
producing the actual good, and the sites and networks for managing and coordinating the trading of the
actual good and the financial instruments they support. And it makes concrete what is one of the main
counterintuitive trends evident in today’s global economy: that the more globalized and non-material
the activity (trading in financial instruments), the more concentrated the global map of those activities.

There are other such global maps, beyond commodities, commodities futures, and finance in
general. A focus on the global networks of global service firms, migration flows, and flight patterns,
shows us a far more distributed global map.

9. Global service firms: feeding inter-city geographies.

Mapping the global operations of specialized service firms shows almost the opposite of the sharp
concentration of the financial futures exchanges mentioned above. The servicing operations of these
firms are in demand everywhere. When countries open up to foreign firms and investors and allow
their markets to become integrated into global markets, it is often foreign service firms that take over
the most specialized servicing; it happened in cities as diverse as Buenos Aires and Beijing. This is,
clearly, one particular mapping of interconnectivities among a group of very diverse cities. What
follows is confined to the inter-city connections among 24 cities, rather than the 315 cities in the
original data-set generated by Peter Taylor and his colleagues (2004; see generally the GaWwC website)
who have generously put the data in the public domain (Table C.1). What the numbers capture is the
extent to which these 24 cities are connected through the office networks of these 100 firms. This
information is one microcosm of a pattern that repeats itself over and over with a variety of other types
of transactions, such as the almost meaningless measure of a city with McDonald’s outlets or the
extreme concentration of the commodities futures discussed earlier. Against this background, the
connectivity measures of such office networks are a middle ground, very much a part of the
infrastructure for the new inter-city geographies.

Except for Turin and Lagos, the 24 cities are in the top third of the 315 cities where these firms
either have headquarters or branches. Table 1 shows the overall connectivity of these cities among
themselves for six major corporate services. Five of our cities are among the top 10 of the worldwide
total for the 315 cities where these firms have operations. London and New York stand out in our
sample, as they do in the world generally, with vastly higher levels of connectivity than any other city.
A second rather diverse grouping for our 24 cities includes Tokyo, Milan, Los Angeles and Sao Paulo.
A third grouping includes Mexico City, Jakarta, Buenos Aires, Mumbai, Shanghai, and Seoul. A
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fourth grouping Moscow, Johanesburg, Istanbul, Manila, and Barcelona. A fifth group Caracas,
Bogota, Berlin, Dubai, Cairo. Turin and Lagos are at a considerable lower level of connectivity. Turin,
with the lowest connectivity of the cities, nonetheless houses offices of 14 of these global firms,
pointing to the extent to which these firms network the world, albeit on their specialized and partial
terms.

Table C.1 Select Cities: Ranking and relative global network connectivity among 24 cities (all sectors)*

Rank All service sectors | Gross Connectivity | Proportional Relative global
connectivity network
connectivity **
1 London (LON)** 11,789 0.0874 1.000
2 New York (NEW) 11,524 0.0855 0.978
3 Tokyo (TOK) 8,533 0.0633 0.724
4 Milan (MIL) 7,178 0.0532 0.609
5 Los Angeles (LA) 7,068 0.0524 0.600
6 Sao Paulo (SAO) 6,561 0.0487 0.557
7 Mexico City (MEX) 5,824 0.0432 0.494
8 Jakarta (JAK) 5,782 0.0429 0.490
9 Buenos Aires (BUE) | 5,779 0.0429 0.490
10 Mumbai (MUM) 5,579 0.0414 0.473
11 Shanghai (SHA) 5,293 0.0393 0.449
12 Seoul (SEO) 5,210 0.0386 0.442
13 Moscow (MOS) 5,079 0.0377 0.431
14 Johannesburg 5,026 0.0373 0.426
(JOH)
15 Istanbul (IST) 5,004 0.0371 0.424
16 Manila (MAN) 4,847 0.0359 0.411
17 Barcelona (BAR) 4,770 0.0354 0.405
18 Caracas (CAR) 4,317 0.0320 0.366
19 Bogota (BOG) 4,182 0.0310 0.355
20 Berlin (BER) 4,117 0.0305 0.349
21 Dubai (DUB) 4,033 0.0299 0.342
22 Cairo (CAI) 4,011 0.0297 0.340
23 Lagos (LAG) 1,997 0.0148 0.169
24 Turin (TUR) 1,343 0.0100 0.114

*Sectors: Six major specialized corporate services sectors: banking/finance, management consulting, advertising, legal,
accounting, and insurance. Uses the Taylor methodology but applies it to a sample of 24 cities; measures the connectivity
among these 24 cities.

