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Cities and Economies

Cities and Economies explores the complex and subtle connections between cities
and economies. The rise of the merchant city, the development of the industrial
city and the creation of the service-dominated urban economy are explored, along
with economic globalization and its effects on cities in both developed and
developing economies. This book provides a thorough examination of the role of
the city in shaping economic processes and explains the different effects that
economies have on cities. It provides an invaluable and unrivaled guide to the
relationship between urban structure and economic processes as they compare
and contrast across the world.

The authors examine the complex relationships between the city and the economy
in historical and global contexts, as well as evaluating the role of world cities, the
economic impacts of mega cities, and the role of the state in shaping urban
economic policies. They focus on the ways in which cities have led, and at the
same time adapted to, economic shifts. Large cities are viewed as the centers of
regional and national economies, while a small number are defined by their
centrality in the global economy. 

The book examines:

● Key ideas and concepts on the economic aspects of urban change.
● The changing nature of urban economies and their relationships with

changes at the national and global levels.
● Current economic issues and policies of large cities around the world.
● The links between globalization and economic changes in cities and the

growing competitions between them.

Cities and Economies uses case studies, photographs, and maps of the US,
Western Europe and Asia. Written in a clear and accessible style, the book answers
some fundamental questions about the economic role of cities. Cities and
Economies is an essential text for students of Geography, Economics, Sociology,
Urban Studies, and Urban Planning.

Yeong-Hyun Kim is Associate Professor in Geography at Ohio University, USA.
Her teaching and research specialty includes globalization, urban political
economy, development, and Asia. She is currently working on migrant labor in
Seoul, South Korea.

John Rennie Short is Professor of Geography and Public Policy at the University
of Maryland, Baltimore County, USA. He has published 30 books and numerous
articles and is recognized as an international authority on the study of cities. 
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1 Cities and 
economies

The relationship between cities and economies has been examined by many
disciplines at various sites using different research methods. Most of the studies
revolve around these fundamental questions:

● Why do cities exist? 
● How did early cities emerge? 
● Why do some cities grow while others stagnate or decay? 
● How can government policies help urban economies develop, or prevent

their decline? 
● Who benefits the most, and the least, from urban economic growth? 
● What roles do cities, particularly large ones, play in regional and national

economic development?
● What impact does economic globalization have on cities?

Different disciplines traditionally ask, and answer, the questions differently. Urban
economists tend to look for the underlying causes of the spatial concentration of
economic activities. In contrast, urban geographers tend to focus more on the
outcomes of such concentration that include population growth, residential

Learning objectives

● To look at urban growth/decline in the historical and global contexts
● To think about the causes and outcomes of urban growth/decline 
● To understand the significance of large urban agglomerations in the national

and global economies
● To describe the difference between world cities and third world cities



segregation and suburbanization. Finally, urban policy-makers concentrate more
on problems caused by agglomeration, such as traffic congestion and crime. 

In this book we focus on three interrelated topics, which will echo throughout the
rest of the text: urban growth and decline; large cities in the national and global
economies; and urban economic changes in the era of globalization.

Urban growth and decline

Cities grow or decline for different reasons at different times. What causes certain
cities to grow at particular times, or in general, remains one of the most frequently
asked questions in urban studies. Changes in urban fortune are easy to explain for
some cities, say, if their economies have been established around one or two very
prominent industries, such as mining. The same is true for cities that owe much
of their economic growth to geographical location, transportation routes, abun-
dant natural resources, political functions or tourist sites. Yet, sometimes, urban
economy appears arbitrary, as some cities flourish, and other cities in similar
situations suffer economic decline.

How do we explain different development paths that different cities have taken?
Is geographical location still key to a city’s growth or decline? Or its government’s
economic policies? How do local traditions – such as the relative value placed on
the entrepreneurial spirit – affect it? And what about the human and cultural
capital that cities have built? Finally, do pure luck and happenstance play a role
in urban growth and decline? Urban scholars have attempted to identify major
sources of urban economic change that could apply to a wide range of cities across
times, cultures and the world. They start by asking why cities exist.

The concept of “increasing returns” to the scale is commonly used to explain the
geographical agglomeration of economic activities in cities (Fujita et al., 1999;
Henderson, 1988). Simply put, cities emerge and grow when increasing returns
exceed transportation costs. However, modeling the increasing returns to spatial
concentration has proved problematic for “perfect competition.” Most urban
geographers would agree on the notion that spatial concentration itself creates a
favorable economic environment by providing the technological spillovers and
socio-cultural networks that support continued concentration. Meanwhile, many
urban economists like to dissect the initial conditions that break the spatial
equilibrium in the first place and lead to agglomeration. In other words, some
examine the effects of “linkages,” “externalities,” “multiplier effects” and
“circular cumulative causations” in urban economy and space, while others focus
on the initial causes of these economic processes. 

2 • Cities and economies
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Those who consider increasing returns to be the most critical factor in the emer-
gence of cities may find little to agree on within traditional theories of urban
origin. Such theories point towards rather non-economic factors, such as religious
causes or defensive needs (Childe, 1950; Mumford, 1961). In his seminal book
The City in History, Mumford (1961: 10) links the first germ of the city to “the
ceremonial meeting place that serves as the goal for pilgrimage: a site to which
family or clan groups are drawn back, at seasonable intervals, because it
concentrates, in addition to any natural advantages it may have, certain ‘spiritual’
or supernatural powers, powers of higher potency and greater duration, of wider
cosmic significance, than the ordinary processes of life.” 

Not all those who see economic factors as critical to the emergence of early cities
use highly sophisticated equations and complex graphs to prove their point. Jane
Jacobs’ works utilize a descriptive method to explain economic changes in cities.
In The Economy of Cities (1969), she uses an imaginary city, named New
Obsidian and located on the Anatolian plateau of Turkey, to develop a theory in
which early cities support their surrounding rural areas. This disputes the
commonly accepted notion that cities build upon a rural economic base. Urban
economic growth, notes Jacobs (1969: 49), takes place by “adding new kinds of
work to the existing.” In the case of New Obsidian, animal domestication was
added to the obsidian trading, while many modern cities, such as Los Angeles and
Tokyo, have been successful in adding new export works to their local economies.

This book does not attempt to resolve how the returns to spatial concentration
should be modeled or under what conditions small differences among locations
snowball into larger differences over time. We gladly leave that task to urban
economists, particularly those in agglomeration economics or geographical
economics (Brakman et al., 2001; Fujita and Thisse, 2002). Nor do we seek to
build a new theory of urban origin. Outstanding scholarship has already been
established on the dawn of cities. Instead, we aim to examine the economic factors
that have caused, and been caused by, the growth and decline of large cities over
time. 

During the mercantile era, urban economic growth was closely linked to inter-
national trade, as port cities at junctures of profitable trade routes grew in size and
prominence. After the Industrial Revolution, manufacturing centers gained popu-
lations rapidly and subsequently positioned themselves on the leading edge of
social and economic change. In the past few decades, however, many such great
old cities have experienced significant decline. Some industrial cities have
successfully diversified their economic base by promoting the growth of high-
value added service sectors, yet some have not. Plate 1.1 presents a good example
of those unfortunate ones. The Over-the-Rhine area in Cincinnati, Ohio, was a



densely populated, economically vibrant immigrant neighborhood in the mid-
nineteenth century, when Cincinnati was a leading manufacturing city and trading
center in the US. With the decline of canal transportation and manufacturing, this
once vibrant community has suffered all the ill effects of urban decline. The city
government’s Over-the-Rhine Comprehensive Plan might help turn around the
economic fortune of this area in the future, but it continues to lose population.
This book seeks to look at both causes and consequences of changed urban
fortunes and government policies to spark and sustain economic growth.

Large cities in the national and global economies

Large cities are viewed as a mixed blessing to human society. Given the extent of
urban problems in the developed and developing worlds alike, we routinely
associate large cities with some distressing and even horrifying images. Literary
portrayals of the urban experience by writers such as Charles Dickens and Franz
Kafka have bolstered the problematic image of modern cities, particularly large
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industrial ones (Alter, 2005; Williams, 1973). A reader of their novels might
conclude that modern cities overflow with poverty, crime and traffic congestion,
while lacking in meaningful interaction, a sense of community and sanity. This
tilt toward troubled city depictions, rather than vibrant and cheerful ones, is even
more pronounced in scholarly works. The urban poor receive far more academic
attention than the urban rich. While there is nothing inherently “wrong” with
social scientists investigating socio-economic problems in poor neighborhoods,
the fact remains that far less academic research has been conducted on urban
wealth than on urban poverty.

As such, cities with a host of social and economic problems, as most large ones
have, are often seen not as generators of, but as impediments to, the economic
growth of their nations (Kasarda and Parnell, 1993). Indeed, many large cities in
low-income countries unmistakably demonstrate serious diseconomies of large-
scale urbanization. Such countries may discuss limiting urban growth to promote
national economic development, although the practicality of such a policy remains
debatable (Laquian, 2005).

We argue that in large cities, the good outweighs the bad – even in developing
countries. According to Scott (2006: 99), the long-term benefits to urban growth
in less developed countries appear to outweigh the costs in almost every case.
Polarization reversal policies, once vigorously advocated as a measure for national
economic development, are no longer recommended by either international
development agencies or development scholars. In City Economics, O’Flaherty
(2005: 2) notes that urban difficulties “arise out of the same geographical pro-
pinquity that makes cities work. You can’t have one without at least encountering
the other – just as you can’t water ski without getting wet.” Despite the dis-
economies and other problems of urban growth, large cities are growth machines
for the national economy and, in recent decades, the global economy. 

Technological advancement in telecommunications is another factor that has
threatened the very existence of large cities, particularly in highly developed
countries. Futurists like Nicholas Negroponte (1995) and John Naisbitt (1994)
projected that with the coming of the digital era, the need to live and work in 
large cities will disappear, and, with it, urban overcrowding. Information and
telecommunication technologies may have affected economic change in some
cities, yet the evident attraction of large cities and their business districts remains.
Every weekday, for example, more than 1.3 million people commute to work in
Manhattan, nearly doubling its resident population. A New York Times article
(McGeehan, 2006) claims that the recent resurgence of Manhattan as a site for
corporate headquarters, despite its skyrocketing rent and horrific traffic jams, can
be attributed in part to technological innovations that allow corporate executives
to stay in touch at a distance with their staff. 
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Large cities are sites of high efficiency and productivity in a capitalist economy.
They have achieved spectacular growth through trade, industrialization, modern-
ization, nation building, (im)migration and now globalization. The significance
of large cities in national development and, in general, world development has
been noted in a variety of academic writings. O’Flaherty (2005: 1) states in plain
terms that “Life without cities would be poorer than it is now – not just for city
residents but also for anyone who consumes the products and services that are
developed and produced in cities, and anyone whose wages are higher because he
or she could migrate to a city. These categories include just about everyone in the
world today.” Savitch (1996: 46) claims that “urban centers have always led in the
creation of national wealth, and many now occupy a special place in the global
era.” His appreciation for large cities continues in a co-authored book (Savitch
and Kantor, 2002: 3): “Cities are the crucibles through which radical experiments
become convention. They are concentrated environments in which people adapt
and their resilience is tested. They are the world’s incubators of innovation – made
possible by critical mass, diversity, and rich interaction. And cities have steadily
grown over the centuries to fulfill that role.” 

With the growing popularity of the global–local framework in social science
researches, urban changes in large cities are now routinely examined in a global
context. The impact of globalization on cities appears in areas of economic restruc-
turing, downtown redevelopment, neo-liberal urban politics, social polarization
and multicultural urban lifestyles, among others. John Friedmann’s (1986) world
city hypothesis suggests that urban change be explained with reference to a
worldwide economic process, inspiring many urban scholars to assume more
global perspectives. Prior to Friedmann’s work, the global–local nexus rarely came
up while investigating urban issues in the developed world, particularly North
America, where urban economic dynamics were seldom linked to forces beyond
their national borders, such as international networks of goods, capital or migrants
(Barlow and Slack, 1985; Davis, 2005). 

In contrast, following Andre Gunder Frank’s metropole–satellite model (1966),
third world urbanization has always been contextualized in international political
and economic processes (Smith, 1996; Timberlake, 1985). External forces, mainly
relating to colonialism and post-colonialism, have long appeared in the studies of
large cities in the developing world.

However, the recent explosion of writings on world cities does not include many
case studies of third world cities, as few of them seem to play a “command-and-
control” role in economic globalization. Ironically, this recent wave of world-cities
research has not built upon the existing studies of third world urbanization; indeed,
it largely ignores the global aspect of third world cities. In this book, we intend
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to examine how large cities, both world cities in the developed world and third
world cities in the developing world, have transformed and how their relationships
with national and global economies have restructured over time.

Urban economic changes in the era of globalization

In The Restless Urban Landscape, Paul Knox (1993) and other contributors
illustrate the constant formation and reformation of urban landscapes in response
to the imperatives and contractions inherent to the dynamics of a capitalist
economy and society. The dynamics of the capitalist system might be the ultimate
answer to the question, “What causes restless change in the urban economy?” 
The terms like “capitalist city” (Smith and Feagin, 1987), “world city network”
(Taylor, 2004) and “global (or transnational) urbanism” (Smith, 2001) suggest
that comparable urban economic structures, urban landscapes and urban lifestyles
exist throughout the world, and that capitalism explains the similarities in global
urban changes. However, some identifiable forces independent of capitalism also
affect urban economic changes. To consider these forces, we must step outside
the familiar territory of Anglo-American cities.

Given the vast global diversity of politics, geography, culture and history, identi-
fying universal causes of urban economic change can present a challenge.
Certainly technological advancement has transformed every urban economy in
the contemporary world (Castells, 2000). But beyond this universal cause, few
forces have triggered parallel urban changes in both the developing and the
developed world.

Urban scholars generally agree that the combined forces of deindustrialization
and suburbanization, along with globalization, have played pivotal roles in recent
economic changes in American cities. These processes also help to explain recent
changes in the economies of many European cities. However, the intergovern-
mental supports and local political cultures in Europe differ greatly from those in
American cities. In addition, waves of immigration have altered, and continue to
alter, the economic structures of many Western cities. Additional forces could be
added to the list of deindustrialization, suburbanization and globalization, but the
combined role of these three factors remains key to urban economic change, both
in North America and in Western Europe. 

It is not clear, however, how current urban experiences in Africa, Asia and Latin
America can be generalized into a few processes. Some debate the relevance of
even attempting to generalize their vast experiences (Potter and Lloyd-Evans,
1998). Pointing to poverty as a pronounced economic process in third world cities
may prove unproductive, since the concept of wealth is not used (at least, not in
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urban studies) as such to analyze recent change in urban American or European
economies. Along with poverty, industrialization and modernization still dominate
research frameworks for urban changes in third world cities. These concepts have
been linked to processes of rural–urban migration and over-urbanization, rein-
forcing the nightmarish image of third world cities with regards to urban gover-
nance and planning. The sobering reality is that, while there have been plenty of
reports, including the United Nations Human Settlements Programme publi-
cations (UN-HABITAT reports), of economic hardships and slums in third world
cities, few efforts have been made to theorize their urban economic conditions
(Short, 2006b). 

The concept of post-colonial urbanism offers a rare attempt to link theoretical
perspectives to historical and empirical accounts (Bishop et al., 2003). In her book
Ordinary Cities, Jennifer Robinson (2006) calls for a post-colonial urban studies
in which third world cities are not judged by what they lack or what their
governments fail to do. Instead, they should be viewed as a cosmopolitan source
of urban theory. While Western cities have been the almost exclusive sites for the
production of key concepts and theories in urban studies, a post-colonial under-
standing of cities will draw on more diversified experiences and inspirations. 

In this book, we examine urban economic changes in the developing world as well
as the developed world, although the relative lack of research on third world cities
limits the scope and depth of our work. We also examine the relationship between
cities and economies in the historical and global contexts. The text will focus, in
particular, on the ways in which large cities have led, and at the same time adapted
to, economic shifts at the national and international levels. Three topics – urban
growth and decline; large cities in national and global economies; and the impact
of globalization on cities – interweave throughout the book. 

Part One, “Urban growth and decline in economic shifts,” examines different
economic activities that have spurred urban growth and decline in history,
including international trade for mercantile cities, manufacturing for industrial
cities and service industries for large metropolises in the contemporary world. 

