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GLOBAL CITIES

This discussion of the distinction between nation and state is based on Herfried
Munkler, “Nation as a Model of Political Order and the Growth of National Identity
in Burope,” International Sociology, 14(1999):283-299.

For further discussion of this dual referent, see Jean L. Cohen, “Changing Paradigms
of Citizenship and the Exclusiveness of the Demos,” International Sociology, 14(1999):
245-68.

U.S. Census Bureau, Current Population Survey (March 2000, Washington, D.C.: Gov-
ernment Printing Office, January 3, 2001).

Quoted in Robert Holton, “Globalization’s Cultural Consequences,” The Annals, 570
(July 2000):149.

See Cohen, “Changing Paradigms of Citizenship,” and Jurgen Habermas, “Citizen-
ship and National Identity,” in Theorizing Citizenship, ed. R. Beiner (Albany, N.Y.:
SUNY Press, 1995), 255-82.

See Martin MacEwen, Tackling Racism in Europe (London: Berg Publishing, 1995).
Chris Hedges, “Policy to Protect Jailed Immigrants Is Adopted by U.S.” New York
Times, 2 January 2001, p. Al.

There is also the obligation of nation-states to noncitizens living elsewhere who may,
for example, be affected by that nation’s environmental regulations.

Ginger Thompson, “Mexico President Urges U.S. to Act Soon on Migrants,” New
York Times, 6 September 2001, p. A10.

David Jacobson, Rights Across Borders (Baltimore: Johns Hopkins University Press,
1996). In addition to human rights groups and pressures from specific nations,
immigration-related issues have also been subjected to courts, whose rulings can po-
tentially further erode the sovereignty of nation-states over people residing within
their boundaries. Created by the United Nations and located in The Hague, Nether-
lands, the oldest is the International Court of Justice, often called The World Court.
The content of the cases this court considers often intrudes into areas where nation-
states were historically considered to have exclusive jurisdiction. For example, in
1999, Germany sued the United States for executing two German brothers who were
convicted of murdering a bank manager during a robbery in Arizona. The court
ruled, in 2001, that the United States should have informed the German consular of-
fices of the arrest and allowed those offices to assist the prisoners. The ruling was
too late for the German brothers—Arizona had already executed them—but it could
affect the twenty German citizens who were still in American jails at the time, four
on death row. Marlise Simons, “World Court Finds U.S. Violated Consular Rights of
2 Germans,” New York Times, 29 June 2001, p. A10.
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Cities in the Global Economy

Throughout most of the twentieth century, urban rankings and classifications
typically focused on the role or place of a city in its nation. At one extreme, a
city might be at the literal and figurative center of its nation, ecologically, eco-
nomically, politically, and so on. At the opposite extreme, a city might be of lit-
tle significance to its nation. This difference involves degrees of primacy, and
those cities that are at the highest end are considered o be primate cities. The
most frequently relied on measure of primacy is a demographic ratio that com-
pares the size of the Jargest city in a nation to the next largest city (or cities) in
that nation.! To illustrate, Santiago, Chile, is a highly primate city because its
population of more than 4.5 million people is over ten times greater than any
other Chilean city, none of which has as many as 400,000 people. In contrast,
Rome, Italy, is not much of a primate city because its population of 2.7 million
is just about twice the size of Milan, the next largest Italian city (and Naples and
Turin also have populations of about a million or more).

This straightforward demographic ratio typically reflects the degree to
which a city dominates the rest of its nation in terms not only of population, but
all types of economic resources, such as jobs and investment funds. In addition,
primate cities are likely to be the nation’s capital and educational and religious
centers. Primacy also provides a summary measure by which cities can be com-
pared (e.g., Santiago is more primate than Rome), though the different config-
urations of national urban systems often detract from primacy’s value in
comparing cities.?

During the last decades of the twentieth century, the transnational linkages
of cities grew in importance. Imports and exports, for example, comprised a
steadily growing proportion of the economies of the world. This was part of a
long-term trend toward more global trade that has characterized the past 200
years, though it has been periodically interrupted by wars and recessions. Con-
sider the cereal that people eat for breakfast as an illustration. The sugar and
wheat it contains have long been international commodities in the sense that,




i

72 GLOBAL CITIES

since 1800, the production and distribution of sugar and wheat have been
strongly affected by giobal market forces. Other products, such as many of the
fresh fruits people eat in the morning, did not become global commodities until
they could be transported more quickly. Thus, the average breakfast, eaten any-
where in the world, became more globalized during the last third of the twen-
tieth century, though portions of it had been globalized for many years.3

The closest approximation to the pure form of a global economy is proba-
bly provided by the world’s financial markets. They consist of networks of
banks and other traders that buy and sell currencies, options, and other securi-
ties. The traders are in dispersed locations around the world, but electronic
information technologies link them together as though they were in a single
place. The system would be truly global, or globally inclusive, if exchanges
were completely unimpeded by national boundaries. While such a system may
be established in the future, at the start of the twenty-first century these mar-
kets were still based on :Qmagrmmmw: in the financial centers of a few
major global cities.* B

GLOBAL CLASSIFICATIONS

As international economic and financial linkages grew in importance, social
scientists turned to the question of how cities could best be ranked and classi-
fied in a global framework. Primacy was not particularly useful once analysts
began trying to describe the relationships among cities apart from their na-
tional contexts. The size of cities could probably best be used only to identify
world city “nominees” from specific nations. For example, Janet Abu-Lughod
selected the three largest cities in the United States—New York, Los Angeles,
and Chicago—when she wanted to describe a small sample of the presumably
most global cities in the United States.®

It is impossible to state, unambiguously, where contemporary, nondemo-
graphic analyses of cities in the global economy began. A good case might be
made for Peter Hall’s 1966 book, in which he proposed that world cities, such
as London and New York, were those in which a large percentage of the
world’s business was conducted.® Few studies immediately followed Hall’s
lead, then after about 1980 there were a host of publications. Of particular im-
portance, as noted in Chapter 1, were several articles by John Friedman that at-
tempted to synthesize the growing body of literature on world cities and to
suggest several directions that future research should follow.

While Friedman acknowledged that it might be premature, in 1986, he nev-
ertheless thought it important to present at least an initial hierarchy of world
cities based loosely on the amount of international capital they contained and
the number of multinational corporations headquartered within them.” Nine
years later Friedman presented another hierarchy, again based on what he
termed “rough notions.”® Some of the categories he employed were different,
making exact comparisons difficult, but there appeared to be both continuity

and change in the rankings. London, New York, and Tokyo were among the top
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cities at both times, and Friedman referred to them as “the command and con-
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wn.Om centues or e WHOUNC econoiy  {p. 4£9). wn e owner nang, mere were some
marked changes. For example, Rotterdam was in the highest category in the
1986 paper, but was not included in any of the top four categories in 1995.

While we expect some changes in the rankings of cities to occur over time,
a decade is probably too short a period for changes of this magnitude actually
to occur. Perhaps a portion of the excessive change occurred in error, due to
Friedman’s use of “rough notions.” More likely, much of the excessive variation
was due to the fact that different indicators yield different results. For example,

he concentration of wealth and capital in a city is an important consideration.

