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 (FDI: 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?
A new international division of labor accompanies the new global economic order, or so globalization theorists tell us.  But what does this mean and how does it affect the management of global cities?  There are at least two primary effects of globalization on the labor force: at the high end and the low end of the compensation spectrum.  First, it is important to acknowledge that managing a global enterprise requires a high level of expertise.  Global firms employ highly educated people to conduct their far flung operations and to coordinate the elements of design, production, marketing, and distribution, in addition to the supply chains necessary to support such functions.  Multinational firms may directly hire talented people to do this work or they may contract with producer services firms in global cities which possess specialized skills in law, property management, advertising, insurance, accounting, and finance.  The people who do this sort of work are drawn from all over the world and constitute a new global producer class.  Some are tied to particular cities (as we will see later in the term) while others are footloose, moving from place to place.  They are all very well paid, which means that cities can benefit from the incomes they earn from their positions in the global economic hierarchy.  
Global command and control centers like New York, London, Tokyo, Los Angeles, and Paris are homes to many of these highly paid managers and professionals, and their spending on housing, retail, and entertainment can fuel the rebirth of high-end urban neighborhoods.  This is the glamorous side of the global labor market: a white collar class, highly educated, technologically sophisticated, unusually mobile, extremely well paid, and disposed to live in cities.  This group is often seen as the vanguard of changes in the urban workforce that are making their way down the ladder, as more and more jobs become tied to international markets, rely on information and communications technology, and depend on enhanced levels of education and specialized training.  

Not all work within the international division of labor has been transformed in these very positive ways.  One of the characteristics of the new global labor market is that those workers at the apex of the command and control structure can move resources around the globe in order to achieve the maximum benefits for investors and owners.  Labor that was previously done in, say, the United States or France has been shifted to Japan and Taiwan, then to Korea and Mexico, then to China and Vietnam, as managers chased lower wages, more favorable tariffs, and weaker environmental laws.  Workers in previously remote parts of the world are now tied into the global workforce more than ever before.  Developing cities seek out these connections, for they promise work and wages for vast numbers of urban dwellers with limited incomes and scarce opportunities.  Although some of this work may be technologically sophisticated, it is not necessarily so.  The chief advantage of labor in a developing country may be its low cost rather than its use of computers or skilled workers.  Although not as glamorous as the high tech workers in finance and communications found in the glass and steel skyscrapers of global cities, these low-paid workers are an integral part of the international division of labor as well.

We must also consider that low-end work persists even in the most advanced global cities.  Modern cities thrive on low-paid service work: work that is frequently done by immigrants or minority groups.  Cleaning and maintenance, hospitality (restaurants and hotels), and light manufacturing all continue to draw low-wage workers to cities.  Lack of education, restricted language ability, and limited job skills are not necessarily barriers for such work; indeed, they may be pre-requisites.  The labor market in big cities, in other words, ranges from the most sophisticated to the most rudimentary, which means that global cities, in spite of their tremendous wealth, also contain large populations of workers whose contribution to the city is essential, but whose work is anything but glamorous.

Although labor markets are shaped by private decisions, public policies also play a role.  Immigration and naturalization policies affect who is allowed to enter a country, who has legal status, and who can enjoy the benefits of citizenship.  Labor laws affect worker compensation and working conditions, influencing not only the lives of individual laborers but also the costs of doing business.  Environmental regulations can raise or lower costs of production in addition to shaping both health and the environment.  The global labor market, in other words, is the product of corporate, individual, and governmental decisions.

As you read the material for this section of the course, ask yourself how labor is connected to the global economy.  What linkages are there between decision-makers in global command and control centers and workers in developing countries?  What is the “market” for labor in a highly developed global city like London or Shanghai?  What jobs are available and to whom?  What do employers want?  How are wages determined and by whom?  Imagine yourself in the position of a public official in a global city: what concerns you about the labor market and what can you do about it?