Part Two, “The global economy and world cities in developed countries,” focuses
on how large cities in developed countries have led, and adapted to, a globalizing
world economy. Some of these cities have been identified as world cities, and
many others strive for world city status. The three chapters in this section examine
the roles that world cities play in a global economy, how globalization escalates
competition between cities, policies used by city governments to improve their
cities’ competitiveness in international market places, and suggested solutions for
declining urban economies.
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We devote Part Three, “The national economy and capital cities in developing
countries,” to large cities in developing countries, with particular focus on the
links between capital cities and their national economic development. It is not
always the case that large cities in the developed world are global, while those in
the developing world remain national. However, this book focuses on the globally
linked aspects of the former in Part Two, and on the nationally centered aspects
of the latter in Part Three. The three chapters of Part Three examine how third
world cities and their economic problems have been researched in the social
sciences, how national governments of developing countries have restructured
their capital cities through world city projects, and how globalization has effected
inequality in large, globalizing cities of the developing world. 

Further reading

Jacobs, Jane, 1969, The Economy of Cities, New York: Random House. The late
Urban Studies legend Jane Jacobs writes about how certain cities continue to
grow by adding new work to the old. It is a must-read book for those who are
interested in urban growth/decline.

O’Flaherty, Brendan, 2005, City Economics, Cambridge: Harvard University
Press. This introductory book discusses a wide range of urban economic issues
and public policies, including housing, mass transit and crime, in an accessible
and engaging style.

Savitch, H.V. and Paul Kantor, 2002, Cities in the International Marketplace:
The Political Economy of Urban Development in North America and Western
Europe, Princeton: Princeton University Press. This book examines
comparatively development policies at ten cities in North America and Western
Europe. The authors argue that urban economic development policies are
formulated at the juncture of local politics and the international market place.

Short, John Rennie and Yeong-Hyun Kim, 1999, Globalization and the City,
New York: Longman. The authors look at the impact of economic, cultural and
political globalization on world cities. 
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Part One
Urban growth and 
decline in economic 
shifts

In Part One we take a broad historical sweep to consider the long cycles of urban
economic growth and decline. We review different economic activities that have
spurred urban growth/decline in history, including international trade for
mercantile cities, manufacturing for industrial cities and service industries for
large metropolitan regions in the contemporary world. 

Chapter 2 looks at the rise of merchant cities in the context of the development
of long-distance trade. Networks of trading cities at both the regional and global
scale are identified. The rise and fall of merchant cities is linked to widening
circuits of commodity exchange and the development of European colonialism.
Merchant cities formed one of the earliest global urban networks.

Chapter 3 looks at the rise of the industrial city. Embodying the connection
between urbanization and industrialization, the industrial cities in the developed
world transformed the landscape, reshaped social relations and introduced a new
type of city and a new form of urban economic growth. The factory, sharp class
relations and the rise of an organized working class were all incubated in the
industrial city. We begin our discussion by considering Manchester in northern
England and go on to look at the rise and fall of the industrial city in the developed
world. The changing role of manufacturing is assessed as we examine the
deindustrialization in the West and the growth of industrial districts in selected
parts of the developing world. 

In Chapter 4 we look at the shift from manufacturing to service employment and
especially the reasons behind the agglomeration of advanced producer services
in a narrow range of global and globalizing cities. Selected cities are the control
and command centers of a global economy, the urban sites of economic
globalization. While most developed economies have witnessed the rise of
mercantile cities, industrial cities and service-sector-led metropolises in historical
sequence, many developing economies have taken different paths in their urban



development histories. We examine the links between cities and economies in
developing countries as well as developed countries.

Part One provides the broad historical perspective that informs the more detailed
discussion in Parts Two and Three.
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2 Mercantile cities 
and European 
colonialism

When Ferdinand Magellan sailed into the island of the Philippine archipelago in
March 1521 he was surprised to find silk, porcelain and other artifacts of Chinese
material culture. The European sailors were presented with evidence that other
trading empires had visited these islands before them. Magellan was stumbling
across the vestigial remains of the once extensive Chinese trading empire. It had
begun with the ascension of the new emperor Zhu Di in 1402. The new emperor
had a vision of vast global commercial empire. He named one of his eunuchs,
Cheng Ho, as admiral. Cheng Ho marshaled the immense power and vast
resources of the Chinese empire to assemble a fleet of 1,500 ships and thousands
of sailors along the banks of the Yangtze at Nanking. It was the largest single fleet
in human history until the British Royal Navy of the nineteenth century. On the
first voyage in 1405 the Treasure Fleet, as it was known, sailed to India. Later
voyages sailed as far as Africa and throughout Southeast Asia and the Pacific. The
fleet established trading and diplomatic relations. But Zhu Di died in 1424 and
the new ruler, deeply suspicious, cancelled future voyages. However, this new
emperor lived for only a few years and his successor, the grandson of Zhu Di,
restored the Treasure Fleet. In 1431 the seventh voyage consisted of over 300 ships
and 27,000 men, again commanded by Cheng Ho. This would prove to be the peak
of Chinese maritime exploration. The Treasure Fleet was soon mothballed, ships
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were destroyed and China began its long withdrawal from the external world. By
1500 it was illegal to go to sea in large ships. From thereon it was to be the
Europeans who would dominate the maritime trading routes. Fraying fragments
of silk, half-remembered Chinese phrases and the odd piece of distinctive blue
plate were all that were left of China’s brief tenure as a maritime power by the
time Magellan sailed into the Philippines. The Treasure Fleet reminds us, however,
of the contingencies of global dominance. If Cheng Ho had been the first of a long
line of Chinese maritime explorers, rather than standing alone, we would have a
very different geopolitics. As it was, the Chinese disappeared from ocean-going
voyages. By a quirk of history, it was the smaller, more technologically backward
European nations that were to dominate the stage.

Merchant capitalism and the growth of towns

The forces that propelled Columbus across the Atlantic and Magellan across the
Pacific had been building for centuries. Mercantile capitalism developed out of
the economic growth in medieval Europe. As early as the twelfth century
identifiable markets with variable prices were in operation. The earliest markets
were local, periodic and held in towns and cities. Farmers selling their produce,
merchants hawking goods and peddlers selling their crafts would move so markets
were distributed in time as well as space. There was an order to the periodicity.
Figure 2.1 shows a four-town market arrangement. While the arrangement in
Figure 2.1a is designed to minimize distance traveled Figure 2.1b is structured to
maximize demand. In the provision of most goods and services travel adds costs;
so minimizing travel decreases costs. But for some more expensive goods and
services demand is less frequent and so greater consideration is given to
maximizing demand; this is done by making sure that markets close together in
space are separated in time. As economic development increased the level of
demand as well as the amount of goods and services markets in certain cities
became fixed in space. Fernand Braudel (1982) provides copious examples of the
urban market system in operation in early modern Europe.

Walter Christaller (1966) provided a theory of how such market towns are
distributed across space. He assumed a flat, homogeneous plain of even demand,
and developed the ideas of the range and threshold of goods and services. The
range of goods and services is the distance people are prepared to travel to
purchase the good or service. In the medieval era and early modern period the
distance was limited by the cost of transport and the time taken to make journeys.
The threshold of a good or service is the minimum population necessary to
support a continued supply of the good or service. Lower-order goods and services
have a small threshold and a restricted range. Higher-order goods and services
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have large thresholds and extensive ranges. Christaller suggested that market
towns (he called them central places) would be distributed as a hierarchy in which
a large number of small places would provide lower-order goods and service and
a small number of larger places would provide higher-order goods and services.
Successive levels of the hierarchy would have higher-order goods and services.
He identified a number of different hierarchies: a market optimizing hierarchy
would minimize the travel of buyers; in the traffic-optimizing hierarchy routes
pass through lower- and higher-order places; and in the administration-optimizing
hierarchy each lower-order place is completely within the boundary of a higher-
order place. This is a robust model of how markets are held together in local and
regional space, and provides a useful picture of the early market towns of Europe.
Christaller applied his model to southern Germany in the 1930s and found a close
fit, which is a testament to the enduring legacy of the medieval market town
system. But central place theory breaks down when manufacturing and production
replaces the simple buying and selling of goods and services as the primary
determinant of town location.

By the early fourteenth century trading connections were lengthening. The
demand for higher-order goods, luxury goods like silk, precious metals and spices,
was extending tentacles of trade across the globe. By around 1300 we can dis-
cern a global urban network of trading flow and commercial connections. Lisa
Jardine (1996) shows how the expansion of intellectual and cultural life in the
European Renaissance was an expression of an expansion of commerce fueled by
conspicuous consumption of luxury goods. She highlights the opulence and
materiality of Renaissance cultural expression and argues convincingly that
commercial considerations underpinned intellectual advances and cultural
movements.

Janet Abu-Lughod (1989) identifies a transcontinental archipelago of cities as
early as the fourteenth century that includes the European cities of Bruges, Genoa
and Venice, cities in the Arab world including Constantinople, Damascus, Aden
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and Tabriz, and Peking, Canton and Malacca in the Far East. Not all cities were
connected with all the others; rather there was an overlap between regional
networks. The early European network centered on Bruges, Genoa and Venice.
The cities became important centers where trade was conducted within and
between different merchant trading companies. The Saminiati merchant trading
company, for example, was established in Leghorn and Florence but eventually
had representatives in Cadiz, Lisbon, Paris, Frankfurt, Lille, London, Amsterdam,
Hamburg, and Vienna. It used Dutch and English boats and its recorded
transactions cover Algiers, Constantinople, Genoa, Marseille and Messina.

The development of world trade and urban development went hand in hand.
Successful long-distance trade implied and engendered the creation of a money
economy, the emergence of a merchant class and the growth of urban trading
centers. Money became a medium of exchange, and although currencies varied
widely they were exchangeable, so money slowly displaced barter. A monetarized
society meant a quantifiable society. Different goods and services could be more
easily traded. The growth of the money economy was part of what Crosby (1997)
describes as the “quantification” of Western society between 1250 and 1600 that
was part cause and part effect of the success of European commercial imperialism.

Merchants became the driving force of a modernizing society and played a crucial
role in the creation of a new, more commercial urban culture. Long-distance trade
was risky; so merchants needed to pool their resources to spread the risk. Trading
companies and other co-operative business ventures were established. Banks were
created to finance the credit lines needed for the long-term investment horizons
of far-distance trade. Collective merchant interests crystallized into the com-
mercial propulsions of the city states. In reality it was never quite so simple or so
mechanical as indicated here, but over the long term merchant capitalism laid the
basis for the modern urban world.

Prior to 1400 there were two main trading networks in Europe. In the north there
was the Hanseatic group of almost 80 cities. The name comes from the word
Hanse (group of merchants). There were the hometowns of the Hanse merchants,
Cologne, Dortmund, Lubeck, Danzig and Visby; cities where they had rights to
trade, including Bruges, London, Bergen, and Novgorod; as well as cities where
they had a presence but no special privileges. The cities were nodes in the trading
flows of the primary products of the region, including wood, furs, rye and wheat
from the east in exchange for cloth, wine and salt from the west. Lubeck was the
linchpin of this east–west trade. The Hanseatic League was a regional merchant
trading association that linked cities in a series of trade flows (Dollinger, 1970;
Taylor, 2004). In the south trade centered on the Mediterranean. Venice, Florence
and Genoa were primary centers whose trading links extended around the margins
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of the sea as well as further inland (Plate 2.1). From 1350 to the 1700s there was
a rise and fall in the fortunes of the dominant cities as Bruges, Venice and then
Amsterdam superseded one another in commercial dominance. Let us briefly
consider each city.

Bruges initially developed as a trading center for cloth. Its location, with easy sea
access, was ideal for the increasing trade with England, the Hanseatic League
cities and the trading centers in the Mediterranean. English wool was shipped to
Flanders and made into cloth in Bruges and other Flemish towns, such as Ypres
and Ghent. Bruges became the trading center where London and Genoese mer-
chants came to buy cloth. By the fourteenth century the city was the largest cloth
market in Europe and merchants were also bringing their own goods to trade. It
became the mart of Europe, where oranges from Spain, spices from the Orient,
furs from Russia and silk and armory from Italy were available alongside the
highly prized cloth. The city was essentially run by the merchant class, who
created urban public services of law and order, health, excise and tax collection.
Revenues from taxes paid for expensive and extensive public works, such as the
provision of water and the building of the market and town halls, as well as
fortifications and waterways that linked the city to the sea. It was cosmopolitan,
with foreign merchants taking up permanent residence in the city. A commercial
society was intertwined with religion. Holidays revolved around religious
celebrations and wealth enabled the merchants to decorate churches with stained
glass and elaborate altarpieces. The city’s material culture embodied conspicuous
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consumption in collective enterprises, urban spectaculars and private affluence.
But it was not to last. By the end of the fifteenth century Bruges was in com-
petition with cloth manufacturing in England and Italy, and the city was losing its
pre-eminent position. In an attempt to stop the Hanse merchants moving to
another city, Bruges built them the Hanseatic House in 1483–7. It was an early
form of prestige building, but it was too late. Cloth manufacturing and trade
shifted its center of gravity and the city began a long decline. Merchants left, the
canal silted up and Bruges never recovered. Its lack of subsequent development
has meant many of the early buildings remain intact, so today Bruges is a tourist
center where the discerning eye can see the built form of a typical medieval
merchant city.

By the early 1400s Venice was the major city in the Mediterranean trading
network. The city grew as its trade routes were underwritten by military and
political power. Its informal empire was reinforced and protected by the presence
of forts and a powerful navy. Venice not only traded goods, including cloth, silk,
and spices, but was truly a merchant city, where an elite merchant class ruled for
over 500 years. Commercial relations were regulated, trading rules were estab-
lished, deals struck and contracts signed. Shared interests mingled with the pursuit
of private gain. Trade, especially long-distance trade, was risky and merchants
pooled their resources in shared enterprises. Because risk was spread through such
collective endeavors a commercial civic culture was established. The ruling class
maintained civic order by incorporating the prosperous middle class and the
artisans in city deliberations and rituals, while still keeping a firm control over the
principal levers of power. The main sites of the city were the business center of
the Rialto and the political/public space of the Piazza San Marco. These two
public spaces were linked by the Grand Canal, along the banks of which the most
affluent merchants lived. They used the lower floors and attic for storage of goods
and lived in the intermediate floors. As more wealth flowed into the city, the
residences became palaces more than houses. The city was cosmopolitan, with
substantial communities of Slavs, Greeks and Germans. Wealth from successful
trading ventures also paid for art. Key figures in the Western art tradition,
including Bellini (1431–1516), Canaletto (1697–1768), Titian (1488–1576) 
and Tintoretto (1518–76), received commissions from Venetian merchants. The
city’s wealth was embodied in an art of experimentation and innovation as
pigments previously used only in manuscripts were painted on canvas. Venetian
Renaissance art became known for it luscious, rich colors and its new subjects,
including pastoral landscapes, dramatic scenes and portraits (Brown and Ferino-
Pagden, 2006).

But by 1600 Venice had begun to decline as global overseas expansion favored
cities on the western seaboard of Europe that enjoyed easier sea access to the
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Atlantic and Pacific oceans. European merchants were extending their horizons
beyond the Mediterranean basin to the wider world.

The early seventeenth century marked a transition in European and world affairs
that involved a shift in global power northward, away from Italy and Spain toward
France, England and the Netherlands. The first global power was Spain, its pre-
eminence based upon its global empire in the New World and the Pacific. The
sixteenth century belonged to Spain: it carved out a huge overseas empire in the
Americas and amassed a considerable fortune, which allowed the Spanish Crown
to pursue its role as defender of the Catholic faith in Europe. But the very success
of its imperial position was to be the root of its subsequent decline. Spain
illustrates an early example of what Paul Kennedy (1987) calls “imperial over-
stretch.” Superpowers arise on the basis of their military and economic strength.
Challenges, however, are made to their dominance, and to maintain their position
more of the resources are devoted to shoring up their geopolitical position and
defending insecure frontiers. Imperial commitments therefore undercut the
economic strength of the state. Spain was committed to ensuring its continued
dominance in the Americas, safeguarding its commercial trade, and fighting
numerous wars in Europe, especially against the Protestant English and the
Muslim Turks. Imperial overstretch was heightened by the massive increase in the
costs of war, the failure of the Spanish government to raise enough taxes, and the
existence for Spain of “too many enemies to fight, too many frontiers to defend”
(Kennedy, 1987: 48). There were recurring fiscal crises caused by increasing royal
expenditure yet declining income as the mines in Spain’s American empire began
to be exhausted. By 1600 interest payments totaled two-thirds of all state revenues,
and by the 1650s Spain was no longer a superpower.