It could be measured by the location of leading banks or by financial institu-
tions more broadly defined to include insurance companies, stock and bond
brokers, and related firms. Which is the better measure? In the absence of other
information it is difficult to say which is better, but which one is used certainly
does matter. There are marked differences in the ranking of cities each of these
different measures produce. New York is first when wealth and capital are
measured more broadly, but fifth in terms of banks only. Paris ranks second on
leading banks, but eighth on the more inclusive measure.’

It is not surprising then, that when investigators use a single indicator of a
city’s global rank, there are especially marked divergences in their findings.
Kunzmann illustrates this principle by noting that between 1986 and 1996 four
different studies each presented a list of Europe’s leading world cities and each
was based on different economic indicators. The only cities all four studies
agreed on were London and Paris. Seven other urban areas appeared in at least
one of the studies, but five of the seven were included in only one.! Such vari-
ations in findings provide a strong argument for relying on multiple indicators,
that is, the use of a number of separate indicators combined into a single index.
When indicators are combined, the idiosyncracies of specific indicators are re-
duced and one probably gets closest to the heart of the matter.

In this chapter we examine the global rankings of cities that are produced
by several sets of indicators: stock exchanges, banking and finance, multina-
tional corporations and foreign direct investment, and corporate services. The
locations of these firms and activities help define the most important centers
of the global economy and several also provide a picture of linkages among
these urban hubs. Some of these indicators partially overlap, but that is not
necessarily a problem.! Each reflects a somewhat different aspect of how the
international economy is hinged on the most important global cities and, as
we shall see, using fewer indicators would result in missed nuances in the
urban hierarchy. It is also important to recognize that, although these indica-
tors are being separately discussed, they are often interdependent. For exam-
ple, the development of Tokyo’s stock exchange in the 1960s was an
important impetus to attracting large banks, financial institutions, multina-
tional corporations, and financial services firms to the city.}? The conclusion
to this chapter presents a single global economic hierarchy based on the com-
bined index.
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The major stock exchanges are special types of markets in which individuals
and firms buy and sell several types of stocks, or shares, in publicly traded cor-
porations. (Most of the largest corporations in the world are publicly traded.) In
addition, most exchanges offer bonds, mutual funds, and a variety of special-
ized financial mediums, such as “options” (contracts to make purchases in the
future at a designated price). Some exchanges also operate commodity markets,
in which supply and demand fix the price of items such as cattle or cotton. In
the larger exchanges, over half of all trading involves foreign entities, such as the
stocks of corporations located in countries other than the exchange’s.

The major exchanges can be viewed, first, as centers of world capital where
the major corporations of the world go to raise equity, or loan capital. Thus,
whether or not a business enterprise in Italy can raise the funds required to ex-
pand its operations into Poland may depend on the willingness of investors to
buy shares of the Italian company when it is offered for sale on the Tokyo stock
market. The second way to view exchanges is as marketplaces where the price of
everything from soybeans to a government’s bonds is continuously set. Thus, the
price of oranges grown in Brazil for shipment to London is set by transactions
that occur on the New York Stock Exchange. The cities in which these major ex-
changes are located can therefore be viewed as cornerstones of the world’s econ-
omy in the sense that they house the activities that set the conditions under
which economies and businesses operate across the entire world. It is important
alsoto note that a major exchange acts like a magnet, attracting financial service
firms and a variety of investors, advisors, and so on. Thus, the presence of a stock
exchange also indicates a likely concentration of financial activity.

The world’s oldest stock market is in London, England, but the largest by
far, in terms of shares traded or the market value of the listed corporations, is
the New York Stock Exchange. NASDAQ, roughly tied for second place with
the Tokyo exchange, is also in New York, giving that city a clearly preeminent
position in the world. (Until late 2000, NASDAQ was alone in second place, but
then it began a long decline because the price of many technology companies it
listed moved lower.) The London exchange, in fourth place, is'close behind the
NASDAQ and Tokyo exchanges in size. Before electronic trading opened much
of the world to twenty-four-hour trading, the exchanges in these three cities,
given their time zones, made a worldwide, around-the-clock market possible
because the exchange in Tokyo opens just when New York's closes, and it closes

as the London exchange opens.

An international ranking of stock exchanges, arranged according to the
market value of the corporations whose shares are traded on them, is presented
in Table 4.1. However, these rankings are subject to change as a result of:

1. mergers and joint ventures among exchanges in process across the entire
globe,

2. new Internet companies offering electronic trading across national
boundaries.
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TABLE 4.1 Location of World’s Largest Stock Exchan

Market Capitalization
Over $10 Trillion

$1 to $3 Trillion

$¥2 to $% Trillion

Headquarter City

New York (NYSE)

Frankfurt*, London, New York (NASDAQ), Paris’, and Tokyo
Hong Kong, Milan, Osaka'?, Toronto, and Zurich$

P :
Eww_mmﬂ mxnrmsmmm is mHmo.Hmmemn 8‘@% ﬂrw name of its parent company, Duetsche Borse. It offers the world’s
gest market for trading derivatives, financial contracts based on assets such as stocks and bonds

4 L .
. Amsterdam and Brussels are joined to this exchange, formally known as Euronext.
* Also linked to NASDAQ in 2000.

$ Basle and Geneva are also linked to the Swiss Exchange.

Inaddition, as individual stocks vary, thete are fluctuations in the values of shares
Qmmm&. on an exchange. To iron out these short-term variations, Table 4.1 presents
a ambgm of .nEmm averaged by total market size in 1998, 1999, \wba Nooo.m

Trailing in size behind the world’s leading exchanges, as noted in Table 4.1
are a number of secondary exchanges, beginning with Chicago’s. That Q.ﬁ :
rocmmu‘m the largest exchange in the United States outside of those in .Zmi KOHN
and it also contains its nation’s major agricultural commodities and ?Enmm
Bmem»mlmnn cattle and hogs, corn and wheat, and so on—and these agricultural
mmomcnﬂm %E. comprise the largest export category of the United States. In addi-
tion, a subsidiary of the Chicago Mercantile Exchange sets international prices for
silver and the future U.S. rates of exchange for most foreign currencies.4

F the same general range as Chicago’s are stock exchanges located in
meb.&\ Stockholm, and Sydney. Finally, there are several other exchanges lo-
nmﬁm.a in :m.BmHmw:m market” nations. They are still relatively small, with market
capitalization in billions rather than trillions, but any or all of Em\mm exchanges
may be of substantial global consequence in the near future. The largest in %.am

group, in order of market capitalization, are the exchanges in Taipei
Mexico City, and Sao Paulo. ges 1n Taipei, Seoul,

. INTERNATIONAL BANKING AND FINANCE

H.:ﬁmu.:wmoH.S_ banking began in the thirteenth century, when commercial estab-
lishments in Italy, based in Florence, opened branches and subsidiaries in sev-
eral European nations. The banks’ primary objective was to assure local rep-
resentation of their interests as they financed the silk and wool cloth Qm%m
across Europe. Pursuing similar objectives, over the following centuries banks
in other cities followed suit. The first major change in the nature of interna-
Joﬁm: banking occurred in the nineteenth century, when the predominant ac-
tivity became raising loans for foreign governments and investing in foreign
nations. (The United States was a major recipient.) At this time, large @mb_Ammz