** London =100

Some of these outcomes reflect key patterns in the remaking of space economies. (Tables for
each of the specific service industries are on file with author). Thus Berlin and Turin rank low because
the major international financial and business centres in their respective countries, Frankfurt and
Milan, are extremely powerful in the global network and concentrate a growing share of whatever the
global components in their national economies. This is a pattern that recurs in all countries. In banking
and finance, Jakarta’s connectivity is high because it is a major and long established banking centre for
the Muslim world in Indonesia’s geopolitical region, and hence of great interest to Western firms but
also in need of these firms to bridge into the West. Shanghai’s connectivity is high because it is one of
the major financial centres for the region, and has become the leading national stock market in China —
with Hong Kong having regained its position as China’s leading international financial centre. South
Korea is the tenth largest economy in the world, and has undergone significant deregulation after the
1997 Asian financial crisis. It has made Seoul an attractive site for Western financial firms as foreign
investors have been buying up a range of holdings in both South Korea and Thailand since the 1997
financial crisis.
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Dubai is an interesting case that points to the making of a whole new region, one not centred in
the operational map of our top 100 global service firms. Only in the last few years has Dubai become
an important financial and business centre at the heart of a new emergent region that stretches from the
Middle East to the Indian Ocean; its financial global connectivity is not principally derived from
Western financial firms but increasingly its own and its region’s firms. Its specific financial
connectivity is not picked up when the focus is upon the interactions among the cities, but its
accounting connectivity is extremely high for the very simple reason that western style accounting
rules the world.

When these global connectivity measures are disaggregated by specialized sectors, there is
considerable reshuffling because of the high level of specialization that marks the global economy. In
accountancy, Mexico City and, perhaps most dramatically, Dubai and Cairo, move to the top. They are
becoming deeply connected with global economic circuits, they mediate between the larger global
economy and their regions, and hence they offer the top global accounting firms plenty of business. In
contrast Shanghai moves sharply down —the global accounting firms have set up their operations in
Beijing because going through the Chinese government remains critical.

The other sectors evince similar reshufflings. The often sharp changes in the degree of
connectivity for different sectors in a given city is generally due to misalignments between global
standards for legal and accounting services and the specifics of the national systems. Global insurance
firms have clearly decided that locating in Johannesburg and Shanghai makes sense, as this move to
the top ten among our cities. It signals that the domestic insurance sector is either not sufficiently
developed or is too “unwestern” to satisfy firms and investors, and hence foreign insurance firms can
gain a strong foothold. The low connectivity of Seoul and Mumbai tell us that the domestic insurance
sector is taking care of business. The high connectivity for legal services in the case of Moscow, Sao
Paulo, and Shanghai, which all move into the top 10, signals the need for western style legal services
in a context of growing numbers of foreign investors and firms. Sao Paulo, for instance, hosts about 70
financial services firms from Japan alone.

In management and consultancy, Buenos Aires, Sao Paulo, Seoul and Jakarta move into the top
ten cities in our sample, in good part due to the dynamic opening up their national economies in the
1990s, and the resulting opportunities for foreign and national firms and investors. Barcelona,
Mumbai, and Cairo have drawn far fewer of our global 100 service firms because either the domestic
sector could provide the services, as is the case in Mumbai and Cairo, or the opportunities lied
elsewhere, as is suggested by Spain’s massive investments throughout Latin America, and now even
including banking in the UK.

For the top 100 global advertising firms, Mumbai and Buenos Aires, both with rich cultural
sectors and industries, were a strong draw. Again, the weaker presence of global advertising firms in
Cairo and Dubai’s is due to these cities’ sharper orientation to their emergent region.

London has the strongest presence of these global firms in accounting, banking/finance,
insurance, and New York is strongest in advertising and management consulting. It should be noted
that this dominance is due mostly to the sharp concentration of headquarters, as well as branches.

The global map produced by the operations of the top 100 service firms is dramatically different
from that produced by the financial trading of commodity futures, which is in turn different from that
of the trading in the actual commodities. The extreme concentration evident in finance would stand out
even more if a map was drawn of goods trading and the innumerable criss-crossing circuits connecting
points of origin and destination. It does suggest that the specialized services are a sector that seeks out
cities, the more the better.
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11. Flight connectivity

Taking into account flights among the group of 24 cities, it is possible to get a measure of each
city’s percentage of the total of flights among the 24 cities.? 24 cities were selected out of a total data
set of 100. For details of the data set see Derudder, Ben and F. Wiltox 2005. “An appraisal of the use
of airline data in assessing the world city network: A research note on data.”?* The methodology was
applied to a 24 city sample to measure air traffic among these 24 cities. Not unexpectedly New York,
London and Los Angeles have the largest number of connections within the group of 24, and with the
world. NY dominates traffic with Latin America and Los Angeles with Asia, London dominates global
routes. Links among these three top hubs are strong. Further, there are strong connections between
particular sets of cities: Dubai and Cairo, Mumbai and Johannesburg; Johannesburg and London;
Lagos and London, New York, and Johannesburg. One of the strongest links is Shanghai and Tokyo,
and also Shanghai and Taipei. There follow four tables that cover three very diverse possibilities, one
familiar and expected (New York), the others perhaps less (Shanghai and Moscow) (Tables C.2-3-4-
5).