If Spain was on a downward slide at the beginning of the seventeenth century, the
Netherlands was on an upswing. It achieved wealth and power through the
creation of a worldwide trading system. Trade and commerce were the lifeblood
of the new republic. By 1600 the northern provinces had almost 10,000 ships
sailing around the coasts of Europe and across the oceans. Trade was conducted
in grain, tobacco, barley, herring, timber, sugar and spices. Dutch trading con-
nections stretched around the Baltic and Mediterranean, across the Atlantic, south
to Africa and across the Indian Ocean to India and Southeast Asia. At home a
vigorous merchant community was successful in establishing a commercial
society. The East India Company was established in 1602, and the Bank of
Amsterdam in 1609. Soon both achieved prominent world positions. At this time,
there was a wide variety of coins and currency. The Bank of Amsterdam took them
all, assessed the gold and silver content, and allowed depositors to withdraw the
equivalent in gold florins minted by itself. By doing this it became a depository
of huge holdings and a central exchange of global financing.
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Amsterdam was the center of the Dutch trading system. The city grew from only
20,000 in 1550 to almost 200,000 by 1700. Goods were brought from the rest of
Europe, the New World and the Far East. Sugar refining, diamond cutting and
tobacco curing all developed on the basis of imported goods. A mercantile culture
was established. The art of the period reflected middle-class affluence rather than
kingly splendor. The biggest building in the city was not a prince’s palace but the
Town Hall. Cosmopolitanism and religious tolerance became hallmarks of a city
founded on trade and exchange. The newfound wealth was filtered through the
moral membrane of a Calvinist theology. The dilemma of how to be wealthy and
moral at the same time (Simon Schama (1987) calls this the “embarrassment of
riches”) gave shape and substance to a distinctly Dutch culture.

The Dutch Republic, and Amsterdam in particular, became a shipping center,
commodity market and capital market for the world economy. In his 1728 A Plan
for English Commerce, Daniel Defoe (1928: 123) summed it up thus: “The Dutch
must be understood as they really are, the Middle Persons in Trade, the Factors
and Brokers of Europe . . . they buy to sell again, take in to send out, and the
greatest part of their vast Commerce consists in being supply’d from All Parts of
the World, that they may supply All the World again.”

Merchant capitalism, colonialism and global urban networks

To ensure a monopoly over trade, the Dutch, like their European competitors,
needed to have control over local commerce. The prevailing ideology of the time
was mercantilism, a belief that foreign trade was the chief method of increasing
national wealth. The mercantilists believed that the world’s wealth was like a giant
cake, fixed in size: any increase for one nation was at the expense of the others.
The most favorable conditions of trade were thus monopoly control. Successful
commerce implied a commercial empire where prices could be fixed, markets
protected and competitors kept out. The overseas expansion of European countries
in the seventeenth and eighteenth centuries was a commercial undertaking driven
by mercantile capitalism.

It was the need to ensure monopoly that led to the creation and maintenance of a
global urban network of cities that linked Europe and the rest of the world. New
towns were established and existing ones appropriated as command and control
centers along the sea coasts of the world. Consider this account of the Dutch in
North America that draws heavily on Short (2001).

The growth of the commercial empire involved the search for trading areas and
territory in Africa, Asia and the New World. There was intense rivalry between
the European powers for overseas trade and territory. North America was just one



more commercial opportunity on the surface of the globe: most of South and
Central America was under the control of the Spanish and Portuguese; in the far
north France had already staked substantial claims. But between New Spain in
the south and New France in the north the other European countries, including
the Dutch Republic, sought trade openings and commercial opportunities.

The big prize for the Dutch merchants was Asia and the East Indies, which
contained spices, timber, jewels and other exotic items that enabled merchants to
make big profits. Trading companies were formed to pool resources and share the
risk. The Dutch East India Company became hugely successful, paying annual
dividends of never less than 20 percent and often as much as 50 percent.

In 1619 the Calvinists took control of the republic and were intent on a more
aggressive policy of trade war against the Spaniards in the New World. The
merchants of Amsterdam were also keen to open up new commercial possibilities
in the New World. To secure commercial trade interests, the government of the
Netherlands in 1620 established the Dutch West India Company. In this charter,
which took effect in 1621, all trade from the Cape of Good Hope all the way west
to New Guinea was in the hands of the company. Private traders caught breaking
this monopoly were to have their ships and cargo impounded. The Dutch West
India Company had attracted over 7 million guilders of investment by September
1623, a huge amount of money. It was given immense power, including the right
to wage war, sign treaties, construct fortifications and encourage settlement to
increase commerce and profit. It was divided into five chambers established in
different towns, but the Chamber of Amsterdam was the wealthiest and took a
special interest in the North American territory, called New Netherlands.

Colonization of free people was not the goal of the Dutch West India Company;
first and foremost it was interested in maximizing profits. And in the New
Netherlands they came primarily from the fur trade. (It was no accident that the
seal of the New Netherlands depicted a beaver.) But the trade had to be estab-
lished, controlled and monitored. To that end the company sent out thirty families
in 1624. They established trading posts in its new territory: a commercial station
on Governor’s Island, just off Manhattan, and a trading post further upstream on
the west bank of the Hudson, which they called Fort Orange. 

The Native American Mohicans and Mohawks and the Dutch shared the same
space, and interaction was common. There was the hidden exchange of viruses as
the people of the New World succumbed to the diseases of the Old. Indigenous
populations soon declined. A more visible Dutch–Native American connection
was in the trade of furs. The Native Americans traded pelts for knives, muskets,
drink, and tools such as hooks, kettles, hoes and axes. The trade changed Indian
society: the tools lightened the domestic burden, the woolen goods led to changed
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Case study 2.1

Madras/Chennai

European traders sought to control the trade with Asia, especially in the luxury goods
of spice, cotton and silk. By the 1620s Europe imported 5 million pounds of pepper, 1
million pounds of cloves and nutmeg (combined), 350,000 pounds of indigo and
500,000 pounds of silk. Trade with Asia was a risky business. The sea routes were long
and dangerous, the mortality rates on merchant ships was around 70 percent, items
were expensive, so capital was tied up for long periods, and overheads were high.
Permanent trading stations, called factories, had to be staffed and maintained. So trade
with Asia was only possible by national governments or large trading companies. 
The English East India Company was formed in 1599 and a royal charter granting
monopoly trading rights was issued in 1600.

The company set up trading settlements throughout Asia, including Madras on the
southeast coast of India, where it built a fort and trading post in 1639–40. Soldiers
garrisoned the site. Local merchants and cotton weavers were encouraged to set up
business near the fort. By the beginning of the eighteenth century anywhere between
50 ships and 200 ships plied the important textile trade. Madras acted as a
manufacturing center for silk and cotton textiles that were shipped back to London for
the domestic market and re-exported from London to the rest of Europe. It was also a
center for inter-Asian trade as private traders and merchants were involved in shipping
textiles to the Persian Gulf, China and the Philippines. By the eighteenth century both
English and Indian merchants were involved in this private trade. As with all trading
cities there was competition. Madras’s main rival was Calcutta, and there was conflict
with the Dutch and the Portuguese for the lucrative spice trade and textile trade (Plate
2.2). The eventual British imperial dominance ensured the commercial success of the
city in both the region and the wider world.

In the nineteenth century another economic layer was added to its functions, as it
became an important administrative center. After Indian independence in 1947 it
became a state capital. Founded as a commercial center, the city has managed to
maintain its economic buoyancy. Textile manufacturing has been augmented by motor-
vehicle and auto-parts production. Almost one out of every three cars built in India is
made in Madras. The city is also a center for software development with much recent
foreign investment. Its name was changed in 1996 from Madras to Chennai.

The city’s trajectory from merchant company town to today’s global metropolis is an
excellent case study of urban economic growth and development in a colonial city. Its
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clothing habits, while the liquor had a devastating effect. The furs were sent to
Europe by the Dutch to be manufactured into hats, coats and other apparel. In
1624, 4,700 beaver and otter skins were sent to Holland, fetching 27,000 guilders.
In 1635, 16,304 skins fetched 134,925 guilders. The fur trade was so lucrative that
overhunting soon exhausted the supply, first in the seaboard areas and then in the
Adirondacks. A distinction emerged between tribes who controlled fur resources
and the seaboard tribes who no longer had fur to supply: the latter became more
expendable. Obviously, in such a valuable business, bargaining was hard; the
Native Americans wanted lots of goods for their fur, while the Dutch wanted to
keep down the cost of the pelts. On both sides monopoly control was prized. 

Good relations with the tribes were vital to the Dutch. The Native Americans
provided food and controlled the supply of peltry, as well as land and information.

economic history is the story of changing connections with the global economy: from
colonial outpost to hub in a new global network marked by global shifts in manufacturing,
offshore investment and global outsourcing.

Plate 2.2 Portuguese colonial legacy in Chennai, India



Officials were told “by small presents seek to draw the Indians into our service,
in order to learn from them the secrets of that region and the condition of the
interior” (Donck, 1968: 34). The greater the control over any or all of these
resources, the more they figured in Dutch calculations. The West India Company
produced a series of rules and regulations governing relations with the indigenous
people, and officials were authorized to punish any Dutch who wronged a Native
American. The emphasis was on orderly relations. The company was not in the
business of saving souls. It wanted profit, and good relations opened the path to
higher returns. Friction did occur, however, and the sharing of the same space was
rarely harmonious. Dutch livestock trampled native corn, native dogs harassed
settlers, there were arguments over women, and trading deals could break down
into acrimonious dispute. There were arguments, fights and even all-out war. One
director of the company, Willem Kieft, exacerbated tension when he became
Governor by imposing a tax on the tribes around Manhattan in 1639. Passions
were aroused, and from 1640 until 1645 there was sporadic fighting; almost a
thousand Native Americans were killed. The Dutch lost people and property, and
immigration from Holland, slight even in the best years, declined further. Kieft
was replaced by Peter Stuyvesant and a treaty was signed in New Amsterdam in
April 1645 in which Native Americans promised not to approach houses in
Manhattan while armed and the Dutch pledged not to go near native settlements
without warning while armed.

The Dutch settlement of New Amsterdam on the tip of Manhattan came under
English control in 1664 and the town was renamed New York. It was one of a
number of colonial implants around the world. At the same time that New
Amsterdam was established, the Dutch had also founded Cape Town in South
Africa and Batavia (now Jakarta in Indonesia). Other European powers were
creating similar settlements. Not all prospered and not all grew into larger cities,
but many did. And, of course, the three Dutch settlements all grew into major
cities.

The European merchant city had two important urban legacies. The first was the
creation of an urban culture in the major European cities, where there was the
development of civic art, public spaces and collective rituals. These cities were
the birthplaces of modern municipal government, including the creation of
permanent city officials, the generation and spending of public revenues and the
regulation of commercial affairs. Civic purpose was intertwined and often
undermined by class, family and religious affiliations, yet private loyalties were
tempered in the urban community of shared commercial interests. The European
merchant city provides the template, model and background to the modern civic
world and contemporary urban public culture. The second dimension was the
creation of merchant cities around the world as command and control sites for
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European merchant capitalism. The present-day global urban network owes its
basic spatial structure to the merchant capitalism of European colonialism powers.

Cartographic representations of the merchant city

We have a visual record of the early mercantile cities (Short, 2004b). One of the
largest (1.35 × 2.82 metres) and earliest (1500) printed bird’s-eye views is Jacopo
de’Barbari’s illustration of Venice. The city is depicted, as if looking from the
southwest, in a wealth of detail. It is a studio fabrication assembled from many
drawings made in different parts of the city over the course of three years. Many
other cities were also represented: Francesco Rosselli produced prospects of 
Pisa, Rome, Constantinople and Florence in the 1490s; an anonymous woodcut
prospect of Antwerp appeared in 1515; a bird’s-eye view of Augsburg was made
in 1521 by Jorg Seld; and a woodcut prospect of Amsterdam by Cornelis
Antoniszoon in 1544. Hans Lautensack produced a view of Nuremberg in 1552.
Detailed urban maps celebrated the cities and had a talismanic quality: they were
used to invoke good fortune and prosperity. They were also sources of civic pride,
often used to illustrate local chronicles and proclaim the identity and prestige of
a city. The level of detail in some of the illustrations also suggests the urban map
as panopticon, a form of cartographic surveillance.

By the last third of the sixteenth century there was a considerable stock of urban
maps and images. They had been drawn for a variety of reasons: civic pride;
celebrations of specific events, such as the colossal prospect of Cologne by Anton
Woensam drawn in 1531 on the election of Ferdinand of Austria as King of the
Romans; military surveillance; parts of national inventories. Compilations of city
maps and prospects were published in 1551 and 1567, but the first city atlas was
the Civitates Orbis Terrarum. One volume was published in 1572, but it became
so popular that by 1617 the work consisted of six volumes with over 363 urban
views (Figure 2.2). Forty-six editions were produced in Latin, German and
French. The atlas was so successful that it started a fashion that was to last into
the eighteenth century.

The first volume of the Civitates was published in Cologne, edited by Georg Braun
and engraved by Frans Hogenberg. It contains prospects, bird’s-eye views and
plans of cities from all over the world and provides us with a comprehensive
collection of sixteenth-century urban views. In some cities individual buildings
are named, while every city has a brief written note of its history, situation and
commerce. The prospect and the bird’s-eye view predominate, and even when the
city is shown as a plan buildings are shown in vertical relief. The images also
show the grandeur, wealth and power of the city. Each one is not just represented
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but celebrated. Many of the urban maps and views were made to evoke and
represent civic pride. The maps often adorned civic offices. In the atlas, some of
the cities are shown with the loving detail of individual street names, buildings
and churches. In many of the images, the cities come alive, animated by height
and dimensionality; clearly a complex form of representation meant to honor
them. The atlas rejoices in the urban condition.

Collectively, the images provide a comprehensive view of urban life in the
Renaissance. They also indicate a world economy tied together in trade and link-
ages between urban centers. Aden, Peking, Cuzco, Goa, Mombassa, Tangiers and
many other cities around the world are represented. The global reach of mercantile
capitalism and European colonization is evident in the range of cities. While the
cities are depicted separately, the effect of the compilation is to reveal a global
economy of urban nodes and a trading world of connected cities.
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Figure 2.2 Seville in Civitates Orbis Terrarum (courtesy of Library of Congress Map
Collection)



Further reading

Braudel, Fernand, 1981–84, Civilization and Capitalism 15th–18th Century,
London: William Collins’ Sons. This three-volume work is a compendium of
insights and empirical material on a crucial period in world economic
development. Volume II, The Wheels of Commerce (1982), examines the social
importance of the development of markets and merchant cities.

Hancock, David, 1995, Citizens of the World: London Merchants and the
Integration of the British Atlantic Community, 1735–1785, Cambridge:
Cambridge University Press. Case studies of merchant communities provide
insights into the connections between place, people and commerce. This book is
an invaluable case study as it gives insights into the lives, business practices and
ideologies of a community of merchants at a particular time and a particular
place. It examines the business and social strategies of twenty-three London
merchants who developed the British Empire in the eighteenth century.

Jardine, Lisa, 1996, Worldly Goods: A New History of the Renaissance, London:
Macmillan. Jardine questions traditional assumptions about the Renaissance by
foregrounding the role of trade, commerce, material goods and conspicuous
consumption. Her book shows the connections between commerce and art.

Matson, Cathy, 1997, Merchants and Empire: Trading in Colonial New York,
Baltimore: Johns Hopkins University Press. Matson gives us a picture of the
development of a merchant community in colonial New York from 1620 to 1770.
She focuses on the middling level of merchants who resisted authority and
developed an alternative set of ideas to mercantilism.
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3 The rise and fall 
of industrial cities

In the last chapter we looked at the rise of the merchant city. From 1400 to 1800
merchant cities were on the leading edge of economic and social change. The
cultural achievements of cities such as Florence were built upon a vibrant trading
economy and a dynamic banking center. Urban growth, in both its quantitative
and qualitative terms, was built on trade and finance. Manufacturing played a part,
as in the case of the Florentine cloth industry, but production was dominated by
small-scale craft workers and limited production. A new engine of urban eco-
nomic growth, industrial capitalism, developed around 1800 and it was embodied
in a new urban form, the industrial city.

The Industrial Revolution was the result of complex set of factors that took
centuries to develop; the notion of sharp break between a pre-modern, pre-
industrial world and a modern, industrial world is therefore now discredited. For
instance, while the Industrial Revolution developed in a series of technological
breakthroughs built on measurement and calculation, the roots of this science lay
as far back as the classical world, with the knowledge kept alive by Arabs and
revived in late medieval Europe. Standardized production, as in the case of printing,
was developed as early as the fifteenth century. The Industrial Revolution may have
occurred around 1800, but the forces behind it had been fermenting for centuries.