Lond ! i i
o %M:M\mm.ﬂm the world’s leading arrangers, underwriters, and holders of for-
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i i was
The economic rise of the United States in the early twentieth century

T T N iaced the UK.
associated with the expansion of U.S. banks. :Mw C.vw nmeM HMNSMMM M:Mm o~
i i York took Londo:

ing in international trade, and New : : : .
mﬁmNMM‘M Mﬂzmbnm& center. However, international finance remained M&m”%w\.
MMMmz compared to domestic finance until the H,owo@ Sr.ms wbo.n mummaowa !
change occurred in conjunction with the growth of Ms.wbmbmcom& %wmmwoca Um
The banks followed their corporate customers, .Eﬁ soon rea EM Hmﬁ vould be
even more profitable to service the local market in &rm roﬁﬁanMu MN\B ! the same
i tionals’ accounts. Modern te
time they handled the transna Is” : s. | ern tele o
also Emvw\m& a role, making it increasingly easy to transfer HMﬁnﬁ_m\ MHHMMM Mmm s
and convert currencies between a ﬁw%:n Umbwgmmbhﬁ Mwsmm MMBE.Q, ot

ili ds of miles apart. . :
among bank affiliates thousan agh of major signit
i i ks are only part of the
ommercial and investment ban : : ; "

Mwﬂmmmm complex. Also included are financial advisors, insurance and stoc

kers, and the like, . . . o
e ,mvmhm have been accelerating mergers and erm.mmm among ?,BM _Mwﬁws m_w
nancial services complex, cutting across both business mmnawnmﬂwmiwmm onal
boundaries. The purchases in the United States by the gian Suiss bank
UBS A.G. are illustrative. During 1997 and Hoom\.ﬁrm Gm.bw mo.@:mmi e mﬂ >
cialized money management and corporate ma.imoﬂw,P m_ﬂwﬁﬂ w_b m mmﬂ brokerage

i i PaineWebber, the fi ar

0, and then in 2000 purchased . fifth la brokerage

MWMMMWE the United States. The bank could then direct! y ‘.?.oﬁmm Wﬂ.c QMHMWW
a wide array of services to corporations and wealthy individuals in ,
New York, Chicago, and so on.1¢

T The financial service firms in the major world centers have the advantage

H 1 : ﬁo
of what Sassen terms “global connectivity.” Their staff members know how

Figure 4.1 Banks from all over the world are part of the financial concentrations of
i . . .
m_m,c& cities. (Pictured is the Arb Bank in Zurich, 2001.)
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execute major international deals. With modern telecammiimimntia

TR AnkibiallUiad acais. Vith modern tel SLLINUNICALIonNS, mﬁgm in
cities like Dayton, Ohio, or Palermo, Italy, know the day’s closing prices on the
New York Stock Exchange the same time as everyone else in the world. They
may not fully understand its significance, though. What the staff members of
firms in the major financial centers uniquely possess is the expertise to interpret
what those closing prices will likely mean for future investments and to guide
a client by assessing the risks of specific crossnational ventures,l”

An excellent example of a firm with this type of specialized knowledge is
Goldman Sachs, a leading New York investment bank that has concentrat

ink that has concentrated on
global communications. During the 1990s, when government-owned telephone

dollar public stock offerings in Denmark, Hong
Kong, and Japan, and was consultant to giant telecommunications mergers in
England, Germany, and the United States, One industry observer described the
highly successful Goldman Sachs strategy for its client companies as: “If it was
owned by the government, take it private. If it is private, take it public. Then
merge it. They are a transaction machine.”18 And each transaction meant a fee
for Goldman Sachs,
Many of the most successful of these international firms have contacts to
open doors in the capitals of the world. For example, the Carlyle Group is a pri-
vate equity firm based in Washington, D.C. Its specialty is buying and selling
companies, often across national lines. The funds used in Carlyle Group’s pur-
chases come from such diverse Sources as pension funds in Texas and Califor-
nia and oil money from Saudi Arabia. The advisors and directors of the Carlyle
Group include former president George H. Bush and former presidents or
prime ministers of Britain, Thailand, South Korea, and elsewhere. mvmnwmmwmbm
in the purchase of foreign companies regulated by their governments, the Car-
lyle Group has used its connections to learn when there will be shifts in gov-
ernment spending that could affect the value of companies in the future,®
In order to illuminate the general place and role of banking and finance in
the global economy, it is instructive to examine the Bank of New York (BNY), a
large institution that was especially successful in attracting foreign clients, par-
ticularly from Eastern Europe. As Russia, Poland, and other Eastern European
nations moved into a capitalistic mode during the last decades of the twentieth
century, cooperative arrangements with U.S, banks

arrange it. Large banks in cities with major stock exchanges, like New York,
have departments that specialize in stock capitalization.

Many U.S. banks were eager to do business with the Russians, but because
of their locational advantage, New York banks, especially BNY, were able to ob-

—
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tain most Russian business. Banks were interested because it meant new clients
who, in addition to paying commissions for special services, could be billed for
transaction fees on their accounts. Even though each transaction (e.g., a deposit,
withdrawal, transfer) involved only a nominal fee (typically about $3), many of
these accounts had extremely high volume. For example, in a six-month period
between October 1998 and March 1999, one BNY account that linked firms in
New York and Moscow had 10,000 transactions. Unfortunately for the bank
and several of its chief executives, this account was apparently used to move
profits from illegal activities in Moscow to a “front” company’s account at BNY.
The money then was sent to banks in England, Italy, and Switzerland before
being returned—its origins moot, hence “laundered”—to a bank in Russia.

The BNY money laundering scandal was a criminal corruption of the in-
ternational banking system and a deviant exception to the way the system
normally operates. However, it is instructive to examine the BNY fiasco be-
cause criminal, or deviant, behavior typically provides insight into the socie-
tal (or intersocietal) arrangements in which it occurs. The same Internet
technology that makes it possible for distant friends to stay in touch via
e-mail messages also improves the access of child molesters to kiddie porn. In
the future scientists wishing to study our current technology would learn
much by studying the actions of those convicted of transmitting or receiving
illegal images of children. To illustrate further, criminal groups—mafias, La
Cosa Nostras, and so on—have usually organized following the same forms
(e.g., familial or bureaucratic) that predominated in legitimate sectors of soci-
ety. Thus, one could gain insight into a wide range of legitimate business op-
erations by studying how criminal syndicates were organized. In a parallel
way, money laundering through BNY helps us understand many conven-
tional aspects of international banking.

