Preface: Cities in a Global Economy

Global trade is not new.  Multinational corporations have been around for many years.  International finance is as old as trade itself.  Port cities have long played a crucial role in the economy.  At almost any time in human history, we can identify cities that dominate and coordinate economic activity, around their hinterlands and as far as transportation technologies extend the reach of trade.  Economic activity on a world scale has been commonplace for centuries, in other words.  Therefore, we need to be very careful when we ask what is distinctive about the role of cities in the new global economic order.  
Typical responses fall back on claims that the density of connections, the speed of decisions, and the scope of operations of the global economy today are so unusual that they constitute not merely an intensification of previous trends but a new system altogether.  According to this perspective, a few cities occupy key positions within the networked global economy, acting as command and control centers where movements of capital are determined based on a synoptic grasp of economic information that is largely beyond the reach and understanding of economic actors in other places.  Other cities, while not at the apex of the global economic hierarchy, have less control over the movement of information, money, and trade, but they do help coordinate and conduct economic activity, creating linkages with farther flung locations that serve as sources of labor or raw materials or as target markets for goods and services developed higher up the economic ladder.  Still other urban areas may be connected to this global system primarily through their role as sites for cheap production of goods which are designed and consumed elsewhere in the world.  Almost every city in the world is subject to price changes and commodity allocations determined at the apex of the system.  Viewed together, these second and third tier cities form networks of global economic linkages extending outward, each with functions assigned to it from the command and control centers of the new global economic order.
The premier cities in this global network – those key command and control centers like New York, Los Angeles, Tokyo, London, and Paris – are distinguished by the concentration of higher economic functions they support.  From these locations, decision-makers direct global enterprises, manage global capital flows, and provide expertise necessary to conduct business across borders and around the world.  This does not mean that all important economic activity, or even all significant global economic activity, is monopolized by these places, but it does mean that they will have a disproportionate influence over the global economy, and far more influence than cities lower down the hierarchy.
Global cities are important, in this telling, because they have become as influential, and perhaps more influential, than nation states.  The decisions made in such cities are not constrained or contained primarily within national borders, and the most important linkages such cities have are to other global cities, rather than to other cities within their respective countries, though these ties too may be very important.  Foreign direct investment (capital investment from sources outside national boundaries) thus becomes the key development force within these cities.  The economic success of a city increasingly depends on its connections to the global network rather than to national networks.  Local success, in other words, is determined from abroad.

As a result, economic activities that appear to be local are really the products of a sophisticated system spread over several countries.  The business of conceptualizing, producing, transporting, and selling goods requires an understanding of the global chess board: wages, taxes, tariffs, laws and regulations, travel times and costs, how to direct raw materials and components around the world to reduce costs and maximize profits.  These activities are conducted most efficiently and successfully in global cities.
What is the effect of these activities on the nodal cities in this global complex?  Not surprisingly, those at the apex will be home to the most lucrative functions of global capitalism.  As we will see in the readings for this section of the course, those key functions will be carried out in corporate headquarters, stock and commodity exchanges, and specialized firms that occupy the most valuable space within the city.  Landmark skyscrapers, high-end retail districts, and upper class neighborhoods, these are telltale signs of the wealth available to those at the top of the economic ladder.  New investment in the urban core has led to the revival of downtown areas and the creation of new skyscraper districts in aspiring global cities, with corresponding increases in real estate values.  Some cities, in other words, have benefitted enormously from their positions in the global economic hierarchy, and their physical transformation is the outward sign of their connectedness within the global system.
Imagine that you are a public official in one of these cities.  How would you view your role in the global system?  What policies would you want to pursue?  What worries you about the sort of investment made by global economic players?  What relationship do you have to economic decision-makers?  What do you have that they want?  What do they have that you want?  In what sense is there a partnership between you?