Learning objectives

● To understand the links between industrial growth and urban development
● To examine the growth of the industrial city
● To explore the connections between the global shift in manufacturing and

patterns of urban growth and decline



At its core, the Industrial Revolution was new ways of making things. Production
capacities were increased by mechanization. Steam power released capacities
beyond the limits of human sweat. For instance, textile production was increased
tenfold by the utilization of steam power. Once started, the Industrial Revolution
expanded exponentially as inventions improved and streamlined the making of a
huge variety of things. In the first wave emphasis was on textiles, but by the
middle of the nineteenth century a second revolution centered on iron and steel
production.

The Industrial Revolution has been theorized as part of long waves of production
based on the clustering of innovations. The Soviet economist Kondratieff first
identified these long, fifty-year cycles in the 1920s, and they are outlined in Table
3.1. Each wave is associated with key innovations that structure society and space.
The first two waves, from 1785 to 1895, are associated with the development of
factories and the growth of towns and cities. By concentrating production the
Industrial Revolution promoted dense urban growth.

The first wave, from 1787 to 1845, is associated particularly with the UK. Britain
was the first industrial nation for a number of reasons. It was a relatively small,
densely populated country with relative political stability. Colonial expansion
assured cheap imports and secure export markets. It is also important to note the
role of the City of London. In 1600 it had a population of 200,000 and by 1800
almost 1 million, almost double the size of any other European city. Wrigley
(1967) has argued that the city’s population provided a huge, growing and secure
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Table 3.1  The four Kondratieff cycles

First Second Third Fourth
1787–1845 1846–1895 1896–1947 1948–2000

Key power loom Bessemer steel, electric light, transistor, 
innovation puddling steamship automobile computer

Key cotton, iron steel cars, chemicals electronics
industry

Industrial small factories large factories giant factories large and small 
organization factories

Labor machine craft labor deskilled bipolar
minders

Geography towns towns conurbations new industrial
regions

Sources: after Hall and Preston (1988); Short (1996: 73)



market for food producers and manufacturers, and this demand was the basis for
further investment in agricultural and industrial production. To meet the demand,
better roads were built, credit schemes were introduced and commercial relations
were strengthened and deepened. There was therefore an urban bias to Britain’s
agricultural transformation and Industrial Revolution.

If Britain was the first industrial nation, it also had the first truly industrial city,
Manchester. The English Romantic poet Robert Southey (1774–1843) described
the city in 1807:

The houses all built of brick and blackened with smoke; frequent buildings
among them as large as convents, without their antiquity, without their beauty,
without their holiness, where you hear from within, as you pass along, the
everlasting din of machinery; and where when the bell rings it is to call
wretches to their work instead of their prayers . . . Imagine this, and you have
the materials for a picture of Manchester.

(Southey, 1951: 23)

For the pantheistic Southey, the city represented a profane, godless place where
work and machinery dominated, given over to Mammon. The new cities of the
industrial age were a shock to the sensibilities. They were loud, noisy and dirty
with the whole function of the city restructured towards making things, and
especially profit. The Romantic Movement was, in part, a spirited response to this.

In 1800 Manchester was just one of hundreds of textile towns all over Europe. What
made it the first industrial city were developments in technology, new sources of
supply and demand, and social networks that fostered innovation and risk-taking.
For centuries, textiles had been made by hand, but in the 1760s new steam-powered
machines increased production. Previously, cotton had been imported from the
Middle East and supplies were limited. But from the 1790s the US provided a vast,
much cheaper supply. And the formal and informal British Empire provided a
captive demand for manufactured goods. Cheap supply, new technology and steady
demand all resulted in a rising industry. In 1774 the population of Manchester was
only 41,032; by 1831 it was 270,901. And the mills were working day and night.
Although it was based on textile factories, other industries also developed. To
transport its goods, railways links were built: by 1840 the city was served by six
railway lines and had become a center of locomotive construction.

The city was composed of three concentric rings. At the center was the exchange,
surrounded by a warehouse ring, which was encircled by mills. Living conditions
in the city were poor: industrial pollution and congested housing fostered high
mortality rates. The life expectancy in the city was half that of the surrounding
rural areas, for all socio-economic classes: in 1842 the average life expectancy of
a laborer in Manchester was only seventeen.
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Peter Hall (1998) asks the question: why did Manchester become the first indus-
trial city? He focuses on the culture of innovation: between 1600 and 1800 a proto-
industrialization system of economic organization was established; there was a
capacity for continuous innovation; there was a large middle class of small
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Case study 3.1

Locational theories of industrial cities

The rise of and fall of industry has been recorded and studied in a number of academic
books and papers. Theories of industrial location explain the sites of economic activity.
One of the earliest studies was Alfred Marshall’s Principle of Economics (1891). A strong
German contribution is embodied in Albert Weber’s Theory of the Location of Industries
(1909) and August Losch’s The Economics of Location (1939). By the middle of the
twentieth a body of work sought to explain the location of industry by looking at the
various factors of production from the standpoint of the individual producing enterprise.
Hoover’s textbook (1948) is a summary work. Here is how labor costs are treated: “Low
labor costs, an important locational factor for many industries, are found at several
distinct types of location. The strengthened bargaining power of skilled and specialized
labor in mature industrial centers has often encouraged a search for new locations and
new processes adapted to these locations” (Hoover, 1948: 115).

A later work by Estall and Buchanan (1961) discusses the role of various factors,
including materials, markets and transfer costs, energy sources, labor and capital,
technological change and the role of government. In their case study of iron and steel,
for example, they point to the pull effects of coal, iron ore, material assembly, market,
capital and labor as well as to the importance of inertia.

Critics of standard industrial location theory pointed to the assumption of perfect
economic rationality. Decision-makers, in the models at least, had all the necessary
information and were blessed with perfect rationality. A number of scholars pointed 
to the need to incorporate suboptimal decision-making and satisfying rather than
maximizing behavior. A more behavioral approach is summarized in Hurst (1972).
Critics also pointed to the emphasis on single-plant, single-product establishments and
raised the need for a fuller understanding of agglomerations, corporate context and
multinational transactions. An institutional approach emerged that stressed the
interaction between firms rather than the behaviors of individual firms, and showed that
location was the result of complex negotiation and bargaining with a variety of other
agents in a wider social and political context (Martin, 2000). More recently, some
economic geographers have utilized evolutionary economics to refine location and
relocation theories (Boschma and Frenken, 2006; Cooke and Morgan, 1998).



capitalists able to employ a range of entrepreneurial talent, social networks and
local cultures that allowed a constant improvement in products and processes. The
city’s location was also important: it was close to coal that provided the raw power
that animated the incessant spinning and weaving machines. But other places were
close to coalfields too, so Hall (1998: 347) argues that Manchester became the
first industrial city primarily because it was “the first true innovative milieu.”

The industrial city and social conflict

While the city was a center of innovation, it was also a scene of urban conflict.
One of the earliest commentators on social conflict in the industrial city was
Friedrich Engels (1820–95), who had more than a theoretical interest in
capitalism: he was an active participant in one of the leading sectors of the era,
the textile trade. He worked for an export business in Bremen as a young man and
moved to Manchester in 1842 to work in a branch of the family business as a
manager in the Cotton Exchange. His experiences over the next two years in
Manchester prompted him to write The Condition of the Working Class in
England. Engels describes an Industrial Revolution driven by technological
changes such as the invention of the spinning jenny in 1764. The rise of the power
loom, mechanical power, iron smelting and railroads all reinforced the con-
centration of economic activity in towns. He describes the working conditions of
working people and documents their dreadful living conditions, their high death
rates, their inadequate food and their poor housing.

Engels met Karl Marx in August 1844 in Paris and they began a lifelong colla-
boration. For both men, the new industrial city was intimately connected to the new
capitalist mode of production: it embodied all the paradoxes and revolutionary
potential of capitalism. In The Communist Manifesto, written in 1844 and first
printed in English in 1888, they noted,

“The bourgeoisie has subjected the country to the rule of the towns. It has
created enormous cities, has greatly increased the urban population as
compared with the rural, and has thus rescued a considerable part of the
population from the idiocy of rural life”.

(Engels, 2004: 5)

So, for optimistic radicals with a belief in the forward march of history, the city
saved people from the impediments of rural life by giving them experience of their
collective strength. Marx made a distinction between classes in themselves and for
themselves. While classes could be objective facts (classes in themselves), in order
to become agents of history they also needed to become aware of themselves as
products of history with an ability to make a new and better future. Engels and
Marx were writing at a time when a revolutionary capitalism was sweeping away
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much of the pre-modern world. “All that is solid melts into air” is the famous
phrase that captures their sense of this historical rupture. The industrial city, as the
cauldron of the newly emerging working class’s concentrated power, was the main
fracture point.

The basic Marxist theory declares that rapid industrialization and urbanization
lead to class formation and class identity. The testing of this idea is the basis of a
major work of historical scholarship, E. P. Thompson’s The Making of the English
Working Class (1963). Class and class relations are pivotal to his analysis of the
roles of urbanization and industrialization in the formation of the working class.
The title of the book implies a double making of “working class” as Thompson
examines how it became a class in itself and for itself. A product of rapid urban
industrialization, the English working class also made itself through its sports
clubs, burial clubs, political affiliations, religion, civic socialism and trade unions.
The working class that Thompson identifies demanded and secured substantial
gains from what was originally a very oppressive system. Rather than a revolu-
tionary break, Thompson reveals the working-class dynamic more as a steady
drive toward the improvement of working and living conditions within an existing
system.

Subsequent work has tempered the early Marxist notion of the workers of
industrial cities as gravediggers of the capitalist order. John Foster (1974)
examines working-class attitudes in three English cities, focusing particularly on
Oldham. He shows that from the 1790s to the 1830s a labor consciousness was
formed in the industrial cities that, by the middle of the nineteenth century, had
crystallized into a revolutionary working-class consciousness. This was just when
Marx and Engels were casting their critical eyes over class relations in England.
However, by the end of the century, labor had been subordinated to the capitalist
order. Foster points to the active attempt by the bourgeoisie to win back mass
allegiance. By the 1860s, one-third of all engineering workers and one-third of
all male workers in cotton manufacturing were exercising authority over fellow-
workers. In other words, the working class had become more segmented, with
substantial portions more aligned to management in the new divisions of labor.
Foster’s work shows that revolutionary class consciousness was a temporary
phenomenon before the capitalist class won back allegiance and before changes
in labor organization resulted in new labor aristocracies. 

Patrick Joyce (1980) looks at the social consequences of mechanization and
community development in factory towns of the later nineteenth century. The
factory became a place where work got under the “skin of life,” a place that
promoted both a defensive form of class solidarity and a culture of subordination.

However, while revolutionary class consciousness may have been tempered, 
the organized working class provided a new, important social power base in 
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industrializing economies. Together with its political representatives it success-
fully bargained for a higher level of social welfare that in Western Europe resulted
in easier access to existing public goods, such as healthcare, and the creation of
“new” public goods, such as social housing. Indeed, the political power of the
organized working class in Western Europe managed to transform many goods
from private (with access based on income) to public (with access based on
citizenship).

As industrial capitalism matured, the factory and the industrial city did not
produce the shock troops of revolution. Rather, industrial workers became a source
of social stability. Later studies of twentieth-century factories, such as Benyon’s
(1973) study of car workers in a British Ford plant and the Nichols and Benyon
(1977) analysis of workers in a chemicals factory, show that organized labor was
more concerned with striking shop-floor bargains than with broader political
objectives. There were also national differences in the political role played by
organized labor. Scandinavian countries have a much more comprehensive welfare
system than the US. Katznelson (1979) shows that ethnic cleavages, reinforced
by strong residential segregation, was one reason behind the lack of class-
conscious labor politics in the US, where unions tended to focus on gaining
factory- or at most industry-wide concessions rather than broad social welfare
provision. Race trumped class in most US cities, in part as a result of urban
segregation which in some cases was an explicit urban policy. Charles Connerly’s
(2005) study of the steel town of Birmingham, Alabama, reveals that city planning
until the 1950s was dominated by the desire to segregate the races and to ensure
that African-Americans lived in isolated, poorly maintained communities.

The planned city

The rapid growth of town and cities, especially in the wake of rapid indus-
trialization, created a series of urban problems: inadequate housing, polluted
environments and poor public health. The responses to these problems shaped the
nature of the planned city. Three responses can be noted: social activism; new
models for cities; and urban interventions. Let us consider examples of each.

Many social activists were motivated by the abysmal conditions of the indus-
trializing city. In 1889 Jane Addams founded Hull House on Chicago’s Near West
Side. She worked there until her death in 1935. Addams and the other residents
of the settlement provided services for the neighborhood, such as kindergarten
and daycare facilities for children of working mothers, an employment bureau, an
art gallery, libraries, and music and art classes. Hull House surveys of the local
area created maps of household income levels and ethnicity. Eight out of ten of
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the contributors to 1895’s Hull House Maps and Papers were women. By 1900
Hull House activities had broadened to include a co-operative residence for
working women and a meeting place for trade union groups. The Hull House
residents and their supporters forged a powerful reform movement that launched
the Immigrants’ Protective League, the Juvenile Protective Association, the first
juvenile court in the nation and a Juvenile Psychopathic Clinic. They lobbied 
the Illinois legislature to enact protective legislation for women and children and
to pass in 1903 a strong child labor law and an accompanying compulsory
education law. The federal child labor law of 1916 was the national result of their
efforts.

Ebenezer Howard’s ideas of new, planned, garden cities were outlined in his 1898
book To-morrow: A Peaceful Path to Real Reform. It was reissued four year later
with a new title, Garden Cities of To-morrow. Howard had a vision of small co-
operatives, self-governing settlements. He could see the ills of the big city and the
unemployment in the rural areas and suggested a garden city in the countryside
where land could be bought cheaply and decent housing made available. It was not
a rural retreat: Howard expected that jobs and industry would also leave the big
city. The ideal settlement size Howard proposed was 32,000 people at relatively
high densities in a city surrounded by a green belt. Once urban growth exceeded
this limit, a new settlement would be established and eventually a vast conurbation
would emerge of multiple garden cities linked by a mass transit system. Residents
would own the land and modest rent levels would be used to fund public services
and social welfare programs. Howard combined the idea of garden cities with
communal land ownership and local self-government all set within a vast urban
region. Garden cities were built around this time. Letchworth, just north of London,
was the first, built in 1903 with Raymond Unwin and Barry Parker as the main
planners. Unwin and Parker went on to build more garden cities, garden villages
and garden suburbs. Thirty-two new towns were built in post-war Britain and at
their height they housed almost 2 million people. The idea also diffused out from
Britain. Radburn, in New Jersey, was the first garden city in the US, begun in 1929.

However, while new towns were built the co-operative land schemes were rarely
implemented. The design elements of garden cities and garden suburbs became
staples of urban design, but not the physical blueprint for a new social order. The
most recent garden cities are private developments, often gated communities built
by private interests for private gain.

Other urban designers had visions of new cities but without radical social
alternatives or commitments to social reform. These more design-minded urban
visionaries included Baron Haussmann, Daniel Burnham and Le Corbusier. The
modern city bears the imprint of their visions.
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Paris, like many other rapidly growing cities of the nineteenth century, had
substandard housing, poor public health and a disenfranchised population that
could be a threat to the existing political order. The old neighborhoods, especially
in the east of the city, played an important role in the revolutions of 1830 and
1848. The Emperor of France, Napoleon III, charged Haussmann with making
Paris a spectacularly beautiful city, a healthy city and a city where the mob was
under firm control. Haussmann demolished the oldest neighborhoods in the
medieval heart of the city, destroying the homes of 15,000 people. He built wide,
straight boulevards that made it more difficult to put up barricades and easier to
move troops (Plate 3.1) and effectively moved the center of Paris to the north west,
considered a safer part of the city, where the rich lived. Haussmann radically
altered the city in strokes that were repeated in many twentieth-century cities as
urban renewal schemes demolished old neighborhoods. 

Burnham drew upon Haussmann’s designs in emphasizing ceremonial public
spaces and long vistas ending in neoclassical buildings. He designed early
skyscrapers and the Columbian Exhibition (held in Chicago in 1893), and was
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Plate 3.1 Haussmann’s Paris



one of the originators of the City Beautiful Movement that sought to rebuild public
spaces with grand designs and imposing processionals. He designed a new civic
center for Cleveland and in 1909 devised an ambitious plan for Chicago that
imposed a classical civic order on the regular grid. By 1925 much of his plan had
been completed. Peter Hall (1988) shows how the City Beautiful designs spread
around the world.