The central figure in the story was Natasha Gurfinkel Kagolovsky. Russian
born, Princeton educated, Kagolovsky was a senior vice president at the BNY’s
main office in New York, in charge of the bank’s Eastern European Division.
Her husband, who lived mostly in Russia, was a banker and oil executive and
Russia’s former representative to the International Monetary Fund (IMF). He
was apparently of great help in steering corporate clients in Russia to BNY.
(U.S. investigators later accused him also of diverting $200 million in IMF loans
through the bank.) Reporting to Ms. Kagolovsky and working as head of the
Eastern European Division in the bank’s London office was another Russian-
born executive, Ludmila Edwards. Her husband, living mostly in New York,
opened the BNY accounts to which the Russian funds flowed. The source of
most of the money, according to the FBI, was the Russian mob’s profits from
drugs, extortion, arms traffic, and prostitution. From New York, Mr. Edwards
moved the funds to European banks and eventually the laundered funds re-
turned to Russia. There was apparently enough money for everyone to make
out nicely. Ms. Kagolovsky purchased a condominium in Manhattan in 1997
for $796,000 and Ludmila Edwards bought a $500,000 apartment in central
London—and both paid cash.?
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The importance of U.S. dollars to world trade made it likely that Russian
money laundering would involve changing local currencies into U.S. dollars.
New York’s role as the leading financial center in the United States made it likely
that a bank located in New York would be involved. The amount of money cross-
ing borders is so great, making the potential for bank profits so large, that normal
safeguards are sometimes relaxed. BNY is not alone in this regard. Its problems
would be less interesting to us if they were unique. Thus, at the same time that
key officials at BNY were being indicted, a congressional committee began to ex-
amine Citibank of New York which, during the 1990s, became the preferred
banker for elite families in Asia. That probe focused on illegal transfers between
Citibank’s corporate parent in New York and its Hong Kong branch.?!

There are at least two indicators that can be employed to focus on the con-

centration of capital in major financial centers:

1. the location of the largest banks in the world as defined by their total
assets,

2. the location of the world’s largest financial service institutions, as re-
flected by market capitalization (i.e., the value of their common stock).
Included in the latter category are banks, plus insurance companies,
brokerage firms, holding companies, and the like. Both measures reflect
the presence of extensive capital in a city, and the likely availability of fi-
nancial expertise to go with it, though as noted in the introduction to
this chapter, each indicator yields a somewhat different ranking of cities.
It is important, therefore, to examine both indicators, and the two sets of
findings—involving the thirty largest banks and one hundred largest fi-
nancial institutions—are presented in Table 4.2.2?

TABLE 4.2 Location of Leading Financial Firms*

World’s Thirty Top One Hundred
" Largest Banks Financial Institutions
City (%) (%)
Tokyo 27 9
Paris 13 2
London 10 10
Frankfurt 10 6
Bejing 7 1
New York 7 14
Osaka 7 2
Munich 3 4
Zurich 3 4
Chicago 0 4
Total 87 56

* This table includes only the ten cities that house 2 percent or more
of either type of firm. For this reason, neither of the columns totals
100 percent.
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highly concentrated: 60 percent of the total are in the four principal centers:
Tokyo, Paris, London, and Frankfurt. Add Bejing, New York, and Osaka, and
the seven principal centers contain over 80 percent of the world’s total. The lo-
cation of the leading financial institutions is more dispersed, though still quite
concentrated, as the seven leading cities contain over half of the world’s total.
Several other cities contain some of the largest banks or financial institu-
tions, but fewer than the leading cities listed in Table 4.2. The most important

of these cities to consider are Amsterdam, Dusseldorf, and Geneva.

MULTINATIONAL CORPORATIONS AND
FOREIGN INVESTMENT

Perhaps the most significant form of conglomeration in the major global cities
involves multinational (or transnational) corporations. Included here is any
corporation that engages in economic activity in nations other than the one in
which its headquarters is located. The largest of these corporations are involved
in production and sales across much of the world. The vast resources controlled
by the largest multinationals make them an enormous asset to the city and na-
tion in which they are housed.

Many of the largest multinational corporations are household names, fa-
miliar to people everywhere in the world. Others have less public recognition
either because their products are not sold to the general public (e.g., industrial
chemicals) or because they have brought together a number of product lines
that are marketed separately, so many people do not recognize their vast con-
solidation of ownership in the marketplace. For example, the Diageo Corpora-
tion is a consumer goods company whose size is interesting precisely because
it is not among the top fifty multinationals in yearly income or total assets. It is
a London-based corporation that many people have never heard of but almost
everyone is familiar with some of their products. Diageo’s holdings fall into
three categories®*:

1. spirits and wine, labeled under such names as Hornbwm Walker and J&B

(the two best-selling brands of scotch in the world), Smirnoff, Baileys,
and Guiness beer and ale

2. packaged foods, under the following labels: Pillsbury dough products,
Green Giant vegetables, Old El Paso Mexican foods, and Haagen Dazs
ice cream

3. fast foods: Burger King

Most of the products sold by the various divisions of Diageo Corporation
are virtually identical throughout the world. Among Burger King Whoppers,
for example, there is essentially no variation. However, like many multination-
als, Diageo subsidiaries also make some concessions to local tastes. In Japan, for
example, the second leading Haagen Dazs ice cream flavor, after vanilla, is
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comn and tuna.)

Throughout the world, one can find salesrooms for the same automobiles
or television sets and franchised restaurants serving the same food, but about
90 percent of the headquarters of multinational corporations tend to be con-
cenirated in a few of the economicaily most advanced nations. The United
States, the United Kingdom, Germany, France, and Japan are the leading na-
tions in this regard. If one looks at all corporations conducting business in more
than one nation, then Germany is found to house the most parent corporations
and the United States is in fourth place. When the size of firms—and indi-
rectly, therefore, their wealth and importance—is taken into account, the head-
quarters of firms is even more highly concentrated in a small number of nations
and the hegemony of the United States becomes more apparent. To illustrate,
Table 4.3 focuses solely on the headquarters of the one hundred largest multi-
national industrial corporations. (If other types of companies had been utilized,
the specific numbers would change, but the overall pattern would remain the
same.) Table 4.3 makes it clear that, although the United States has lost some of
its large share of the top global firms, mostly to Japan, it nevertheless head-

quartered the greatest percentage of the largest firms throughout the twentieth
century.?

The small group of nations (and cities within them) that house the multi-
national corporations (see Table 1.1 in Chapter 1) are highly advantaged be-
cause extremely large amounts of capital flow to the headquarters nations, and
enormous influence over decisions made throughout the world emanates out
from the national homes of multinational corporations. The largest transna-

tionals are, in fact, richer (and probably exert more influence in the world) than

- many moderately well-off nations. To illustrate, in 2000, a typical year, Exxon-

Mobil and General Motors Corporation both exceeded entire nations such as
Peru, New Zealand, and Hungary in wealth.2

.>m noted earlier, one reason firms establish production facilities outside of
their headquarters nation is to find relatively cheap labor and raw materials.