Table C.2 Airline Traffic: City rank and percentage in the 24-city system

Rank - Cities World Cities Number of Passengers % in the total 24 cities
1 New York (NEW) 5,894,498 17.4
2 London (LON) 5,608,799 16.6
3 Los Angeles (LA) 4,228,342 12.5
4 Tokyo (TOK) 2,131,225 6.3
5 Milan (MIL) 1,606,643 4.7
6 Seoul (SEO) 1,556,053 4.6
7 Dubai (DUB) 1,499,039 4.4
8 Mumbai (MUM) 1,120,655 3.3
9 Mexico City (MEX) 1,106,001 3.3
10 Manila (MAN) 1,055,638 3.1
11 Barcelona (BAR) 1,052,455 3.1
12 Sao Paulo (SAO) 976,122 2.9
13 Buenos Aires (BUE) 915,310 2.7
14 Johannesburg (JOH) 709,505 2.1
15 Cairo (CAl) 695,659 2.1
16 Istanbul (IST) 603,942 1.8
17 Shanghai (SHA) 583,653 1.7
18 Berlin (BER) 563,827 1.7
19 Moscow (MOS) 491,618 15
20 Caracas (CAR) 453,746 13
21 Bogota (BOG) 419,126 1.2
22 Lagos (LAG) 243,215 0.7
23 Jakarta (JAK) 220,399 0.7
24 Turin (TUR) 131,598 0.4

Total (24 cities) 33,867,068 100.0

Table C.3 New York: Flight connectivity
Rank -Cities World New York Number of Passengers % in the total 24 cities
1 Los Angeles (CA) 1,697,593 28.80
2 London 1,609,337 27.30
21. This information was derived from a far larger sample produced by Ben Derudder at the University of
Ghent, who kindly has put this in the public domain. To avoid the distortion of hubs, that data set uses
the full trip

22 . Urban Studies 42 (13): 2371-2388.
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3 Tokyo 312,208 5.30
4 Mexico City 281,749 4.78
5 Milan 207,392 3.52
6 Seoul 197,243 3.35
7 Sédo Paulo 189,167 3.21
8 Mumbai 176,124 2.99
9 Buenos Aires 161,274 2.74
10 Cairo 140,307 2.38
11 Barcelona 116,815 1.98
12 Manila 105,530 1.79
13 Caracas 104,273 1.77
14 Istanbul 104,146 1.77
15 Moscow 97,044 1.65
16 Bogota 95,104 1.61
17 Shanghai 70,488 1.20
18 Johannesburg 67,894 1.15
19 Berlin 56,789 0.96
20 Dubai 45,547 0.77
21 Lagos 40,492 0.69
22 Jakarta 8,996 0.15
23 Turin 8,986 0.15
TOTAL 23 5,894,498 100.00

Table C.4 Moscow: Flight connectivity

Rank -Cities World Moscow Number of Passengers % in the total 24 cities
1 London 137,281 27.92
2 New York (NY) 97,044 19.74
3 Milan 54,727 11.13
4 Berlin 54,136 11.01
5 Istanbul 29,351 5.97
6 Barcelona 24,012 4.88
7 Los Angeles (CA) 21,168 4.31
8 Tokyo 16,732 3.40
9 Dubai 16,147 3.28
10 Mumbai 6,056 1.23
11 Seoul 5,289 1.08
12 Cairo 5,017 1.02
13 Johannesburg 4,164 0.85
14 Buenos Aires 3,685 0.75
15 Mexico City 3,617 0.74
16 Shanghai 3,211 0.65
17 Turin 2,986 0.61
18 Séo Paulo 2,151 0.44
19 Caracas 1,428 0.29
20 Manila 1,063 0.22
21 Lagos 883 0.18
22 Bogota 773 0.16
23 Jakarta 697 0.14
TOTAL 23 491,618 100.00
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Table C.5 Shanghai: Flight connectivity

Rank -Cities World Shanghai Number of Passengers % in the total 24 cities
1 Los Angeles (CA) 151,019 25.87
2 Tokyo 131,956 22.6

3 Seoul 127,118 21.78
4 New York (NY) 70,488 12.08
5 London 38,475 6.59

6 Milan 13,284 2.28

7 Manila 8,184 1.40

8 Berlin 7,068 1.21

9 Barcelona 6,468 1.11
10 Istanbul 5,326 0.91
11 Jakarta 4,286 0.73
12 Dubai 3,432 0.59
13 Mumbai 3,284 0.56
14 Moscow 3,211 0.55
15 Johannesburg 2,964 0.51
16 Turin 2,075 0.36
17 Sao Paulo 2,047 0.35
18 Buenos Aires 948 0.16
19 Mexico City 849 0.15
20 Cairo 822 0.14
21 Lagos 192 0.03
22 Caracas 128 0.02
23 Bogota 29 0.00