The Fordist city

The first Kondratieff cycle saw its full flowering in Britain: Manchester was the
exemplar nineteenth-century industrial city. The second and third waves were
experienced in other parts of the developed world, Germany and the US in
particular. By the time of the third Kondratieff cycle, based on automobile manu-
facturing, giant factories and standardized deskilled manufacturing processes, the
epicenter had shifted decisively to the US. The exemplar city was Detroit as it
became home to car manufacturing and new forms of industrial production. At
the beginning of the twentieth century cars were luxury items, handcrafted and
designed for the wealthy. Detroit was only one of many car-making cities. Even
before the coming of car production it was a manufacturing center, and by 1900
it boasted almost a thousand machine shops making ships, stoves, engines and
mining machinery. There was a pool of skilled labor and network of local
financiers. It was soon producing two-fifths of the nation’s car output, concen-
trating on the cheaper end of the market.

Henry Ford transformed the manufacture of cars. He was born in 1861 and grew
up close to Detroit. In 1879 he went to work for the Michigan Car Company that
was building ten cars a day. Twenty years later he formed the Detroit Automobile
Company, but it was not a success: Ford was too much of a perfectionist and had
yet to hone his market sensibilities. Fine-tune them he did, however, when he
founded the Ford Motor Company in 1903 with twelve shareholders, all from
Detroit. In 1908 the first Model T appeared on the market. It was a simple yet robust
marque that went through numerous design improvements to become one of the
first mass-produced cars. Assembly lines and mass production had been developed
over the previous century in a range of manufacturing industries, including bicycles
and watches as well as the Chicago meat-processing and packing industry. So Ford
did not invent mass production, but he refined and improved it. Car production
became standardized, precise and continuous. Mass production also allowed
reduction in the final price: the cost of a Model T in 1908 was $805; by 1924 it was
down to $290. With each price decrease new markets were created, so mass
production not only met demand but created new demand. Cars became less a
luxury item and more a regular purchase, especially in the rural hinterland where
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farmers used them for a variety of purposes. By 1920 every second car in the world
was a Model T Ford. In order to reduce labor turnover Ford also paid relatively
high wages. A well-paid industrial workforce was essential to decreasing labor
turnover and maintaining worker allegiance. So Ford was instrumental in creating
the high-paid blue-collar sector of the new industrial city.

Detroit was the forerunner of the modern industrial city. Production was con-
trolled by a small number of very large companies who operated under oligo-
polistic conditions. Production was mechanized, repetitive with long production
lines. An organized working class was both relatively well paid and well cared for.
There were outbreaks of labor unrest when the business cycle softened demand
and management implemented layoffs and wage cuts, but, by and large, a stable
system of capital–labor relations was established, a relatively affluent working
class was created (in the US it saw itself as blue-collar middle-class) and the power
of well-organized labor was reflected in the developed countries with high social
welfare provision and government commitments to full employment. The high
point of what has been termed the “Keynesian–New Deal city” (Short, 2006a)
lasted from 1945 to the mid-1970s. Thereafter, this particular form of the
industrial city was transformed in three ways: manufacturing decline, postfordism
and global shift.

Manufacturing decline

Manufacturing decline is a worldwide phenomenon: in 1995 there were 172
million manufacturing jobs, but by 2005 this had declined to 150 million. In 1995
China had 100 million factory jobs; since then between 10 million and 20 million
have disappeared. Over the same decade in the UK the number of factory workers
declined from 4.7 million to 3.6 million. In the West Midlands the number of
manufacturing workers declined from 629,000 to 444,200, with the city of
Birmingham losing 38,900 jobs from an initial total of almost 100,000. In South
Korea companies are moving their plants to offshore sites with cheaper labor and
easier access to new markets. Between 2005 and 2006 the country lost 75,000
manufacturing jobs. In countries, regions and individual cities around the world,
the decline of manufacturing employment is an economic change of seismic
proportions.

Consider the case of the US. Manufacturing employment grew from around 15
million in 1960 to its peak of over 19.5 million in 1979. Since then, while there
has been some fluctuation, the general trend has been downward, with a marked
decline since 2000. In January 2004 the number of manufacturing jobs stood at
14.3 million, with a loss of 3 million from 2000. In total, almost 6 million manu-
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facturing jobs were lost from 1979 to 2004, and manufacturing as a share of the
nation’s economic output fell from 21 percent to 14 percent. Behind this change
lay important social implications as a heavily unionized workforce in relatively
high-paying, secure jobs expanded then contracted, and traditional industrial
districts and cities lost jobs and economic rationale.

There are three main reasons for the decline in manufacturing employment in the
US and other industrialized nations. First, there was a slower rate of growth in the
demand for manufactured goods. As consumers’ income rose and the economy
matured, there was a shift from spending on goods to spending on services such
as healthcare. In 1979, 52 percent of consumer spending was on goods; by 2000
it stood at only 42 percent. Second, there has been an enormous increase in manu-
facturing productivity. Each year since 1979 the productivity of manufacturing
workers has increased by 3.3 percent, which compares favorably with the rest of
the economy, where productivity growth rates are closer to 2 percent. As machines
replace people, fewer workers are needed to produce the same amount of goods.
The automation of production reduces the power and influence of skilled
manufacturing workers. Third, there has been growing competition from overseas
manufacturers. Goods formerly produced in the US are now being made more
cheaply offshore, especially in countries where wage rates are substantially below
US levels.

But behind this general decline was the growth of manufacturing employment in
selected parts of the US. In sectors of Los Angeles and New York, for example,
clothing manufacturing continues to employ many people, mainly immigrant
women. And new car factories have sprung up in the small towns of the South and
Midwest. While many older automobile manufacturing plants closed, new
automobile production and assembly plants opened along a seventy-mile band
running alongside Interstate Highways 65 and 75 from Michigan through Indiana
and Ohio into Kentucky and Tennessee. Between 1980 and 1991, twenty new
vehicle assembly plants were built in this corridor to minimize freight costs, and
located in small towns to avoid heavily unionized areas.

The contraction of manufacturing employment varied. The largest declines were
in the old established urban centers of the Northeast and Midwest, traditionally
unionized places, while the largest relative and absolute increases were in the
Sunbelt states, many of them with anti-union laws and regulations. The decline
of manufacturing in the old established cities effectively weakened the hand of
organized labor and strengthened the hand of capital. The result was a squeeze on
the living standards of industrial workers and a general depression of middle-class
incomes. The average weekly earnings of all private industry employees declined
from $275 in 1982 to $274 in 2001 (in constant 1982 US dollars).
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Deindustrialization involves the closure of plants, especially in the urban cores,
the reduction of workers in existing plants and a net shift in manufacturing
employment away from the central city to the suburbs. In vibrant urban economies
the loss of manufacturing jobs is offset in aggregate terms by the growth of jobs
in other sectors. However, in neighborhoods and cities where there is little
alternative employment growth, the loss of manufacturing employment is
devastating. Traditional small industrial cities such as Schenectady, Syracuse and
Flint in the US saw the lifeblood of the local economy drained away without the
transfusion of new jobs. In selected inner-city neighborhoods jobs have gone, not
to be replaced. Dundalk, a blue-collar Baltimore suburb, saw a decline in manu-
facturing from 48 percent in 1970 to 16 percent in 2000. With few employment
opportunities, the poverty rate doubled from 5 percent to 10 percent. William
Julius Wilson (1996) charts the effects of such employment loss on minority
neighborhoods in such cities as Chicago, where deindustrialization impacts
significantly on African-American urban communities.

Detroit embodies the process of deindustrialization and job loss. The city grew in
the first two-thirds of the twentieth century on the back of the car industry. In 1960
there were 642,704 jobs in the city and the population was 1.6 million. By 2000
there were only 345,424 jobs, the population had declined to just over a million,
vast swaths of the city had become vacant and an endemic fiscal crisis limited the
effectiveness of city government. Motor City became Vacant City as 17,000 acres
out of the city’s total of 86,000 lay vacant and derelict.

The Postfordist city

From the 1970s two major changes took place that constitute the maturing of the
fourth Kondratieff cycle. In terms of internal organization increasing competition
and a rise of consumer power prompted a change in industrial production from a
narrow reliance on a few items to a more varied inventory designed to meet a
fickle market (Webber and Rigby, 1996). There was also a global reorganization
of manufacturing production, best described as “global shift” (Dicken, 2007).

Postfordist techniques involve greater flexibility of production, more subcon-
tracting, greater vertical integrations and more flexible labor. Rigid craft distinc-
tions and demarcated job specifications are loosened as management uses labor
in a more flexible manner. The reorganization of production allows firms to adjust
quickly to a more volatile market, permits higher rates of productivity and reduces
employment costs. It also signals a weakening of the power of organized labor as
management regains more control over the deployment and the pace of work.
Postfordism (the terms “flexible specialization” and “flexible production” have
also been used) therefore provides capital with more control over labor.
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Flexible production is also linked to a spatial reorganization from the standardized
space of factories as nodes of giant corporations toward more vernacular
production spaces of smaller firms. By the end of the twentieth century the old
industrial cities of Detroit were losing out to the new, looser agglomerations of
Silicon Valley.

The shift to flexible production is not limited to the developed world. Christerson
and Lever-Tracy (1997) point to the dense networks of small firms emerging in
rural China that are competitive in rapidly changing global markets. Postfordist
industrial districts are emerging in a select group of developing countries.

In summary, since the 1970s, manufacturing has shifted toward flexible special-
ization involving shorter production runs, more automation and less skilled
workers. While this makes industry much more sensitive to changing consumer
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Case study 3.2

Contrasting urban fortunes

In 1950 Schenectady, New York, and San Jose, California, had similar population
sizes: 92,061 and 95,280, respectively. At that time Schenectady’s economy seemed
secured. Over 27,000 people worked for General Electric. The city was flourishing,
with a vibrant downtown and a buoyant job market. Corporations such as the American
Locomotive Company provided employment for thousands of workers as well as a way
of life. Social clubs and softball teams grew up around the connections workers made
in the factory. Fifty years later most of those jobs had gone. The Locomotive Company
closed in 1968, and General Electric shed over 90 percent of its workforce in the city.
The city’s population shrank to just over 61,821; the houses lost value and the credit
rating of the city, which always provides a significant fiscal view of a city’s economic
health, was downgraded by Moody’s Investors Service to the lowest in the state. The
median household income in 2004 was just $29,378.

By 2000 San Jose, in deep contrast, had a population of 894,943 and was one of the
larger cities in the US. Decades of spectacular growth fueled in particular by the Silicon
Valley boom in high-technology and computer-related industries make San Jose one of
the most prosperous and economically dynamic cities in the country. In 2004 median
household income was $70,243. Among the companies headquartered in the city are
Adobe, Cisco and eBay.

Schenectady and San Jose: close in population size in 1950, but by 2000 they were on
two very different trajectories, one spiraling downwards and the other surging upwards.



preferences, it has reduced the number and skill levels of manufacturing workers.
This in turn has led to a decrease in labor’s bargaining power with resultant effects
on wages. And the more jobs are deskilled, the more easily they can be shipped
offshore to unskilled labor pools.

In the shift from manufacturing to a service-dominated economy, one particular
sector has emerged as a very important economic and cultural phenomenon: retail.
This constitutes one of the single biggest employment sectors, larger than the
manufacturing or government sectors and second only to the service sector.
Retailing is therefore a central feature of economic organization. The old push
economy of the first three-quarters of the twentieth century – in which companies
made things and retailers then sold them to consumers – is now a pull economy,
in which large retailers dominate the consumer market. The ‘big box’ retailers,
such as Wal-Mart in the US, have so much power in the market place that they
dictate to manufacturers the cost, style and delivery schedule of goods. The
relentless drive toward reducing costs by such powerful companies as Wal-Mart
is central to the staggering productivity increases in the manufacturing of con-
sumer goods and to the globalization of manufactured goods. As Wal-Mart forces
producers into intense competition to trim costs, it compels many US companies
to turn to China in order to keep up with its Asian suppliers. The large retailers
have so much power, they force manufacturers not only to reduce costs but to
move production offshore. Wal-Mart’s inventory is now dominated by cheap
imports from Asia, and while this provides lower prices for US consumers, it also
disciplines manufacturers and ultimately US workers. Wal-Mart provides a
platform for Asian goods and lubricates the globalization of manufacturing toward
lower-cost producers.

Capitalist economies are regulated. Markets exist in legal, social and cultural
contexts, and operate in and through such contexts. There is no such thing, except
in the minds of neoclassical economists, as a “pure” market. The term “post-
fordist” has also been associated with changes in state policies as Fordism
involved a regime of regulation that included collective bargaining between big
labor and big capital. The state set the framework for this negotiation but also was
involved in maintaining low unemployment levels. After the mid-1970s as flexible
specialization and manufacturing decline weakened the hand of big labor, a new,
more entrepreneurial state began to emerge that was more responsive to the needs
of business. The state became concerned with wealth creation rather than wealth
redistribution and with employment creation rather than employment protection.
Deregulation, privatization and a reduction in social welfare became parts of a
neo-liberal agenda that dominated state polices (Dumenil and Levy, 2004; Harvey,
2005).
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Global shift

The economic geographer Peter Dicken (2007) uses the term “global shift” to
describe the movement of industrial employment from the cities of the developed
world to those of the developing world. There has been a redistribution of
manufacturing employment from Western Europe and North America to Asia that
entails the deindustrialization of the advanced economies and a rapid indus-
trialization in selected cities in a small group of developing countries, including
China, Singapore, Taiwan and South Korea.

Global shift is moving up the manufacturing chain. In the early 1990s China’s
economic growth was dominated by traditional, labor-intensive manufacturing
sectors such as textiles, clothing and footwear. More recently, however, growth is
more noticeable in capital-intensive, high-tech sectors, such as machinery and
electronics. Industrial cities in countries like China that attracted labor-intensive
industries are now also attracting capital-intensive industries (Wong and Chan,
2002).

We can focus on global shift by looking at just example, the case of Nike (Short,
2001). Phil Knight was a member of the University of Oregon track team in the
1950s. His coach was Bill Bowerman. Knight went on to Stanford Business
School and, when faced with a term paper, he developed the idea that low-cost
Japanese shoes could find a market niche in the US athletic shoe market. He did
not pursue the idea immediately, becoming an accountant in Oregon, but on a trip
to Japan in 1963 he picked up a pair of Tiger running shoes. He showed them to
Bowerman, who thought they were better than Adidas shoes. They invested one
thousand dollars in a thousand pairs of Tiger shoes and sold them at local high
school track meets. It was the beginning of a lucrative connection. Bowerman
would send new designs to Japan and new shoes would be made, shipped back to
Oregon and sold at track events. By 1969 the annual sales were almost a million
dollars. At this stage Knight and Bowerman were selling the shoes under the
original Japanese brand names. However, in 1971 Knight decided it was time for
a separate identity. The shoes were named after the Greek goddess of victory,
Nike. The swoosh symbol was designed by a Portland design student in 1972.
Annual sales that year were $3.2 million. By 1980 they were $270 million and
one out of every three Americans owned a pair of Nikes. By 2000 Nike was selling
close to 100 million shoes per year and generating annual revenue of $10 billion.

Making shoes is dirty, dangerous and difficult. Initially, Nike shoes were made in
Japan. The Japanese perfected their designs and the products they sold on the
world market continued to improve. So did Japanese workers’ wages and
conditions. Labor costs rose. In 1974 Phil Knight made his first visit to South
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Korea. By the early 1980s most Nike shoes were made in Korea, and the city of
Pusan became the capital of Asian shoe manufacturing. Nike signed contracts
with Korean shoemakers. Factories sprouted up, more workers were employed.
South Korea became one of the fastest-growing manufacturing nations in the
world. Meanwhile, during the 1970s and 1980s 65,000 jobs in shoe manufacturing
in the US were lost. By the mid-1990s a pair of Nikes that sold for $30 cost just
$4.50 to make. Line workers in Korea were receiving $800 a month. But in the
competitive shoe business further cost reductions were needed. Nike could reduce
their costs by getting their shoes made in China, Indonesia and Vietnam, where
labor costs were only $100 a month. In Vietnam in 1998 workers at a Nike shoe
manufacturing plant earned as little as $1.60 a day. In Indonesia, workers were
sometimes receiving as little as 50 cents a day. Indonesia is now one of the largest
suppliers of Nike shoes: 17 factories employ 90,000 workers, producing around
7 million pairs of shoes each year. In southern China the center of shoe manu-
facturing is the city of Guangzhou. Just outside the city one shoe factory used by
Nike make 35,000 shoes every day.