TABLE 4.3 Headquarters of Top Global Industrial Firms

Country 1912 (%) 1995 (%)
United States 52 40
United Kingdom 15 13
Germany 14 7
France 6 5
Japan 0 21
Rest of Europe 6 12
Rest of Non-European World 7 2
Total 100 100




82 GLOBAL CITIES

Within the Diageo Corporation, for example, Guiness established a brewery in
Tanzania (Africa) and Pillsbury operated a piant in Irapuato (Mexico). Other
reasons for transnational investments are access to new markets, especially
when trade barriers discourage imports, and for economies of scale. The latter
has been especially important in recent years to firms experienced in foreign
operations. To illustrate, consider the recent investments of the French au-
tornaker Renault. Recognizing that its factories in France were old and ineffi-
cient, and hoping to expand sales outside of France, the company sought to
diversify its products and production facilities. During 1999 and 2000, Renault
purchased a 37 percent share in Nissan (of Japan), a 51 percent share in Dacia
(of Romania), and a 70 percent share of Samsung Motor {of Korea). With these
investments, Renault expected to be able to coordinate production and opera-
tion facilities throughout much of the world.?” It remained for a board of direc-
tors meeting in Paris to later decide which of the facilities in Japan, Korea, and
Romania might eventually be closed, expanded, or merged with others.
When a subsidiary of the Diageo Corporation builds a brewery in Africa or
Renault purchases an automobile factory in Romania it entails Foreign Direct
Investment (FDI). The current definition of FDI, according to the International
Monetary Fund, requires the purchase of at least 10 percent of the equity of the
firm receiving the funds.?® That criterion is employed to assure that the foreign
investor will have a voice in the management of the company. The ownership
of most large transnational firms is spread among thousands of small, separate

investors. A holding as small as 10 percent is often sufficient, therefore, toc ac-

cord a single owner a substantial amount of control.

Since about 1970, the worldwide volume of FDI has multiplied many times
over. To be exact, total investment abroad by transnational corporations was
less than $50 billion in the early 1970s. By the late 1990s it exceeded $350 billion,
and over the past quarter century, it grew much faster than other components
of the world’s gross domestic product, providing another reflection of in-
creased internationalization.?’ In recent decades, there have been two major

flows of FDL. The first has gone from firms in economically advantaged nations, |

such as the United States and the United Kingdom, to firms in less economi-
cally advantaged countries. Most of the latter have been located in either Asia
(notably Cambodia and Vietnam) or Latin America and the Caribbean (notably
Columbia, Trinidad and Tobago). In addition, a growing proportion of FDI to
these nations has tended to exceed the 10 percent criterion and, in fact, results
in majority control for the foreign investors. The second major FDI flow has oc-
curred among firms within economically advantaged nations, and has been
less likely, than the first flow, to result in majority control for the investing firm.

Table 4.4 describes nations and cities according to the sum of FDI flowing
outward from firms within them. The first column indicates the total amount
of such funds invested in 1996, and shows that the United States, and to a lesser
extent, the United Kingdom were in their own categories, that is, without
equals. Moving down the first column to lower levels of investment, the num-
ber of more or less similar nations increases in number. When a number of na-
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TABLE 4.4 FDI Outfiows and Multinational Headquarters

Cities with

Billions at Least
Invested 10% of Top Cities with Between
(U.S.9) Nations Global Firms 1% and 5% of Firms

Over 80 United States New York Chicago, Los Angeles, Sant Francisco
Over 50 United Kingdom London
20-30 France Paris
Germany Dusseldorf, Frankfurt, Munich, Stuttgart
Hong Kong* Hong Kong -
Japan Tokyo Osaka
Netherlands Amsterdam
610 Belgium
Canada Toronto, Montrealt
Italy t*
Switzerland Zurich
3-5 Korea Seoul
Singapore Singapore
Sweden Stockholm
Taiwan Taipei

* K is an “a fontatonaton E R RN ST PRpa
moum.:cnm isan .un.,‘Br_qu:n”Zc region” of Mainiand China with its own economy. Almost all of its
population resides in Victoria, the capital of Hong Kong Island.

Forreys e .
Unlike other cities within nations that are presented alphabetically, Toronto is presented first to call at-

tention to the fact that it has more corporate headquart i
ers than Montreal a
other ecomamic e b q nd scores higher on all of the

* Both Milan and Rome barely missed inclusion.

tions are in the same category (column two), they are presented alphabetically
_umnmmmm from year to year small increases or decreases in their FDI change the
rankings among nations within (but not between) these categories. Columns
three and four indicate the cities in these nations in which the transnational cor-
porations making the bulk of foreign investments are located. Specifically, col-
umn three notes the major headquarter cities, each of which houses 10 percent

- or more of the top global firms. The final column includes the next largest set

of headquarter cities, each of which houses between 1 percent and 5 percent of
Em.Hmw&sm firms in the world. There were no cities or metropolitan areas in
Sr.ﬁ: between 6 percent and 9 percent of the top global firms were located.
ﬁ:m absence of intermediate cases suggests the fruitfulness of placing cities
into Emmm two categories, as in Table 4.4, rather than trying to view them along
a continuum,

In mrm table, the investments noted in column one pertain to nations, and
m.:.wwm figures are straightforward. Obtaining information about the nations’
cities in which the investing firms are located is more difficult. Two kinds of in-

~ formation can be used. First, there are a number of listings of leading interna-
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tional corporations. Some rankings, such as Fortune's O._owmw m?mlmcb&,mﬂ\ are
based solely on the firm’s total revenue for the @nmn.mn&bm year. To use this list
to indicate city locations, one must assume that a firm’s total revenue reflects
its volume of nondomestic activity, which is true more often than not, but not
necessarily the case. Another type of measure attempts to focus more mﬁmﬂ?
cally on firms’ degrees of internationalization. %On mxmmsmimnmeo-‘n.EWmmmp wmm
combined the percent of a firms’ total assets, sales, and mB?o%Bm.:ﬂ that are
foreign into a single index, and then employed this index ».o identify the .osm
hundred most transnational firms. Despite a few differences in Fm corporations
that are included with each measure, the urban areas in which mﬁrmn set of
firms are located are remarkably similar. Columns three and four in table 4.4
rely on both of these indicators.

Whether cities are in the higher (10 percent) or lower (1-5 wmnnmbc. cate-
gories in terms of FDI outflows is a function of their nation’s urban configura-
tion and FDI volume. The total FDI outflows from the United States are so large
that the nation can contain one major world center of corporate headquarters,
New York, as well as three secondary world centers, in Chicago, Los Angeles,
and San Francisco. France, in contrast, has only one major 2@5 center, m&-
lowing a classic primate city pattern in which a single Emﬂaoonmz area, Paris,
dominates as the nation’s headquarters for transnational nou.,.@owm.aobm. Al-
though Paris has historically been its nation’s most dominant city, its mrwwm of
France’s international economic activity increased over the last quarter of the
twentieth century, mostly at the expense of Lyon and gmn.mmamm. o

In other nations, such as Canada and Germany, there is a more even distri-
bution of headquarters locations among two or more Em.ﬁao.@orwwb areas. In
Germany there are two sets of cities that have expanded into important conur-
bations: the Rhine-Maine conurbation, with Frankfurt as :m.: global urban flag-
ship,”3! and the Rhine-Ruhr conurbation, in which no one city stands wcﬁ. m.<.m:
though these nations score relatively high in FDI ocwmwim\ ‘%m.% contain no sin-
gle urban area among the world's top headquarters cities—which would not be
the case if they followed the primate city pattern.