TOTAL 23 583,653 100.00

12. Global Immigration cities

Finally, and very briefly, given the heightened importance of immigration, the top 33 immigrant
receiving cities (in terms of share in their total population) in the world were selected. One of the main
utilities is to show to what extent European cities are not among the top recipients, and further, that
some of the very high recipient cities are several generally considered to be well-functioning cities
(Table C.6). Only Amsterdam, Geneva and The Hague are among the top ten in terms of share of
immigrants in the population, but the absolute numbers are relatively small. There is a similar
combination in the bottom ten, with Frankfurt, London, Brussels and Zurich.
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Table C.6 Global Immigrant Cities

A Global Perspective on t he Commections between Imnueration and World Cities
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Appendix 2: Foreign Born Percentages and Total Population for Selected Cities

%
Foreign Born | Foreign
City City Population| Population Born Year Source
1|Dubai 857.233 702,931 §2.000 2002 |Dubai Development and Investment Authority, 2002
2\Miami 2,253,302 1,147,765 50.94 2000 |Census Bureau, 2000
| Amsterdam Bureau of Research and Statistics, Key
3Amsterdam 347,634 47.28 2002 [Figures Amsterdam, 2002
HToronto 4,647.960) 2.091,100] 44,99 2001 |Statistics Canada, Census 2001
S|Muscat 661,000 294,881 44.61] 2000 |Statistical Yearbook 2000, Ministry of National Economy
Vancouver 1,967,475 767,715 39.0 2001 |Statistics Canada, Census 2001
T Auckland 367.737 143,417 39.000 2001 JAuckland City Council, 2001
8Geneva 427,700 164,118 38.37 2002 |Statistique Geneve, 2002
Central Department of Statistics, Statistical Yearbook
Mecca 4,467.670) 1,686,595 37.74 1996 |1997
10{The Hague 441,595 161,509 36.57 1995 |Swing Online, Den Haag, ABF Research
11{Los Angeles 9.519.338] 3.449.444 36.24 2000 |Census Bureau, 2000
12{Tel Aviv 2.075.500) 747.,400) 36.01] 2002 |Central Bureau of Statistics, Israel, 2002
13[Kiev 2.616.000) 941,760 36.000 1992 |Ukrainian Ministry of Statistics, Census 1992
Demographic Survey, AD 2000, Central Department of
14Medina 5.448.773) 1,893,213 34.79 2000 |Statistics
15{New York 9.314.235] 3,139,647, 33.71] 2000 |Census Bureau, 2000
14San Francisco 1,731,183 554,819 32.0§ 2000 |Census Bureau, 2000
17|Perth 1,336,239 422,547 31.62 2001 |Western Australia Office of Multicultural Interests, 2001
Demographic Survey, AD 2000, Central Department of
1§Rivadh 4,730.330) 1,477,601 31.24 2000 |Statistics
Community Relations Commission for a Multicultural
19Sydney 3.961.451 1,235,908 31.200 2001 [New South Wales, 2001
Central Bureau of Statistics, Israel, 2002,
20{Terusalem 678,300 208,700 30.77 2002 |Statistical Yearbook of Jerusalem, 2000
21{Melbourne 3.367.169 960,145 28.51] 2001 [Victoria Office of Multicultural Affairs, 2001
22{Frankfurt 650,703 181,184 27.84 2000 |Source: Annual Statistics, City of Frankfurt, 2001
23| Thilisi 1,339.105] 370,932 700 1999 |State Department for Statistics, 1999
24{London 7.172,091 1.940,390) 27.08 2001 [National Statistics. Census 2001
25[Brussels 978,384 260,040 26.5§ 2002 |National Statistical Institute, Demographic Statistics
2Munich 1.247.934] 282,148 22.6]1] 2001 |Source: Unknown
27 Zurich 1,247,904 280,779 22.50 2000 |Statistisches Amt des Kantons Zurich, Census 2000
28Calgary 943,310 205,000, 21.73 2001 |Statistics Canada, Census 2001
29San Diego 2.813.833 606,254 21.5§ 2000 |Census Bureau, 2000
State of Queensland Department of the Premier and
30|Brisbane 1.609.116 338,150, 21.0f 2001 |Cabinet, 2001
31|Houston 4,177,646 854,669 20.4¢ 2000 |Census Bureau, 2000
32{Montreal 3.388.640) 664,435 19.61] 2001 |Statistics Canada, Census 2001
33[Honolulu 876,154 168.246] 19.20 2000 |Census Bureau, 2000

The GW Center for the Study of Globalization
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Source: The top 33 cities were selected out of a total of 100. For the full list see: Lisa Benton-Short, Marie Price and Samantha
Friedman (2005). Globalization from Below: The Ranking of Global Immigrant Cities. International Journal of Urban and
Regional Research. Vol. 29 (4) p.p. 9451 959. See also: http://gstudynet.com/gwcsg/publications/OPS/papers/CSGOP-04-32.pdf