The story of Nike is one that can be found in most manufacturing sectors. In the
1950s the bulk of the world’s manufacturing jobs were in the old industrial
heartlands of North America and Western Europe. This was the result of an
international division of labor that had emerged over the previous 200 years. The
core of the world economy imported raw materials, turned then into manufactured
goods and exported them around the world. This division of labor involved an
unequal exchange in which the core economies of Europe and North America
grew richer. Cheap raw materials rarely provided the basis for industrial take-off
in the periphery; but in the core economies, the value-added work of manu-
facturing provided the basis for sustained capital accumulation. It was also the
basis for the creation of an organized working class.

The global shift in manufacturing employment has meant a reconstruction and
reterritorialization of the working class. A predominantly male, North American/
European working class, earning union rates, has been replaced by a young,
female, Asian working class. The old-established, self-conscious working class
has been effectively destroyed, while the new one has yet to organize itself
sufficiently to exercise political and economic power. In the new global world,
capital can move to cheaper labor areas; while organized labor in traditional
manufacturing industries, such as textiles and shoe manufacturing, has seen the
jobs move away. Economic globalization allows corporations to relocate in order
to minimize wage costs. There has been a deterritorialization of corporations, so
the old adage that what is good for General Motors is good for the US no longer
applies. Although listed as a US company, Nike’s interests do not necessarily
parallel US interests. What is good for Nike’s shareholders is not necessarily good
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for US workers. The low cost of international transport and the growing ease of
international trade, crucial requirements of economic globalization, have allowed
capital to be more easily dissociated from national interests and local community
concerns. Capital is free to roam the world in search of ever-lower wages.
Globalization has liberated capital from territory, citizens and communities. It
now signals the power of capital to move at will, while those without capital are
stuck in place. Space and place; freedom and constraint. Globalization gives more
power to the powerful and further constrains the weak.

The mobility of capital has been reinforced by changes in production. In the
Fordist model plants were huge, fixed-capital investments. Bargaining between
capital and labor thus took place in a fixed location. More recently, a more flexible
form of production has been introduced. Nike has no shoes factories and there
are no Nike workers. The company’s shoes are made under contract by a range of
manufacturers. Factories compete to obtain Nike orders and are then licensed by
Nike if they are capable of making shoes to cost and design specifications. Many
of the “Nike” shoe factories in Indonesia and China are actually owned by Korean
and Taiwanese business interests. This system drives down prices. The old model
of manufacturers making things and retailers merely selling them has been
replaced by the power of retailers and brands. Now retailers tell the manufacturers
what to produce. Contracts are for short-run lines rather than long-run batches.
One clothing retailer, Hennes and Mauritz, a Swedish company with stores in
Europe and North America, keeps its prices low by contracting in low-wage areas
of the world. Almost 900 factories are used to produce a constantly changing
design portfolio. The company has been successful in keeping its inventory low;
the just-in-time production system ensures that goods are made to meet demand,
with stores often receiving daily supplies. The entire inventory is turned over eight
times each year (the industry standard is four times). High turnover means that
profits can be made through selling many items rather than one; hence the price
of individual items can be reduced, which in turn aids turnover. Designs seen in
Italian fashion shows are soon produced cheaply and quickly and then sold in
stores until the next fashion wave hits. Just-in-time, flexible production allows
low prices and high turnover, and is indicative of a marked change in capital–labor
relations. Capital is now hypermobile. Workers in one factory cannot bargain in
the same effective way that the workers of the old Ford system could. Capital is
no longer fixed in place. Retailers can move their production contracts to another
factory in another country. While capital can roam the world, labor is fixed in
place. The result is an uneven bargaining arrangement.

One consequence of global shift has been an increase in international trade. An
increasing share of spending on goods and services is devoted to imports from
other countries. The share of international trade in total output rose from 27 to 39
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percent between 1987 and 1997 for developed countries. The corresponding
figures for developing countries were 10 and 17 percent. The production chains
of international corporations such as Nike now weave their way through many
countries, and the empirical evidence suggests that there is a correlation between
international trade and per capita income. Less protectionism means competition,
greater awareness of new foreign ideas and technologies; and, for poor countries,
the ability to import capital equipment necessary for long-term economic growth.
The result is more efficient economies. More open trade leads to rising per capita
income. However, per capita income is a crude measure that does not show the
distribution of income, simply the average. The evidence on income distribution
is inconclusive. In several countries income inequality has increased in the wake
of trade liberalization: Argentina, Chile, Colombia, Costa Rica and Uruguay, for
example. In the US the wage rates of high-school educated males fell by 20
percent from 1975 to 1995 as the US economy became more open to foreign
imports. It is difficult fully to assess the role of trade in this inequality because
technological changes that weaken the position of selected labor groups must 
also be taken into consideration. However, the perception of rising inequality is
apparent, and it is most often associated with foreign trade. In the US, for
example, the declining incomes of the middle class are commonly associated with
cheap imports, foreign workers, capital disinvestment, and reinvestment in
cheaper producing areas and globalization in general.

Economic globalization is a work in progress rather than an achieved end point.
Not all firms are footloose, and technology transfers between countries remain
problematic. A truly global economy would have a free transfer of capital and
labor. What we have is free movement of capital while labor is increasingly state
regulated. Moreover, not all countries have been involved in the global economy.
The so-called Asian “tigers,” despite recent crises, have dominated the global
shifts in production. Japan, Hong Kong, Singapore, South Korea, and Taiwan were
the first wave of newly industrializing countries. More recently, China, Indonesia,
the Philippines, and Vietnam have attracted the bulk of investment in manu-
facturing (Plate 3.2). Although we may think of global production chains, in
practice only a few countries are involved: Nike’s Air Max Penny shoes have 52
components from only five countries – the USA, Taiwan, South Korea, Indonesia
and Japan. Economic globalization is spotty. Much of sub-Saharan Africa has
been excluded from both the first and the second waves of new industrialization.
A global economy is becoming rather than being, and it is selective, patchy and
incomplete.
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Further reading

Dicken, Peter, 2007, Global Shift: Mapping the Changing Contours of the World
Economy, New York: Guilford Press. Now in its fifth edition, this book highlights
the creation of the global economy and its changing configurations. A must-read
work.

Hall, Peter, 1998, Cities in Civilization, London: Weidenfeld Nicolson. A
magisterial summary of cities as centers of innovation. While the book ranges
across 2,500 years, the chapters on nineteenth- and twentieth-century cities,
including Berlin, Detroit, Glasgow, London, Los Angeles, Manchester, New
York and Tokyo, provide unrivaled and detailed empirical material on the
industrial and post-industrial city.

Internet Modern History Sourcebook, 1997, “Industrial Revolution”
(<http://www.fordham.edu/halsall/mod/modsbook14.html>). A useful website on
the Industrial Revolution.

Webber, Michael J. and David L. Rigby, 1996, The Golden Age Illusion:
Rethinking Postwar Capitalism, New York: Guilford. Provides a detailed
discussion of the global industrial growth of the 1950s and 1960s and decline
since the mid-1970s. An important discussion of the global spatial reorganization
of capitalism.
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Plate 3.2
Industrial park
in Ho Chi Minh
City, Vietnam



4 Service 
industries and 
metropolitan 
economies

While merchant cities such as Venice and Bruges reached dazzling degrees of
civic splendor, and industrial cities such as Manchester and Pittsburgh grew into
global prominence, they also all witnessed subsequent decline. While trade and
industry can generate spurts of growth they do not, on their own, guarantee long-
term economic viability. For cities to survive and grow over the long term they
need to be large and have a diversified economy. Size does matter! The urban
economist Wilbur Thompson (1965) identifies what he calls a “ratchet effect”:
above a critical size, cities will not decline. Thompson cites four reasons: larger
cities have a more diversified base so that growth will be maintained even if a
particular sector declines; they wield more political muscle and thus put more
claims on public expenditures to stave off shrinkage; the big city is an important
market in its own right; and big cities are more likely to be sites of innovations
which provide the basis for subsequent growth. He proposed that the critical
threshold figure was a population of one-quarter of a million, but it is better to
consider the threshold as a relative figure varying over time and space. Whatever
the exact amount, it is clear that the bigger the city, the more the ratchet effect
comes into operation. But as we shall see, even large cities (of almost 1 million
people), such as Detroit and Baltimore, have witnessed marked decline in the face

Learning objectives

● To understand the shift from manufacturing to service employment in urban
economies

● To see the importance of advanced producer services
● To visualize a global urban network of service centers



of manufacturing loss. The most extreme examples, ghost towns, are testaments
to the fragility of economic growth based on single industries in small towns.

In terms of a narrow reliance on trade, regional systems may shrink to reliance
on a few centers. Allen Pred (1966) examined the mercantile cities along the
eastern coast of the US in the period 1800 to 1840. In 1800 there was a large
number of small cities, including Charlestown, New Bern, Norfolk, Baltimore,
Trenton, Milford, New London, Gloucester and many more. As trade grew there
was an expansion of the wholesale trading system involving the construction of
warehouses that involved the recruitment of labor, which increased local
purchasing power, resulting in higher demand for goods and services. The process
of cumulative causation in which growth promotes more growth was felt in a
select group of more advantageously positioned cities. By 1840, Charlestown,
Baltimore, Philadelphia, New York and Boston dominated the trading system 
and were centers of urban growth, while New Bern and Milford shrank in impor-
tance.

In terms of industrial growth, we can picture a three-stage model. In the first stage,
firms locate on greenfield sites, labor is attracted and population increases. In the
second, more mature stage local firms make profits, wages rise and there are
buoyant housing and labor markets. However, as technological developments
render certain processes and plants less efficient, capital disinvests to seek more
profitable locations; a period of decline is inaugurated that involves the out-
migration of skilled workers as well as reduced spending power and employment
opportunities. The process of cumulative causation is now reversed as a spiral of
decline feeds into more decline. In urban economies where job losses are not
offset by growth in other sectors, the whole city declines.

A buoyant urban center is reliant on a large and diversified economy. Remember
the example of Schenectady, where the loss in manufacturing employment was
not offset by job growth in other sectors to halt a downward spiral. There are also
many counter-examples. For decades, Hong Kong was a center of manufacturing,
one of the original Asian “tigers” of rapid economic growth in the 1960s and
1970s. However, there was a steady decline in the importance of manufacturing.
In 1980, almost one out of every two workers was involved in manufacturing: by
1997 this had fallen to fewer than one in ten. But the decline was offset, in total
employment terms, by an increase in producer services, especially manufacturing
producer services involved in servicing import–export, financing and real estate
(Tao and Wong, 2002). Hong Kong became an important center for servicing the
manufacturing sector that had shifted to mainland China. This sort of shift from
manufacturing to service is the hallmark of successful urban economies.
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The growth of the service sector

In mature economies there has been shift from manufacturing to services. In the
US, for example, service employment now accounts for one in every three US
workers and almost 30 percent of GNP. Services are defined as selling assistance
and expertise rather than a tangible product. In some cases the distinction is clear:
when you buy a car, you are buying a product; when you hire someone to clean
your house, you are buying a service. But at other times the distinction is fuzzy:
the classic example is a restaurant, where you buy both food and service.
“Services” is best considered as a loose and hazy term that at the edges slips over
into goods. It also covers a wide range of activities, from healthcare and financial
consultancy to computer information companies. The sector includes a range of
wildly differing job experiences. At one end are the highly-paid Wall Street
brokers working in international currency dealing whose lucrative salaries and
bonuses fuel local housing markets. At the other end are contract cleaners who
tidy up after these executives (Aguiar and Herod, 2007).

One particularly significant part of the services sector comprises the knowledge-
based industries, so-called “producer services,” such as advertising, banking
services, financial services, business consultancies and information technology.
Together these businesses constitute the dynamic edge of mature capitalist
economy. Since 1980, in the developed world, a city’s success rests less on manu-
facturing employment and more on the extent to which it can generate, retain and
attract such services. In the nineteenth and early twentieth centuries the factory
contained both the assembly line and the offices that administered the whole
process of buying raw material, hiring workers and selling finished products. The
business service sector has become more prominent as these services sectors have
been hived off into separate divisions and into separate companies. Take, for
example, a simple model of a contemporary multinational manufacturing busi-
ness. At the base is the routine assembly plant which needs all those things noted
in the standard location models of industry: cheap labor, low taxes, etc. Because
of the ease and low cost of transporting goods, locational constraints are less
powerful, so these plants can be located in a range of countries around the world.
Economic globalization has therefore created a flatter world. Another level of the
company that has become separated from the production plants is the research
and development sector, which tests new products. This sector needs to be close
to pools of highly skilled labor, knowledge pools and the amenity-rich locations
that attract such workers. Then there is the company headquarters, which needs a
metropolitan location in order to maximize face-to-face business contacts and be
close to business services that provide advertising, financing, legal services and
other important services. Consider the case of Boeing, a company with almost
156,000 workers around the world, almost 66,000 of them in the state of
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Case study 4.1

The 20 largest cities in the US, 1850–2000

Table 4.1 reveals some of the trends we have discussed in the previous three chapters.
First, large and economically successful cities such as New York maintain their primacy.
From 1850 to 2000 New York City saw an increase and then a decrease in the amount
of manufacturing employment. But the decline was offset by an increase in service
employment, especially in the advanced producer services that require a central city
location. A similar trend can be noted, albeit time delayed, in the growth and decline
of manufacturing for Chicago and later Los Angeles.

A second trend is the relative, and indeed absolute, decline of the older industrial 
cities of the Northeast. Baltimore, for example, was the second-largest city in 1850,
maintaining its position in the top ten until 1970. Thereafter, massive deindustrializa-
tion with limited offsetting service employment increase led to a decline. By 2000
Baltimore stood at number 18. Cincinnati was the eighth-largest city in 1880 but had 
fallen out of the top 20 completely by 2000. Similar trends can be noted for 
other industrial cities. In 1970, Detroit, Milwaukee and Cleveland were fifth, twelfth 
and tenth, respectively, but by 2000 they were tenth, nineteenth and no longer in the
top 20.

A third trend is the growth of urban centers in the Sunbelt region caused in part 
by industrial relocation, and more recently by new job formation. In 1880 Phoenix, 
San Diego, San Antonio, Dallas and San Jose did not figure; by 1970 they had
squeezed into the top twenty; and by 2000 they were firmly established as large US
cities.

To some extent suburbanization, the shift from the central cities to suburban areas that
are separate municipalities, explains some of the decline of such cities as Atlanta.
Metropolitan fragmentation is an urban reality in the US. However, the changes have
been shaped by, and embody, broad-scale economic changes and in particular the rise
and fall of industrial cities in the Northeast, the growth of new cities in the Sunbelt and
the enduring dominance of the very large successful urban economies of New York,
Chicago and, more recently, Los Angles. The changing fortunes of cities in the Northeast
and the Sunbelt are clearly shown in Figure 4.1. In 1900, all large American cities,
except for San Francisco and New Orleans, were located in the Northeast. Just one
hundred years later, only seven Northeast cities remained within the top 20. In the
meantime, California and Texas each boasted four cities in the list. Population rank is
a good barometer of changing urban economic fortunes.
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Washington. In 2001 the company moved its headquarters from Seattle to Chicago
and separated its corporate headquarters from its production base. According to
the company, the move was made in order to secure ready access to global markets
and easier access to financial markets. It was also lubricated by subsidies of over
$60 million from the state of Illinois and the city of Chicago, which was in
competition with Denver and Dallas–Fort Worth.

Financial services remain concentrated especially in the global cities, such as New
York, where the economics of agglomeration and the ability to provide face-to-
face contact are of great importance. Gehrig (1998) outlines the various forces
shaping financial centers. The centripetal forces include economies of scale, infor-
mation spillover, liquid markets and labor markets. Centrifugal forces include
market access costs and localized information. The former forces dominate, and
the current structure is a network of cities that services the contemporary
transnational and securitized form of financial systems in a strongly hierarchical
form. At the apex are the supranational centers of London and New York, followed
by a second tier of international centers that include Tokyo and Zurich, then host
centers which attract foreign financial institutions, such as Sydney, Toronto and
Vienna. The determinants of financial center competitiveness include agglomera-
tion of demand and supply, a culture of information expertise and contacts,
avoidance of overregulation, well-run and disciplined markets, and ongoing
innovation that promotes rapid dissemination and quick response.