CORPORATE SERVICE FIRMS

As economic activity became more global, the mnm.ﬂm and no.Bva:% wm transac-
tions increased, prompting the growth of specialized service firms to wm.oﬂnm
diverse types of assistance to corporate rmmmn?m.nmam.. Decision Bm.WB.m in the
home offices of multinational corporations requires diverse expertise in inter-
national banking and finance, advertising, mnnocb.ﬁ.wbm\. and law. H.Tm EB.m that
provide these services to the headquarters of multinationals ﬁwwwam the infra-
structure necessary to run “the advanced corporate economy. Hr.m% do not,
of course, provide entirely new services that suddenly appeared wﬁ? global-
ization. What has changed is the increase in demand for such specialized serv-
ices and it has led to enormous growth in their scale and scope. mmnmc.mm service
firms bill resource-rich home offices, they have been particularly profitable and
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are able to afford desirable office space near the center of midtown Manhattan,
the City of London, and elsewhere.® In fact, by the turn of this century, service
firms accounted for about 40 percent of all employment in the central business
districts of many global cities.

In recent years corporate service firms have tended toward increasing scale
to accommodate the multinational corporations whose accounts are large,
hence highly valued. The service firms have had to reorganize to prevent the
appearance of conflict that could arise if they maintained as clients companies
that competed with each other. For example, when a manufacturing company
buys a retail food chain, the law firm that has been billing the manufacturing
company would likely want the business of the food chain as well. In fact, not
handling the food chain’s legal matters could threaten the loss of the parent
(manufacturing) company’s business. But what if the law firm previously ac-
cepted a retainer from a rival food chain? Each client might be uncomfortable
if the law firm attempted to represent the other. The same potential problems
arise for firms providing accounting, advertising, and other services.

To illustrate how service firms have realigned themselves to handle poten-
tial interclient conflicts, consider True North Advertising. One of the top-ten ad
agencies in the world with a roster of huge clients, in 1999 it moved all of its
component parts into one of two renamed agencies, Bozell and FCB. To en-
hance their image as separate agencies, separate management teams were put
into place. Bozell was able to service the Bank of America account, while FCB
handled Chase Manhattan, and neither client had reason to object; Bozell then
took Bell Atlantic Mobil, while FCB serviced AT&T, and so on.%

To better understand how large corporate service firms have expanded
around the world, the research of a group of geographers at Loughborough
University in England is illuminating. For the past several years, this research
group (known as GaWC for “globalization and world cities”) has been tracking
the growth and connections among corporate service firms. Focusing upon the
intercity linkages of the firms'is on strong grounds theoretically, given the
widespread conception that globalization entails an increasingly dense net-
work of cities and that the command and control functions of world cities is
best expressed via exchanges among cities.3

In one study, the GaWC group examined large U.S. law firms. Such firms
clearly represent a specialized, knowledge-based producer service, though na-
tional jurisdictions over legal codes have somewhat discouraged the transna-
tional growth of law firms. They were almost always local until around 1965,
when they began to follow their multinational clients across national bound-
aries, despite the fact that most legal systems remained state based. The firms
were still able to offer clients information and advice unavailable in most places
and they hired local lawyers to complement their international specialists.

Many of the largest of the law firms are now found in several principal
cities of the world. Baker and McKenzie, originally a Chicago firm, is the largest
in the world and the most global. It provides foreign investment advice to
150,000 clients and employs 1,800 lawyers outside of the United States. Baker
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and McKenzie now denies that Chicago, or anywhere else, is its headquarters.
It has become global to the point of becoming “homeless.” As one might expect,
New York is the U.S. city in which the most law firms with foreign offices are
located. It is home to a third of these international U.S.-based firms. (Chicago is
a distant second.) The foreign city in which these law firms are most likely to
be present is London, followed by Hong Kong, Paris, and Tokyo.3

Of particular relevance to our interests here, the GaWC research group
studied sixty-nine major multinational firms in four sectors: law, advertising,
accounting, and banking and finance. Within each of the four sectors, cities
were given scores ranging from 0 (no office was present) to 3 (meaning it was
the corporate headquarters). Intermediate scores (i.e., 1 or 2) reflected the size
and importance of nonheadquarter, affiliated offices. Summing across all sec-
tors, city scores ranged from 0 to 12 (i.e., scores of 3 on each of the four sectors).
Cities in the three highest categories—involving scores of 12, 10, and 9 (no city
had a score of 11)—are presented in Table 4.5.5 Only four cities had perfect
scores (i.e., 12), and they are the same cities that were found at or very near the
top of all of the previously considered world economic indicators. Most of the
cities in the second and third groups (i.e., scores of 10 and 9, respectively) are
also in familiar positions on global economic hierarchies. The GaWC research
group’s findings also suggest a fourth tier of cities with significant numbers of
global service firms, but fewer than those noted in Table 4.5. Included in the
fourth tier are Brussels, Madrid, and Washington, D.C.

The importance of basing ratings on multiple indicators is reinforced by the
observation that some cities that scored highly on the other economic measures
did not score highly on service firm locations. Especially notable is Osaka, the
sight of a major stock exchange and home to a concentration of the world’s
largest banks. Its service firm score is only 6, however, putting it in a category
that includes Jakarta, Prague, Santiago, and a number of other cities that do not
score highly on any world economic indicators. If one relied solely upon the
GaWC index, the international economic standing of Osaka would be sericusly
underestimated. That is also true for other cities, such Stockholm (which scored
5, even lower than Osaka). On the other hand, several cities had much higher
scores on this linkage measure than any other economic indicator.

THE ECONOMIC HIERARCHY

Our objective now is to combine the four specific indicators discussed in this
chapter into a single index that can be used to describe the global urban eco-

TABLE 4.5 Cities with Highest Concentrations of Global Service Firms

Service Firm Scores Cities
12 London, New York, Paris, Tokyo
10 Chicago, Frankfurt, Hong Kong, Los Angeles, Milan, Singapore
9 San Francisco, Sydney, Toronto, Zurich

FOUR e Cities in the Global Economy 87

nomic hierarchy. Any city’s score on this composite index may be interpreted
as providing the best measure of that city’s place in the global hierarchy. To
combine indicators it is helpful to assign numerical values to the cases (i.e.,
cities) because they can readily be added. We will proceed by assigning a score
of 10 to cities that were placed at, or near, the apex of any indicator. Cities in the
next highest group will be given a score of 7, and cities in the third tier will be
oted in addition to the leading cities will
be given a score of 1. To illustrate, Table 4.1 described the location of the world’s
largest stock exchanges. New York, in the highest category by itself, receives a
score of 10 on this indicator. Frankfurt and three other cities in the second rung
each receive a score of 7. Hong Kong is the first of five cities in the next cate-
gory, and each of them receives a score of 4. Finally, Chicago, Madrid, and Syd-
ney were noted as three cities with sizeable stock exchanges, but below the
leading cities included in Table 4.1. Each is given a score of 1. This is, of course,
an arbitrary set of numbers. One could just as readily assign cities scores of 80,
40, 20, and 10, for example, or 4, 3, 2, 1. It is important, therefore, not to exag-
gerate the significance of small differences between cities’ scores.

Table 4.6 presents, in column one, all the cities among the world’s leaders
on any of the economic indicators discussed in this chapter. The next four
columns present all of the cities’ scores on each of the indicators. (A dash indi-

cates that the city was not among the world leaders on that indicator.) The final
column shows the total scores on the composite index

ILINTY SINOW RS ARRaL SLOICE LN e CUINPOSIE INGCX.