13. Regional specificity and knowledge economies: any links?

How much a region’s specificity matters will vary, partly depending on that region’s economy.
The point is that a region’s specificity matters more than is usually assumed, and that it matters in
ways that are not generally recognized. The policy implications of the argument is that too great a
focus is put upon competition — between cities, between regions, between countries—and not enough
on the emergence of new types of networked systems and the partly associated emergence of an
increasingly specialized global divisions of functions. These networked systems arise partly out of the
multi-sidedness of firms and out of the evolution of global markets into global platforms open to many
and from many different places. And the increasingly specialized global division of functions arises of
the multiplication of specialized economic sectors and the increasing complexity of many of these
sectors.

Among the key implications for mega regions of these combined trends is that their scale can
allow them to capture a large share of those networks, and, secondly, that the specialized economic
strengths of a region increasingly matter. Yes there is competition, but it accounts for far less than is
usually assumed. What really matters is the specialized difference of a city or region. This section
examines the connection between regional economic specificity and the formation of advanced
knowledge economies. And in the ensuing section | examine the question of increasingly
homogenized landscapes and built environments to understand how regional or urban specificity can
co-exist with that homogenizing.

How does a city or a region become a knowledge economy? The case of Chicago may prove
helpful to illustrate the point. It is common to see Chicago as a latecomer to the knowledge economy
(and thus to global city status). Why did it happen so late — almost fifteen years later than in New York
and London. Typically the answer is that Chicago had to overcome its agro-industrial past, that its
economic history put it at a disadvantage compared to old trading and financial centers such as New
York and London.”

But its past was not a disadvantage. It was one key source of its competitive advantage. The
particular specialized corporate services that had to be developed to handle the needs of its agro-
industrial regional economy gave Chicago a key component of its current specialized advantage in the
global economy.* While this is most visible and familiar in the fact of its preeminence as a futures
market built on pork bellies, so to speak, it also underlies other highly specialized components in its

23. For one of the most detailed examinations of the current and past economic patters of Chicago and its
region see Greene (ed) 2006.

24 . This brings to the fore the specialized division of functions in the global economy, one partly
constituted and implemented through a proliferation of specialized cross-border city-networks. The
critical mass of these networks has expanded to include about forty major and minor global cities.
There are many networks and different types of functions/positions for cities. Detecting this has
required developing new methodologies (see Taylor 2004 (op. cit.); Alderson, Arthur S. and Jason
Beckfield. “Power and Position in the World City System.” American Journal of Sociology 109(4):
811-51; and the illuminating debate on questions of method between Taylor and Alderson/Beckfield,
forthcoming in The American Journal of Sociology). The global network of cities is much more than
just a set of cross border flows connecting cities. It is a complex, highly specialized organizational
infrastructure for the management and servicing of the leading economic sectors.
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global city functions. The complexity, scale and international character of Chicago’s historical agro-
industrial complex required highly specialized financial, accounting, legal expertise, quite different
from the expertise required to handle the sectors New York specialized in —service exports, finance on
trade, and finance on finance. Today there are other sectors that are, clearly, also critical to Chicago’s
advanced service economy, notably the conventions and entertainment sector and cultural industries.
But the point here is that Chicago’s past as a massive agro-industrial complex gave the city some of its
core and distinctive knowledge economy components.

But for this specialized advantage to materialize entails repositioning that past knowledge in a
different set of economic circuits. It entails, then, dis-embedding that expertise from an agro-industrial
economy and re-embedding it in a “knowledge” economy —that is to say, an economy where expertise
can increasingly be commodified, function as a key input, and, thereby constitute a new type of
intermediate economy. Having a past as a major agro-industrial complex makes that switch more
difficult than a past as a trading and financial center. This then also explains partly Chicago’s
“lateness” in bringing that switch about. But that switch is not simply a matter of overcoming that
past. It requires a new organizing logic that can revalue the capabilities developed in an earlier era
(Sassen 2006a; chapters 1 and 5).% It took making to execute the switch.

Through its particular type of past, Chicago illuminates aspects of the formation and the specifics
of knowledge economies that are far less legible in cities such as New York and London, which even
though they did have manufacturing were dominated by predominantly trading and banking
economies. A first issue is then that Chicago’s past as an agro-industrial economy points to the
mistake of assuming that the characteristics of global cities correspond to those of such old trading and
banking centers.