The globalizing economy creates lots of information, narrative uncertainty and
economic risk that all have to be produced, managed, narrated, explained and acted
upon. Global cities are centers of global epistemic communities of surveillance,
knowledge production and storytelling (Storper, 1997). Trust, contact networks
and social relations play pivotal roles in the smooth functioning of global
business. Spatial propinquity allows these relations to be easily maintained,
lubricated and sustained in an efficient means of communication that helps solve
incentive problems, facilitates socialization and learning, and provides psycho-
logical motivation. Storper and Venables (2004) write of the positive benefits of
face-to-face contact in the urban economy. Global cities are the sites of dense
networks of interpersonal contact and centers of the important business social
capital trust vital to the successful operation of international finance.

There are a number of empirical studies of individual sectors of advanced
producer services that highlight their global city bias. Beaverstock et al. (2000)
assess the geographical spread of the foreign offices of US law firms. Just 15 cities
house 73 percent of the total, with London alone accounting for 17 percent of all
offices of US law firms abroad. And 59 percent are found in just eight cities:
London, Hong Kong, Paris, Tokyo, Brussels, Moscow, Singapore, and Frankfurt.
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The US law firms that had a global presence were concentrated in New York,
Chicago, Washington, DC, Philadelphia, Boston and Los Angeles. The same
authors had earlier looked at the location of London’s law firms (Beaverstock 
et al., 1999). All but 1 of the top 30 London law firms had a foreign presence, that
in total comprised 221 foreign branches in 60 cities. Brussels was the most
dominant city, with 25 offices, followed by Hong Kong (18), Paris (13), Singapore
(12), and New York (10). (The dominance of Brussels reflected the need for
proximity to the EU Commission and its bureaucracy.)

Global service corporations depend upon specialized knowledge. Sassen (1994)
suggests that global cities are knowledge-rich environments, and that face-to-face
contacts between experts are facilitated by the clustering of knowledge-rich
individuals in cities like New York, London and Paris. In this way, global cities
have become “privileged sites” in the contemporary world economy, housing the
“knowledge elite” who act as crucial mediators and translators of the flows of
knowledge, capital, people and goods that circulate in the world. A global city
attends to the heterogeneous global space of flows, lending otherwise incom-
mensurable materials intelligibility and translatability.

Researchers in the Globalization and World Cities (GaWC) group examined the
distribution of advanced producer services across a range of cities. They generated
a data matrix of 316 cities and 100 firms in accountancy, advertising, banking/
insurance, law and management consultancy; identified firms with at least 15
separate offices; and analysed connectivity between the 316 cities. Those that had
at least one-fifth of the connectivity of the most connected city (London) were
identified as world cities. A total of 123 world cities were identified in this way
(see Taylor, 2004). The global urban system they identify is a network of – and
for the functioning of – advanced finance capitalism. If we had chosen another
set of flows – for example, flows of migrants – a very different network would
have been identified (Benton-Short et al., 2005).

The growth of the service sector also produces a more polarized job market with,
on the one hand, high-paying jobs with full benefits and, on the other, minimum-
wage jobs with few benefits. At the core of the new service economy are the highly
paid knowledge-based professionals, symbolic analysts such as business
consultants and investment bankers. Paid generously, they have employment
security, good working conditions and generous benefits. They often work long
hours with brutal deadlines, but they are firmly located in the middle to upper-
middle class, and they can assure their children’s similar economic success by
buying good private education or living in residential areas that provide high-
quality public education. At the very upper levels of this sector is a world of
affluence that is often represented but rarely experienced. It is the world of the
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corporate jet and the million-dollar-plus stock options that provide a deep
financial cushioning from the vagaries of life. Outside of this core group are two
others. One, on the semi-periphery, consists of full-time workers with less income,
status and prestige. Their jobs are less secure, and often they hang on to middle-
class status only by having more than one person in the household working. On
the true periphery comprises people on short-term or part-time contracts. They
may work from home on computers and relish the flexibility of such work or may
be picked up on a daily basis on the street corner by landscape gardeners to
manicure the lawns of the wealthy.

The shift from a manufacturing-based economy to a service-based economy has
profound effects on income distribution. A strong manufacturing base allowed
low-skilled workers to obtain relatively good wages. The service economy, in
contrast, provides high-paying jobs for those with marketable skills, but more
limited opportunities for low-skilled workers. For those lacking high educational
attainment, opportunities exist only in the low-waged service sector.

The shift from manufacturing to a more service-orientated economy also goes
hand-in-hand with an increase in female employment. In the US in 1950 female
participation rate in the formal economy was only 30 percent; by 2001 it had
increased substantially. Out of a total employed labor force of 135 million, 
63 million were now women. The workforce had become feminized.

The role of the public sector

Public employment is a form of service employment that is an important sector
of urban economies. At the federal, state and local levels, there has been steady
increase in the absolute and relative share of public employment. Since the public
sector tends to be more unionized than the private sector, public sector employ-
ment acts as a counterweight to the decline of union membership in the private
sector. Public sector employees in the US, for example, are four times more likely
to be in a union than private sector employees. The heavy unionization of the
public sector, along with relatively good working conditions and employment
security, reinforces the outsourcing of work as cash-strapped governments seek
cheaper, more pliable workers.

Public employment is a significant element in city finances and urban politics.
The increasing size of city payrolls is in part a function of rising demand for
municipal services. However, it is not a simple case of municipal employment
growing in line with rising needs. There is also pressure from public sector unions
to win jobs and better conditions, and mounting political claims from urban
constituencies eager to benefit from municipal largesse. Frances Fox Piven and
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Richard Cloward (1997) make a convincing claim that the urban fiscal crisis of
the 1970s and 1980s in the US was caused in part by cities being unable to raise
revenues yet equally unable to resist the claims that underlie rising expenditures.
The crisis in part was caused by the rising demands of public sector unions and
political constituencies wanting to gain access to secure public employment.
Municipal employment is part of the political compromise worked out by business
elites and community leaders to maintain political peace and lubricate the
workings of urban regimes. It is also a part of the conflict and compromise in the
urban political arena. We can identify a number of diverse interests, including
those of taxpayers, users of services and municipal workers. These groups are not
mutually exclusive: some people fit in all three. Parents of schoolchildren com-
plain of poor-quality education; but the same people, as taxpayers, baulk at rising
tax bills; and they also may be teachers who want to keep their jobs and see more
teachers employed to lighten their load. There are obvious sources of conflict
between the groups. Users of services want efficient, good-quality services.
Taxpayers want their taxes kept low. Municipal workers want protected, high-
paying jobs. In some cases all of these interests can be satisfied, but in many other
cases tensions bubble up into direct conflict. Municipal employment is not just
another job category; it is an important element in the ongoing struggle in the
urban political arena.

Global shift of services

From the early 1970s global shift mostly affected the manufacturing sectors. In
more recent years there has been a significant increase in the global shift in service
employment. A new round of economic globalization, made possible by changes
in technology, is sending a range of service employment overseas from the
developed world to the developing world. Back offices in Bangalore, India, now
process home loans for US mortgage companies while many insurance claims
made in the US are routinely processed in offices situated in New Delhi. The
economics are simple. Software designers in the US cost $7,000 a month while
experienced designers in India cost only $1,000 a month. US companies now
routinely outsource work previously done only at home. In the 1970s and 1980s
engineers would come to the US and Europe; now the jobs come to them.

Selected cities in developing countries are developing as centers of service
employment. In part they develop as hubs of corporate national headquartering,
which generate service employment. In China, for example, Beijing and Shanghai
are the favored sites for headquarters of foreign companies. Zhao’s analysis of
data from 2000 shows that 46 percent of foreign service companies in China
establish their base in Beijing and 27 percent in Shanghai. In the financial services
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sector the figures are 44 percent and 30 percent; while for advertising and business
consultancy they are 53 percent and 27 percent (Zhao, 2003). In China corporate
companies are attracted to Beijing because of the closer proximity to key decision-
makers, an important criterion to work effectively in a centrally planned economy.
However, even in the secondary city of Shanghai there has been a shift from
manufacturing to service employment. In 1995 there were almost 400,000 people
employed in manufacturing and 300,000 in service. By 2002 manufacturing
employment had shrunk to 288,000 while service had increased to 313,000. While
only one in four jobs in China is classified as service, almost one in two in
Shanghai is so classified. By 2003 the financial services sector alone accounted
for 10 percent of the city’s GDP.

We can summarize this chapter very simply. Cities can develop on the basis of
trade and, since the late-eighteenth century, on manufacturing. However, changes
in consumption, technological developments and the global shift in manufacturing
can all undermine urban economies based on these activities. Urban economic
history is studded with the rise and fall of merchant cities and industrial cities. In
order to have long-term and sustainable growth urban economies need a broad
and diverse economic base. Service employment provides a broader base with
advanced producer service, in particular, as the leading sector of rapid urban
growth. Over the past thirty years we have seen the decline of manufacturing
employment and a rise in service employment. This has been a pervasive trend
throughout the cities of the developed world and is now increasingly evident in
selected cities of the developing world, too. Around the world the more dynamic
urban economies are shifting from manufacturing to services.

Urban regimes

Urban economies and urban economic change are closely tied to local politics.
The relationship has been considered in four interrelated ways. First, Logan and
Molotch (1987) identify what they call the “urban growth machine” in US cities
consisting of realtors, local banks, influential politicians, corporate chairs and
chambers of commerce which constitute a lobby that persuades city politicians to
concentrate on stimulating investment and economic growth. The lobby therefore
promotes a pro-business agenda for their particular city. The increasing com-
petition between cities can strengthen this growth machine. Jonas and Wilson
(1999) provide a more recent assessment of the urban growth machine.

Second, Clarence Stone (1989: 3), drawing on his analysis of the governing of
Atlanta from 1946 to 1988, identifies “urban regimes” that he defines as the
“informal arrangements that surround and complement the formal workings of
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governmental authority.” Urban regimes consist of informal governing coalitions
that make decisions and get things done in a city. Where Logan and Molotch
concentrate on the economic agenda of the business elite, Stone highlights their
interactions with political power and the resultant compromises. Political questions
of maintaining and extending political support and leadership dominate City Hall,
while economic issues of profit and loss concern the business elites. The
combination of political and economic logic, with all the ensuing tensions, conflicts
and ambiguities, constitutes the local urban regime. Urban regime analysis has
stimulated a great deal of work (Mossberger and Stoker, 2001; Stone, 2005).

Urban regimes vary over time and space. Judd and Kantor (1992) identify four
cycles of regime politics in the US. In the entrepreneurial cities up to the 1870s
merchant elites controlled the city. Then, with industrialization and large-scale
immigration, business interests had to work with political representatives of the
newly organized immigrants. The result was the city of machine politics that saw
its high point from the 1870s to the 1930s. From the 1930s to the 1970s a New
Deal coalition prevailed in which federal policies stimulated urban economies
and maintained the Democratic power base. In the contemporary cycle the regime
promotes economic growth and a political inclusiveness.

Stoker and Mossberger (1994) identify three regime types: organic, instrumental
and symbolic. Organic regimes occur in small towns and suburban districts with
a homogeneous population and a strong sense of place; their chief aim is to
maintain the status quo. Instrumental regimes focus upon specific targets identi-
fied in the political partnership between urban governments and business interests.
Symbolic regimes occur in cities undergoing rapid changes, including large-scale
revitalization, major political change, and image campaigns that try to shift the
wider public perception of the city. These are ideal types, with any one city’s
regime capable of exhibiting characteristics of each type.

Central city regimes, such as in Atlanta, consist of alliances of business interests
and the power brokers of the formal political machines. Urban growth issues
merge with issues of social inclusiveness, and the need to maintain and extend
political support across a coalition of varied political interests tempers the pro-
growth lobby. In the suburban regimes a shared agenda of keeping taxes low and
protecting property values unites the population. Here the local regimes exist to
maintain the status quo and often to keep out lower-income and racially different
groups.

Third, emphasis has been placed on the reasons for and consequences of the regime
change from the Keynesian–New Deal city to the entrepreneurial city (Harvey,
1989a; Hall and Hubbard, 1998). The Keynesian city is named after the British
economist John Maynard Keynes (1883–1946), who argued that government had
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a major role to play in stimulating effective demand in the economy. The period
from 1933 through to the 1980s marks the high point of the Keynesian–New Deal
city in much of the developed world, when there was a consensus between capital
and labor on the role of government. Government spending stimulated demand so
that unemployment would be limited and controlled. Government-funded
programs ensured that the majority of the population had access to relatively
affordable health, housing, education and social welfare, which all softened the
social consequences of business downturns. In the US business interests held a
stronger hand in comparison to Northwest Europe, where organized labor was
more powerful and social welfare programs were not so curtailed by significant
resistance to taxes and to the role of government in general. From the 1980s the
Keynesian–New Deal city began to disappear because of: the persistence of
“stagflation” that seemed to disrupt the balancing act of government spending that
could minimize unemployment while avoiding inflation; growing resistance to
government taxation as programs were funded by deepening and widening the
income tax and local property tax base; increasing economic competition and the
declining power of organized labor. Beginning in the 1980s a new meta-narrative
took over, often referred to as the neo-liberal agenda, that limited government
spending, especially on welfare programs, reduced social subsidies, freed up
markets, globalized economies, imposed limits on tax increases, all resulting in a
massive redirection of government spending and a dramatic reorientation in the
nature of national and city politics.

The neo-liberal agenda creates the entrepreneurial city that seeks to “facilitate
privatization and the dismantling of collective services” in order to take advantage
of the opportunities of connecting with the global economy (Lauria, 1997: 7). In
the entrepreneurial city urban regimes are more concerned with direct income
generation and a variety of public–private partnerships. Cities have become more
concerned with the politics of maximizing growth and income than with their
redistribution (Hall and Hubbard, 1998).

Fourth, particular attention is being paid to how urban regimes are adapting and
responding to globalization and increased global competition. Short (2004a)
suggests that the focus should be shifted to the political agendas of globalizing
cities and points attention to the representation of industrial cities, the increased
use of global spectacles and signature architects and the creation of both a
cosmopolitan urban semiotics and an explicitly pro-business climate. The city is
now a place of global imaginings as cities compete for global recognition and
business, and existing global cities struggle to maintain their positions. A more
complex discernment of the role of urban regimes in the political creation of
global and globalizing cities will allow us to understand how local and global
economic forces interact.
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Further reading

Bell, Daniel, 1973, The Coming of Post-Industrial Society, New York: Basic
Books. A path-breaking work that first coined the term “post-industrial.” A
speculative form of social forecasting that accurately predicted economies more
based on the economics of information and the production of knowledge. Dated
but a classic work.

Daniels, Peter, Andrew Leyshon, Mike Bradshaw and Jonathan Beaverstock, eds,
2007, Geographies of the New Economy: Critical Reflections, London:
Routledge. A very good collection of papers that draw on the experience of cities
around the world to consider global shift, post-industrial growth, the development
of service economies and the role of advanced producer services.

Ehrenreich, Barbara, 2001, Nickel and Dimed: On (Not) Getting by in America,
New York: Metropolitan. This is a well-written, first-person, participant account
that tells the story of those at the wrong end of the service economy. The author
worked as a waitress, hotel maid, nursing-home aide and sales clerk. Whatever
the job, it was a depressingly similar story of little pay for many hours of hard
work, with few benefits and punishing schedules. An inside look at the lower
level of the US service economy.

Reich, Robert B., 1991, The Work of Nations, New York: Knopf. An engaging
and accessible argument that highlights the shift from high-volume to high-value
production, the footloose nature of corporations and the increasingly important
role of symbolic analysts. As much political tract as economic analysis and all the
better for that.
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Part Two
The global economy 
and world cities in 
developed countries

Urban economic change has been closely linked to a series of historical processes,
including the emergence of capitalism, industrialization, modernization and
deindustrialization. The process of globalization has recently joined the list. Part
Two examines the relationship between globalization and urban change in large
cities in the developed world.

The effects of globalization on people and on the world, in all forms and at all
levels, have been an underlying theme in globalization studies. However, some
urban scholars have successfully conceptualized recent economic, cultural,
political and spatial changes in large cities not just as outcomes but as enabling
factors of globalization (Sassen, 1991). This notion appears in numerous case
studies of leading world cities, such as London, New York and Tokyo, where the
so-called “movers and shapers” of the current world economy are clustered.
However, the impact of globalization in other, more ordinary cities, or non-world
cities, has received much less scholarly attention. We attempt to examine the
impact of globalization on both world cities and non-world cities in the three
chapters of Part Two.