New York (with a total of 40) has the highest score. It could be placed alone
at the apex because it was the only city that received the maximum score on

aivon a genre of 4 Thacse athar ~itiag
HIVELL A SLULT UL 1. 11IUST UUITL CLIUCS TIUeU o aUUlItlon o

‘every indicator. On the other hand, the difference between New York and Lon-

don, Paris, and Tokyo, all of which had scores between 34 and 37, may be too
small to treat as significant. Therefore, an equally plausible argument could be
made for placing these four cities in the same category and regarding all of
them as the leading cities in the global economy. The latter interpretation, as
noted in the introduction to this chapter, is what most analysts have done. It
was behind this top group that we saw a lack of consensus. Indeed, we noted
that the different indicators employed here sometimes produced very different
rankings. Frankfurt, with a score of 28, has the next highest score on the com-

" posite index. It seems too far behind the leading cities to be included with them

in the top category. On the other hand, there are no cities immediately behind
it. Thus, Frankfurt is a unique economic center in a class by itself, but closer to
the top category than to the group below it.

Below Frankfurt, with composite scores of 15 or 16, are four cities that may
be regarded as comprising the second tier of cities in the global economy. In-
cluded here are Chicago and Osaka, historically “second cities” in their nations,
and Hong Kong and Zurich. Then there are six cities with scores between 8 and
12 that may be considered tertiary cities in the global economy. This category
includes Los Angeles, Milan, Munich, San Francisco, Singapore, and Toronto.
The entire hierarchy is summarized in Table 4.7.

At the bottom of the hierarchy are seven cities with scores of 4 or 5. All of
their scores are primarily due to the fact that they housed significant numbers
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TABLE 4.6 Global Cities Composite Economic index TABLE 4.7 The Global Economic Hierarchy

Stock Banks and Multinational ~ Services Score City
City Exchanges  Financial Institutions* Corporations Firms Total 40 New York
Amsterdam — v 1 4 — 5 34-37 London, Paris, Tokyo
Beijing — 7 — — 7 28 Frankfurt
Brussels —_ — — 1 1 15-16 Chicago, Hong Kong, Osaka, Zurich
Chicago 1 4 4 7 16 11-12 Los Angeles, Milan, Singapore, Toronto
Dusseldorf _ 1 4 — 5 7-8 Beijing, Munich, San Francisco
Erankfurt 7 10 4 7 28 4-5 Amsterdam, Dusseldorf, Montreal, Seoul, Stockholm, Stuttgart, Taipei
Geneva — [ - - 1
Hong Kong 4 - 4 7 15
London 7 10 10 10 ¥ then attract professional service firms, thereby enhancing the global signifi-
Los Angeles - - 4 7 n cance of the city.
Madrid 1 - - ! 2 In Chapter 7 we will present a different composite index based on whether
Milan 4 - ! 7 1z the world’s cultural industries are headquartered in a city. In Chapter 8, the
Montreal - - 4 - ! economic hierarchy presented here and the cultural hierarchy presented in
Munich - 4 4 - s Chapter 7 will be compared, and it will then be possible to further differentiate
New York 10 10 10 10 9 among global cities according to whether they house economic or cultural con-
Osaka 4 7 4 - B centrations, or both.
Paris 7 7 1o 10 # In addition to thinking about global cities arranged in an economic hierar-
Rome - - 1 | ! chy, it is important to conceptualize them as a network within which informa-
San Francisco - - 4 4 8 tion is exchanged, funds flow, and personnel are iransferred. The relationships
Seoul - - 4 o ! among many of these global cities is so well established that one city could
Singapore - - 4 7 1 drop out of the loop without necessarily disrupting the entire system because
Stockholm 1 - 4 o > firms and activities located in other cities can be utilized as equivalents. The
Stuttgart - - 4 - 4 best case in point was provided in the immediate aftermath of the terrorist at-
Sydney 1 - - - ! tack on the World Trade Center in New York. The large banks and specialized
Taipei - - 4 - ! ~services firms that had been housed in the Twin Towers before September 11,
Tokyo 7 10 o 10 7 2001, were suddenly paralyzed. Many had satellite offices in other U.S. cities,
Toronto 4 - 4 4 12 such as Boston and Washington, but instead turned to their affiliates in London.
Washington, D.C. - - - . 1 ! The investment firm of Cantor Fitzgerald, for example, was missing two
Zurich 4 4 4 4 16

thirds of its New York staff in the week following the terrorist attack. Its com-
munication lines were also severed. (Those lines had been used to price over half
of all trades in U.S. government bonds.) At the London office of the firm, em-
ployees worked around the clock for a week until they had Cantor Fitzgerald’s
electronic trading platform running smoothly. Traders and investors faced a
time-zone gap as a result of New York’s absence, though. In response, London
employees extended their shifts until midnight, local time, when their colleagues
in Tokyo could then take over (midnight in the United Kingdom is 9 AM. in
Japan). Thus, around-the-clock trading in securities was quickly reinstituted.

of multinational corporations. This was the “weakest” of the four indicators in
that more of the cities in Table 4.6 received a positive score for multinational
corporations than for any of the other indicators. Only six of the twenty-nine
included cities failed to receive any points for multinational corporations, and
five of the six were among the cities with the lowest scores on the composite
index. Thus, we can surmise that housing multinational corporations may often
be the first step toward becoming an economically important global city. The
indicator with the next greatest number of positive scores is the location of pro-
fessional services firms, and it would make theoretical sense to think of a pro-
gression in which cities become entry-level nodes in the global economy by
virtue first of housing multinational corporations, and that these corporations

POSTSCRIPT: SEPARATING PRODUCTS AND PLACES

Multinational corporations are, as we have seen, cornerstones of the world
economy. The concentration of their headquarters in select cities contributes to
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a global structure in which wealth flows to the cities (and nations) at the top of
the hierarchy, while influence and control emanate aoa.e:. However, J.&b%
multinationals have gone to great lengths to ocmncam their headquarters loca-
tion in order to present themselves as “local”; in ogmn. words, to Gw seen ww
“genuine” parts of every place they are sold. The .Hmm:: is ?m.ﬁ people’s menta
images often do not correspond with the czamzv_:sm economic mwmwmcmm..:vs
We can begin with the obvious point .n.:m»ﬂ the products of large .EEW:.M
tional corporations are necessarily “foreign” in most of the countries 5%2 i ,
they are consumed. In order not to appear foreign, ToBm.w no%.onucobm o ten at-
tempt to identify their products with local wnoﬂ..w. That is n_mm_mbmﬁm to increase
sales, of course, but blending also helps to insulate the company from nation-
alistic backlashes against foreign domination. In advertising its beer wﬂomcn.ﬁm
in the United States, for example, London’s Diageo Oo&uoﬁmsob w.&m often pic-
tured their Guinness beer in the hand of the Statue of r;.umZ%. To illustrate fur-
ther, consider corporate advertising at Expo Nooo\. ﬁmE in Hanover, O.mdbww?
in June 2000. As a World’s Fair, the Expo had exhibits from many nations, but
not from the United States. The U.S. Congress forbade the use of government
funds, so the U.S. commissioner for the fair tried unsuccessfully to raise private
funds for an American pavilion. U.S. corporations simply ﬁm?mmm to nOb.EUEm
to a national site at the fair because they did not want to be mwmwemmmm with any
particular nation. Coca Cola, for example, contributed $5 million in nmﬂ:.: for
rights to advertise using the Expo logo, but did 93.24).3 the __c.ma to be Sﬁm
nected to an American flag or under the roof of a building associated with the
i 5.39 ‘
CEHmSMMW N::Bmmob& corporations are able to separate their Hunoacn*m. from
their locations in people’s minds, the result is an wgoﬁvrocm noznmﬁﬂ.ﬂo:.om
commodities that are not identified with real places or with the underlying in-
terurban economic structure. A suggestive study om.mdm effect was reported by
Roper Polling in 1999. In thirty nations, representative samples of people were