A second issue raised by the Chicago case is that while there are a number of global city regions
today with heavy manufacturing origins, many once important manufacturing cities have not made the
switch into a knowledge economy based on that older industrial past. Along with Chicago, Sao Paulo,
Tokyo, Seoul, and Shanghai are perhaps among today’s major global city regions with particularly
strong histories in heavy manufacturing. But most once important manufacturing cities, notably
Detroit and the English manufacturing cities, have not undergone that type of switch. They were to
some extent dominated by a single or a few industries and shaped up more like mono-cultures. This
points to the importance of thresholds in the scale and diversity of a region’s manufacturing past to
secure the components of knowledge production I identify in Chicago’s case — specialized servicing
capabilities that could be dislodged from the organizational logic of heavy manufacturing and relodged
in the organizational logic of today’s so-called knowledge economy.

The specialized economic histories of major cities and regions matter in today's global economy
because they are the main way in which national economies are inserted in variable ways in multiple
globally networked divisions of functions. It never was “the” national economy that articulated a
country with the international division of functions. But today it is even less so because the global
economy consists of a vast number of particular circuits connecting particular components of cities
and regions across borders. It is at this level of desegregation that it is best to understand how cities
and regions are globally articulated. It is also in this context that it is possible to see how much more
the specialized economic histories of a region matter today than they did in the Keynesian period of
marked by national territorial convergence, rather than today’s targeting, and by mass production
rather than today’s proliferation of increasingly specialized and diverse services.

25. Sassen (2006a) develops this notion of switching (existing capabilities switching to novel organizing
logics) in order to understand the formation of today’s global economy as well as today’s partial
denationalizing of state capacities
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Thus, returning to the Chicago example, the city today has a specialized advantage in producing
certain types of financial, legal and accounting instruments because financial, legal, and accounting
experts in Chicago had to address in good part the needs of the agro-industrial complex; they had to
deal with steel and with cattle produced for regional, national and international markets. It is this
specialized type of knowledge that matters for Chicago’s competitive situation in the global market.
Chicago, Sao Paulo, Shanghai, Tokyo, and Seoul are among the leading producers of these types of
specialized corporate services, not in spite of their economic past as major heavy industry centers, but
because of it.

The fact that these distinctions and differences in the specialized economic histories of cities and
regions become increasingly prominent and value-adding in today’s global, and also national,
economy is easily obscured by the common emphasis on competition and cross-border
standardization. Competition and standardization have been rescaled partly to the subnational level of
cities and regions —this is a reality that it is difficult to avoid. But the emphasis remains on
competition, notably inter-city competition, and on standardization —the notion that globalization
homogenizes standards of all kinds, business cultures, built environments (no matter how good the
architecture).

The economic trajectory and switching illustrated by the case of Chicago contests the thesis of
the homogenizing effects of today’s advanced economic sectors, a thesis which also brings with it an
emphasis on inter-city and inter-regional competition. This thesis and its implications could also be
extended to certain types of regions and mega regions with similarly specialized economic trajectories,
albeit very different contents. The Chicago case shows that becoming part of a knowledge economy is
not simply a question of dropping a manufacturing and agro-industrial past, and then proceeds to
converge/homogenize on the headquarters-services-cultural sector axis. Critical is executing the switch
described earlier —whatever might be the specifics of an area’s past.?

Further, Chicago also indicates that the meaning of homogenized urban and regional landscapes
needs to be examined empirically. It becomes critical to establish the particular specialized sectors that
might inhabit that homogenized landscape.

14. Homogenized built environment: obscuring economic difference

The homogenized and convergent state-of-the art urban and increasingly regional landscapes are
actually functioning as an “infrastructure.” As an infrastructure, these homogenized built
environments guarantee the provision of all advanced systems and luxuries needed/desired by the
firms and households in leading economic sectors are in place. Office districts, high-end housing and
commercial districts, conventional and digital connectivity, cultural districts, security systems,
airports, and so on, are all in place and they are all state-of-the-art.

Comparative analyses rely on similarities and differences to make their point. Contemporary
urbanization, whether at the urban, metro or regional level, is often seen as marked by a homogenizing
of the urban landscape and a growing range of its built environments. This is especially so in the case
of global cities and global city-regions due to the intensity and rapidity of urban reconstruction in such
areas. And yet this obscures the fact of the diversity of economic trajectories through which cities and
regions emerge and develop (as discussed in the preceding section), even when the final visual

26. For very different types of cities and economic trajectories, see for example Amen, Mark M., Kevin
Archer, and M. Martin Bosman (eds). 2006. Relocating Global Cities: From the Center to the
Margins. New York: Rowman & Littlefield; and Gugler, Joseph. 2004. World Cities Beyond the West.
Cambridge: Cambridge University Press.
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outcomes may look similar. Out of this surface analysis based on homogenized landscapes and built
environments, comes a second possibly spurious inference, that this homogenizing is a function of
economic convergence, for instance, the notion that there is a general move to (the same) knowledge
economy. Both propositions — that similar visual landscapes are indicators of both similar economic
dynamics and of convergence — may indeed capture various situations. But these propositions also
obscure key conditions that point to divergence and specialized differences; in fact, divergence and
specialized difference is easily rendered invisible by such notions. Such spurious inferences need to be
taken into account when understanding the character of these mega regions.

At the most general level it is possible to start with developments at the macro-economic level
which can easily lead observers to buy into the homogenization thesis. An important structural trend
evident in all reasonably working economies is the growing service intensity in the organization of just
about all economic sectors, including rather routine and often non-globalized sectors. Whether in
mining and agriculture, manufacturing, or service industries such as transport and health, more firms
are buying more producer services. Some of this translates into a growing demand for producer
services in global cities, but much of it translates into a demand for such services from regional
centers, albeit often less complex and advanced version of those services.

The growth in the demand for producer services is then, in the analysis, a structural feature of
advanced market economies which affects most economic sectors. It is not just a feature of globalized
sectors.”” What globalization brings to this trend is a sharp increase in the demand for complexity and
diversity of professional knowledge.?® It is this qualitative difference that leads to the heightened
agglomeration economies evinced by firms in global cities compared to other types of urban areas. But
the basic structural trend is present in both types of areas. This perspective also clarifies what is in my
view a somewhat misguided interpretation about the higher growth rates of producer services in cities
that are not global. The trend is to assume ipso facto that these higher growth rates of producer
services reflect decline and/or the departure of producer services from global cities. Those higher
growth rates are actually in good part the result of lagged growth of these services throughout the
national economy; global cities had their extremely high growth rates much earlier, in the 1980s.% The
lower growth rates evident in global cities compared with other cities should thus not necessarily be
interpreted as losses for the former, but rather as the latter entering this new structural phase of market

27 . For one particular aspect —artistic practice as it feeds into commercialized design—see Lloyd,
Richard. 2005. NeoBohemia: Art and Bohemia in the Postindustrial City. London and New York:
Routledge.

28. In developing the global city model | posited that a critical indicator is the presence of a networked,

specialized producer services sector capable of handling the global operations of firms and markets,
whether national or foreign. Given measurement difficulties, a proxy for this networked sector is the
incidence and mix of producer services in a city. This is frequently reduced to the share of producer
services employment as the indicator of global city status. This is fine, though it needs empirical
specification as to the quality and mix of the producer services industries. More problematic is to
interpret a small share, or a declining share, or a falling growth rate, or a lower growth rate than in
non-global cities, as an indicator of global city status decline or as signaling that the city in question is
not a global city. Similarly problematic is a variant on this indicator is the share a city has of national
employment in producer services and whether it has grown or fallen; the notion here is that if a city
such as New York or London loses share of national employment in producer services, it loses power.

29. On that earlier phase, see, for example Drennan, Mathew P. 1992. “Gateway Cities: The Metropolitan
Sources of U.S. Producer Service Exports.” Urban Studies 29(2):217-35.
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economies.®® Looking at matters this way recodes some common interpretations of growth and
decline.

What is critical for the analysis in this section is that the growth of this intermediate economy
across diverse urban areas amounts to a kind of structural convergence that explains a homogenizing
of built environments and spatial patterns even when the sectors serviced are radically different.
Regardless of economic sector and geographic location, firms are buying more of these services. A
mining firm, a transport firm, and a software firm all need to buy legal and accounting services. To
some extent these services may be produced in the same city and in similar built environments, even
though they are feeding very different economic sectors and geographic sites of the larger economy,
including the mega regional economy. Thus “old economy” sectors such as manufacturing and mining
are also feeding the growth of the intermediate economy.

This structural convergence does filter through and homogenizes spatial organization and the
visual order of the built environment. It does account for key patterns evident in cities small and large,
notably the well-documented growth of a new type of professional class of young urbanites and the
associated high-income gentrification and growth of the cultural sector. This convergence and
homogenizing of the visual order easily obscures the specific trajectories and contents through which a
region develops a knowledge economy, as discussed in the preceding section of this paper.

Seen this way, it is possible to begin to qualify the homogenization and convergence thesis. There
is a kind of convergence at an abstract systemic level, and at the level of the needed built environments
for the new intermediate economy and the new kinds of professional workforces. But at the concrete,
material interface of the economy and its built environments, the actual content of the specialized
services that inhabit that built environment can vary sharply.

From here, then, my proposition that critical components of the homogenized/convergent urban
and regional landscape frequently presented as today’s quintessential new advanced built environment,
are actually more akin to an infrastructure for economic sectors. This unsettles the concept (and the
reality) of the built environment as it is generally used. The critical question becomes what inhabits
that “infrastructure.” Looking similar does not necessarily entail similar contents, circuits, moments
of a process. This illustrates the thesis that different dynamics can run through similar institutional and
spatial forms, and vice versa.** Thus the substantive character of convergence in the global city
model, for instance, is not the visual landscape per se but its function as an infrastructure; and it is,
above all, the development and partial importation of a set of specialized functions and the direct and
indirect effects this may have on the larger city, including its built environment.