first asked to rate which products were best from among a large number of in--.
ternational brands that included Disney, McDonald’s, Mercedes, Sony, and

i ifi i the pollsters asked
more. After people identified which they thought were best, . .
them the nowa% with which they associated the best product. Zoﬁ interesting
from our perspective is the finding that nearly half of all the international re-
spondents stated that the best brands did not belong to any country—they were

simply regarded as global products, lacking any national connection. Among -

younger, better educated, and more traveled respondents, the percentage of re-

spondents that tied the best products to the world rather than a specific nation ;

was over 50 percent.*?

CASE STUDY: McDONALD'S

McDonald’s Corporation, headquartered in suburban anmmo‘. leads the S.OHE
in number of franchises. Its golden arches may be the most widely recognized

corporate icon in the world. For that reason, McDonald’s could be a frequent
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target of antifranchise, anticapitalistic, or anti-American demonstrations. The
“antl” sentiments are widespread, but do not lead to mobilization until they are
galvanized. An interesting example is provided by the French farmer who led a
group of protestors in an attack on a local McDonald’s restaurant. Prior to mo--
bilizing a band of followers, he had no organization, few long-term allies, and
no real long-term strategy. However, his criticisms of McDonald’s tapped into a

widespread antagonism to the franchise in his couniry once he represented it as

an agent of external intrusion (“McDomination”) and many French citizens
began to agree that fast food—both in its preparation and consumption—was
decidedly out of place in their culture. One sociologist equated people’s embar-
rassient at being seen coming out of a McDonald’s in France with being
“caught leaving an X-rated movie” in the United States.4!

During the farmer’s trial, thousands of supporters showed up: teenagers
with green hair, middle-aged men with ponytails, and retirees, many wearing
T-shirts with the slogan, “The world is not merchandise, and I'm not either.”42
This is the kind of mobilization—cutting across age, class, and lifestyle
lines—that multinational corporations may most fear, and it provides an im-
portant part of the explanation for why corporations have often gone to great

- lengths to make themselves less conspicuous. The sporadic protests in France

notwithstanding, McDonald’s has been highly successful at blending with
local settings.

The twenty-four McDonald’s restaurants in India provide a good illustration

of how the corporation weaves itself into any milieu. Most of the population in
India is Hindu, hence they hold cows to be sacred and condemn their slaughter.

 Because they would never eat the meat of a cow, it is difficult to sell hamburgers

in India. The restaurant’s solution was the “Maharaja Mac,” made of chicken and
mutton. In every McDonald’s in India a sign is posted stating, “No beef or beef

products sold in this restaurant.”#3 At the new McDonald’s in Delhi, the Ma-
haraja Mac is now popular with Indians on their way to the Taj Mahal. Once this

flagship sandwich becomes connected in people’s minds with an authentic as-
pect of local culture (such as the Taj Mahal), the blending is complete.
However, the McDonald’s in the former Yugoslavia must surely provide

-the most dramatic example of how a corporation can fit in anywhere and be-
‘come part of local culture. During spring 1999, American planes and bombs
~were conspicuously involved in NATO air strikes on parts of former Yu-

goslavia. (The bombing was designed to stop Serbian atrocities.) When air raids
began, McDonald's franchises in Belgrade and other cities were vandalized by
nationalistic protesters who smashed windows and scribbled insults on walls.

_The restaurants were targeted because they represented a conspicuously Amer-

ican icon. Even though every one of the franchises in the former Yugoslavia was
entirely owned by McDonald'’s, the local head of operations launched a suc-
cessful strategy to get Serbs to view the company as their own. Toward this

- end, the restaurants closed for a few days while they redesigned the familiar

golden arches logo to include the traditional Serbian cap over one of the arches,

and this redesigned logo was set against the colors of the Serbian flag. McDon-
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ald’s printed thousands of banners and lapel buttons with the new logo and
d.
istributed them when the restaurants reopene \
aﬂmwwmc%m NATO bombing continued, McDonald’s passed o%w .%o:mmb.o_m nM
ici ti-NATO rallies. They convince

free cheeseburgers to the participants at an .

mMmMum that—in M&mﬂob to bombs falling from the mW.%|5m% were m:& in the mmM.M
boat. Hence, McDonald’s was as Serbian as the dinar people used to pay

i giihiielas (Chi o spokesperson
their fries. At McDonald’s headquarters in suburban Chicago, a spokesperson

argued that the local strategy should not be interpreted in :mmow& or ﬁmwcﬂm-
tional terms because it was the plan of the Yugoslav manager who was

g
tioning as a hamburger guy and not as a politician.
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Inequality

Since the 1980s, when studies began systematically to try to catalog the distin-
guishing features of global cities, one of the most emphasized characteristics
has been differences in the wealth of the highest and lowest segments in these
cities. Some analysts designated it income inequality while others referred to it
as class polarization, but all were offering essentially the same diagnosis. After
several decades in which the middle class had grown substantially, especially
in the most economically advanced nations, observers believed it might be re-
ceding and that the highest and lowest classes were expanding. As a result,
they hypothesized that the overall distribution of wealth, or income, in the
global cities might be moving toward the shape of an hourglass. Friedmann
and Wolff, in one of the earliest studies, used the metaphors of the “citadel” and
the “ghetto” to describe the expanding classes at the top and the bottom. ! They
selected terms with an ecological referent to highlight the fact that they were

~.. not only describing strata within a hierarchy, but groupings that were segre-

gated spatially from each other as well.
If the hypothesis about increased inequality being a concomitant of global

ity development turns out to be correct, it would portend serious future diffi-

culties because inequality eventually results in multiple social and political

- problems. When there is a high degree of inequality in a city or nation, it can be

difficult to maintain civic order and security, seek justice, provide needed wel-
fare, and so on.2 Of course there is nowhere, other than a fanciful utopia, in
which everyone has the identical amount of whatever it is that people value.
Some difference is ubiquitous. It is a high degree of inequality that creates spe-
cial problems, as described later in this chapter’s case study of Sao Paulo, Brazil.

In the following pages we will examine income inequality in both global
cities and in nations. Although our primary interest is in cities, it is important
to consider nations also because some of the inequality in any city is a result of
national policies. The degree to which access to education is left to the market-
place, for example, will have a profound effect on opportunities for intergener-
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