One question here is whether this distinction between homogenized built environments and the
often highly diverse contents they house also need to become part of our understanding of what is

30. Thus the high growth rates of producer services in smaller cities as compared with global cities is not
necessarily a function of relocations from global cities to better priced locations. It is a function of the
growing demand by firms in all sectors for producer services. When these services are for global firms
and markets their complexity is such that global cities are the best production sites. But when the
demand is for fairly routine producer services, cities at various levels of the urban system can be
adequate production sites. The current spatial organization of the producer services reflects this
spreading demand across economic sectors

31. In Sassen (2006a) a parallel argument is posited for the liberal state as it is subjected to the forces of
economic and political globalization. The outcome does not necessarily mean that these states lose
their distinctiveness, but rather that they implement the necessary governance structures to
accommodate global projects and that they do so through the specifics of their state organization.
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specific to a city, an urban region or a mega region.* State of the art office buildings or speed rail or
airports can look very similar yet serve very different economic sectors. These types of differences are
becoming increasingly important to understand a city’s, a region’s and possibly a mega region’s place
in the global economy. There are two reasons for this. One is the shift from a Keynesian spatial
economy striving for national territorial convergence to a post-Keynesian space economy oriented
towards territorial targeting (global cities, silicon valleys, science parks, and so on). The second is that
a city’s, a region’s and possibly a mega region’s advantage in the global economy is a function of
positioning in multiple highly particularized, and often very specialized, economic circuits; it is not
helpful to think of “the” place of “the” mega region in “the” global economy.

15. Conclusion

Beyond the familiar policy suggestions, these comments point to policy implications that go
beyond ensuring that the most dynamic sectors of developed economies are targeted for support. It is
also needed to counter excessive targeting to ensure more territorial convergence. Developed countries
have entered a distinct phase of territorial organization, away from Keynesian convergence and
towards territorial targeting: from global cities to silicon valleys and technopoles. Much of this
territorial targeting is linked to the development of knowledge economies. This raises several
guestions about the actual content of these knowledge economies and the relationship between that
content and the older economic histories of a place

Secondly, knowledge economies are merely one (albeit critical) component of national, regional,
or urban economies. Prioritizing only advanced sectors is a critical mistake, and it risks furthering a
“plantation economy;” no matter how fancy the crop, depending on a monoculture is not a good way
to proceed. Further, the most advanced sectors require a vast array of types of firms, workers, and
products/services that are not usually seen as “advanced.” A key policy implication is that the
knowledge economy should not be reified as something that exists by itself. It is embedded in multiple
other sectors.

The soft underbelly of the knowledge economy is the vast array of low wage jobs, low-profit and
low-tech firms, and under-resourced economic spaces that are part of the knowledge economy, even
though rarely coded as such. If addressing this undesirable condition requires “soft” policy fine. But
the objective has to be upgrading those jobs, firms, and spaces. This is one way of counteracting the
strong tendencies towards polarization wired into the knowledge economy. Low-growth sectors may
also contain such tendencies towards growing inequality (though in a much narrower range) but rarely
contain the resources to even begin to counteract polarization. One policy objective should be to avoid
the outcomes of the US, where a third of workplaces are below standards, and the incidence of work-
place injuries and fatalities is the highest of all developed countries.

Finally, if the relationship between older material economies (manufacturing, mining, agriculture,
etc) and today’s knowledge economy is rethought, it is possible to see that this is not one of conflict as
is typically thought, but rather that the former can feed the latter. This relationship is usually
overlooked or not addressed in analyses of the knowledge economy because the latter is new and
hence it is easily assumed that it had to overcome the older economies of a place.

32. For a detailed examination of this mix of visual, urban engineering, architectural, and economic issues
across 16 major cities in the world see Burdett, Ricky (ed). 2006. Cities: People, Society,
Architecture. New York: Rizzoli; Sudjic, Deyan. 1993. The Hundred Mile City. Harvest/HBJ; and
2005. The Edifice Complex: How the Rich and Powerful Shape the World
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One key policy implication of rethinking that relationship is that a city or region can build
strengths in terms of its “specialized difference.” For example, Chicago’s knowledge economy is
strong because its agro-industrial past was strong. Law, accounting, finance, etc. all had to be
developed to address the needs of large manufacturing and agro-business. This view goes against the
common view that Chicago had to overcome that agro-industrial past. On the contrary! That past gave
it its specialized advantage in the national and global economy. Thus a city or a region needs to build
on the specifics of its economic history in order to achieve specialized differentiation (high levels of
complexity) in developing a knowledge economy. This also means distinguishing the formats of the
knowledge economy from its contents (e.g. both are leading financial centers, but NY’s financial
knowledge economy is built on trade and finance, Chicago’s on agro and manufacturing). It is
essential to develop more encompassing understandings of the parameters and conditionalities of
knowledge economies, and of the implications for urban and regional development.
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