One recurring debate about the urban economy concerns what city governments
can do to ensure long-term growth. This issue of development policy has come to
the fore again recently, particularly with regards to the devastating effects of
globalization in traditional industrial cities. Such effects include deindustrializa-
tion and full-blown urban decline. No one can say for sure which policies will
most effectively improve urban economic conditions, yet that has not stopped city
officials from claiming that “their” development strategies will deliver economic
success and even world-city status. In this part, we pay particular attention to the
political rhetoric of urban economic development, as well as to the reality.

In Chapter 5, we analyze the relationship between globalization and world cities,
which are at the apex of the global urban hierarchy. Chapter 6 examines the impact



of globalization on cities below the category of world city, with particular focus
on the politics of world-city status and urban competitiveness. In Chapter 7, we
look into new ideas and policies for urban economic development, including the
cultural economy and the creative, knowledge-based economy – both often
deemed critical to urban success in the era of globalization.
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5 Globalization 
and world cities

The interface between globalization and urbanization pervades contemporary
urban studies. External factors have long affected cities, yet the geographical scale
of causes, processes and outcomes of urban changes has grown increasingly
transnational, especially in recent decades. The fact that so many large cities,
despite their distinctive histories and socio-political systems, are experiencing
similar economic, cultural and spatial changes lies at the heart of so-called
“globalization–urbanization nexus” literature. In many of these studies, global-
ization is interpreted not only as a major source of urban change but as a process
that is itself facilitated by these changes.

The impact of globalization has been observed in various urban sites around the
world, yet the limited number of so-called world cities or global cities – namely
London, New York and Tokyo, and, to a lesser degree, Los Angeles and Paris –
have received the majority of academic scrutiny. World cities are those that
function as primary hubs for global networks of business firms, financial
institutions, (non-)governmental organizations and migrants – the “central places
where the work of globalization gets done,” according to Sassen (2002: 8). Some
argue that globalization simultaneously causes and reflects changes in the
economies, cultures, politics and geographies of world cities. This idea rein-
forces the role of world cities – not nation states – as basic units of analysis for

Learning objectives

● To think about the relationship between globalization and urbanization
● To inquire what constitutes a world city in the contemporary world
● To have a critical understanding of world-cities research



globalization. Taylor (2004) even promotes a shift from the state-centric to the
city-centric view of the world for a deeper understanding of globalization and the
unfolding world system.

In this chapter, we review the existing studies of world cities to assess what has
been, or has not been, agreed on the list of world cities and their particular role
in globalization. The first section reviews world-cities research in urban studies,
which dates back to the early twentieth century. In the second section, we look at
the leading world cities that seem to command the current world economy most
effectively. The third and final section critically examines the data sources and
analytic methods used to draw the global hierarchy of world cities.

World cities in urban studies

The term “world cities” was coined by Patrick Geddes in Cities in Evolution
(1915) to illustrate urban growth and conurbations in city-regions outside of Great
Britain. In this book, Paris, Berlin and New York were noted for their growing
suburbs, while other fast-growing cities, such as Düsseldorf and Pittsburgh, also
drew Geddes’s interest.

The term was reintroduced and given a new meaning in Peter Hall’s The World
Cities (1966). Hall identified seven world cities – London, Paris, Randstad (The
Netherlands), Rhine–Ruhr, Moscow, New York and Tokyo – which owned and
conducted disproportionate shares of the world’s most important businesses. He
pointed to political power and trade, including transportation, banking and finance
as factors distinguishing the world cities from other great centers of population
and wealth. In the 1960s, as the formation and evolution of national urban systems
dominated urban researches (see Berry, 1964; Borchert, 1967; Pred, 1966), Hall’s
work initially helped to identify the most politically and economically powerful
cities on an international scale. However, he focused more on their individual
growth and problems than on the connections or competition among them.

Discussion of world cities exploded with John Friedmann’s now-classic essay
“The world city hypothesis” (1986). Friedmann’s argument built upon ideas
formulated by Cohen (1981) and Friedmann and Wolff (1982) that situated major
cities within the international division of labor. (Barlow and Slack (1985)’s work
on “international cities” was not cited in Friedmann’s works, although they pointed
out a neglect of the international context in urban studies and argued for more
researches on the role of “international urban activities” in economic changes in
major cities.) Friedmann called for a new research framework in which urbaniza-
tion processes are linked to global economic forces. Within that framework, he
defined world cities as: basing points for global capital in the spatial organization
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and articulation of production and markets; sites with expanding sectors attached
to corporate headquarters, international finance, global transport and communi-
cations and high-level business services; major sites for the concentration and
accumulation of international capital; and points of destination for large numbers
of domestic and/or international migrants. Based on these criteria, he identified
thirty world cities and put them in four hierarchical categories (Table 5.1). His
original list of first-tier world cities includes London and Paris in Western Europe;
New York, Chicago and Los Angeles in North America; and Tokyo in Asia.

In a subsequent article, “Where we stand: a decade of world city research” (1995),
Friedmann proposed a slightly changed global urban hierarchy, with only London,
New York and Tokyo at the top. Below these top global financial articulations, he
identified multinational articulations (Miami, Los Angeles, Frankfurt, Amsterdam
and Singapore), important national articulations (Paris, Zurich, Madrid, Mexico
City, São Paulo, Seoul and Sydney) and subnational or regional articulations
(Osaka–Kobe, San Francisco, Seattle, Houston, Chicago, Boston, Vancouver,
Toronto, Montreal, Hong Kong, Milan, Lyon, Barcelona, Munich and Rhine–
Ruhr) (Plate 5.1). Although some have suggested modifications to his list of world
cities (for example, Lo and Yeung, 1996; Short et al., 1996; Taylor, 2000),
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Table 5.1  Friedmann’s world city hierarchy

Europe Americas Asia Rest of the world

Core:
primary city London New York Tokyo

Paris Chicago
Rotterdam Los Angeles
Frankfurt
Zurich

secondary city Brussels Toronto Sydney
Milan Miami
Vienna Houston
Madrid San Francisco

Semi-periphery:
primary city São Paulo Singapore
secondary city Buenos Aires Hong Kong Johannesburg

Rio de Janeiro Taipei
Caracas Manila
Mexico City Bangkok

Seoul

Source: Fridemann (1986)



Friedmann’s world-city hypothesis has held up over the past two decades as a
leading point of reference for both empirical and theoretical studies of cities in a
globalizing economy (Figure 5.1).

Friedmann’s insistence that worldwide processes affect urban change inspired
many scholars of urban studies to take a global perspective (Brenner and Keil,
2006). Even though third world urbanization was repeatedly contextualized in
international political and economic processes in the 1970s and 1980s, prior to
Friedmann’s work the global framework was rarely used to investigate the form
and function of major cities in the developed world, particularly North America
(Davis, 2005). Most earlier studies on intercity relations, such as analyses of
central place, urban systems, spatial diffusion and transportation network, set
urban centers on the national or even sub-national scale.

Friedmann’s notion of a world-city system has contributed immensely to a better
understanding of large metropolises and their interconnections by setting its object
of analysis at a global scale. Ever more cities today are tightly embedded within
various global networks, such as multinational firms’ production and marketing
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networks, international labor migration flows, and the worldwide web of infor-
mation resources. Accordingly, the geographical scale of the causes, processes
and outcomes of urban changes is now much more transnational than ever before.
Certain cities, such as Dubai and Miami, stand out for their role in facilitating
transnational flows of people, capital and cultures, rather than for their domestic
presence. 

While the notion of world cities as a research framework has been well accepted
among urban scholars, the research methods that Friedmann and his followers
(collectively called the “World City School”) used to rank cities have been
questioned extensively. We examine three of the major criticisms below.

First, while the interplay of globalization and urban change affects many aspects
of urban society, most studies of world cities focus narrowly on economic change.
Many have argued that, along with a cluster of leading multinational corporations,
financial firms and business services, cosmopolitan cultures and immigrant
communities represent a key feature of world cities (Abrahamson, 2004; Benton-
Short et al., 2005; Hannerz, 1996).
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Case study 5.1
American cities, cosmopolitan cities
Immigrant communities, along with ethnic neighborhoods, have long been a familiar
scene in many large American cities. According to the US Census Bureau’s 2005
American Community Survey, the foreign-born population accounts for 35.7 million
people, or 12.5 percent of the total US population. Among the foreign born, 53.3
percent were born in Latin America (30.7 percent in Mexico alone), 26.7 percent in
Asia, 13.6 percent in Europe, and the remaining 6.4 percent in other regions of the
world. A disproportionate share of these new immigrants live in metropolitan areas,
44.4 percent in central cities and another 50.3 percent outside central cities but still
within a metropolitan area. Compared to the native-born, immigrants demonstrate a
clear urban orientation, often preferring certain cities.

Table 5.2  American cities with highest percentages of foreign-born
residents

Rank City Percentage of foreign-born, 2004

1 Miami, FL 58.7
2 Santa Ana, CA 55.4
3 Los Angeles, CA 40.4
4 San Jose, CA 37.9
5 San Francisco, CA 37.3
6 New York, NY 35.9
7 Anaheim, CA 35.4
8 Long Beach, CA 31.2
9 Stockton, CA 29.9

10 Oakland, CA 27.2
11 San Diego, CA 27.1
12 Houston, TX 27.0
13 Boston, MA 26.8
14 El Paso, TX 26.7
15 Dallas, TX 26.6
16 Honolulu CDP, HI 26.4
17 Riverside, CA 24.0
18 Newark, NJ 23.8
19 Sacramento, CA 23.6
20 Phoenix, AZ 22.8
21 Chicago, IL 21.3
22 Las Vegas, NV 20.8
23 Seattle, WA 20.8

Source: US Census Bureau (2006)
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Table 5.2 lists twenty-three American cities in which at least one in five residents was
not a US citizen at birth. In Miami, foreign-born residents account for almost 60 percent
of its population, with many of the new arrivals from Cuba. Cities in California, such
as Los Angeles, receive a large number of Mexican immigrants, while New York has
been known for its diverse population, including migrants from the Dominican Republic,
China, Jamaica and Guyana.

The recent surge in Latino migration has targeted cities in the Southwestern states, such
as Long Beach in California. This reflects a very new trend in the relationship between
immigration and urban growth in the US. Table 5.3 illustrates the dynamics of US urban
immigrant history. New York and Los Angeles have received a steady stream of foreign-
born migrants over the years, though a series of Immigration Acts have varied its intensity
over time. Industrial cities in the Northeast, like the two Ohio cities Cincinnati and
Cleveland, once recruited large numbers of foreign-born workers, but as their industrial
bases declined, immigrant arrivals decreased as well. It is not clear whether economic
decline caused immigration decline or vice versa. Cincinnati was once a major
destination of German and, in the nineteenth century, Jewish immigrants. Now its
foreign-born population accounts for less than 5 percent of the total. Cleveland still

Table 5.3  Changes in the percentage of foreign-born residents in
selected US cities

New York Los Angeles Long Beach Cleveland Cincinnati

1850 45.7 NA NA NA 47.2
1860 47.2 NA NA NA 45.7
1870 44.5 35.0 NA 41.8 36.8
1880 39.7 28.7 NA 37.1 28.1
1890 42.2 25.3 NA 37.2 24.1
1900 37.0 19.5 NA 32.6 17.8
1910 40.8 20.7 NA 35.0 15.6
1920 36.1 21.2 12.8 30.1 10.7
1930 34.0 20.0 10.1 25.6 7.8
1940 28.7 15.1 7.7 20.5 5.7
1950 23.6 13.4 6.5 14.6 4.1
1960 20.0 12.6 6.2 11.0 3.3
1970 18.2 14.6 6.8 7.5 2.7
1980 23.6 27.1 14.2 5.8 2.8
1990 28.4 38.4 24.3 4.1 2.8
2004 35.9 40.4 31.2 4.1 4.3

Source: US Census Bureau (1999 and 2006)



Second, some worry that world-cities research perpetuates a geographic bias
toward exceptionally large metropolises in the Western world, leading to a lack of
understanding of other cities (McCann, 2004; Robinson, 2002; Gugler, 2004).
Indeed, both smaller cities in developed countries and almost all cities in
developing countries have been overlooked, even as many of these cities integrate
increasingly into a global economy.

Finally, others sharply criticize world-cities research’s methodological bias toward
the hierarchical categorization of cities. While many scholars identify attributes
separating the leading world cities from the second- or lower-tier cities, few
address the nature of linkages among world cities (Smith and Timberlake, 1995;
Taylor, 2004). 

We will evaluate these criticisms throughout the remaining chapters of the book
while examining the connection of globalization to such issues as immigrant
communities, world-city projects and non-Western world cities.

Command and control centers of the global economy

In the past decade or so, world-cities research has gained near hegemonic status
in urban studies. Not all scholars agree on the narrow focus and categorization of
world-cities research, but few dispute the importance of a global perspective in
understanding urban economic change in the contemporary world. This section
investigates those features of leading world cities that enable them to command
the world economy – the characteristics of world cities that fascinate many urban
scholars.

The conceptualization of global cities as the command and control centers of a
globalizing economy draws greatly on Sassen’s works (1991, 1994 and 2002). In
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boasts distinctive Eastern European ethnic neighborhoods, but its immigrant population
has shrunk dramatically in the past few decades as well.

In recent years, the high number of illegal immigrants, estimated at over 10 million, has
created a heated political and public debate regarding their legal status and contri-
bution to the American economy. Largely absent from the debate has been analysis of
their contribution to cosmopolitanism and multiculturalism in large American cities. Along
with world-class corporate executives, bankers, stock dealers, lawyers, consultants and
artists, the large immigrant population and the cultural diversity it offers have made New
York an outright world city.



her explanation of the emergence of global cities, Sassen points to the opposing
geographical trends of dispersal and centralization that accompany globalization.
The global dispersal of economic activities, helped by both space-shrinking
technologies and deregulation measures, creates a huge demand for expanded
central management functions. These functions include corporate headquarters
and advanced business services, such as accounting, advertising, consulting, and
financial and legal services (Table 5.4). These services, according to Sassen, tend
to concentrate disproportionately in large global cities, such as London, New York
and Tokyo, where their operation can benefit from “territorialized business
networks” – in other terms, institutional thickness (Thrift, 1994) and territorial
embeddedness (Budd, 1999).

It may still be arguable whether global cities are truly “a new type of city” in the
age of globalization (Sassen, 1991: 4) and whether their emergence marks “a
qualitatively new phase in urban development” (Taylor, 2004: 27). Regardless,
the general consensus is that global cities are the key locations of most aspects of
globalization. The majority also agrees that the continuing globalization of
finance, and its demand for centralized management and services, serves as a
major cause of economic, cultural and spatial restructuring in global cities. An
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Table 5.4  Top ten cities in Global 500

Rank City Number of Global Global 500 revenues 
500 companies ($ millions)

1 Tokyo 52 1,662,496
2 Paris 27 1,188,819
3 New York 24 1,040,959
4 London 23 1,054,734
5 Beijing 15 520,490
6 Seoul 9 344,894
7 Toronto 8 154,836
8 Madrid 7 232,714
8 Zurich 7 308,466
9 Houston 6 326,700
9 Osaka 6 180,588
9 Munich 6 375,860
9 Atlanta 6 202,706

10 Rome 5 210,303
10 Düsseldorf 5 225,803

Sources: CNNMoney.com (2006)



understanding among urban scholars that globalization and urban change in
global cities are mutually constitutive, instead of the one being a mere outcome
of the other, has spurred the rise of globalization–urbanization nexus literature in
urban studies in the past decade.

Large numbers of corporate headquarters (Short and Kim, 1999), business service
firms (Martin, 1999; Taylor et al., 2002) and high-paid professional jobs (Florida,
2005a; Hartley, 2005) affirm the command and control functions of emergent
global cities. To explain the spatial clustering of business services, many also
point to the place-specific social and cultural determinants of global cities, such
as the personal and professional networks of leading financial experts (Budd,
1999; Thrift, 1994). Furthermore, along with managing and servicing the global
economy, global cities foster cosmopolitan cultures, which represent a significant
social aspect of globalization (Abrahamson, 2004; Hannerz, 1996; Yeoh and
Chang, 2001). According to Hannerz (1996), global cities (such as New York,
London, Paris, Los Angeles and Miami) have built the status of the global cultural
market place based on the presence – transitory and permanent – of transnational
business elites, immigrants from developing countries, creative specialists and
international tourists.

Some identifiable commonalities of global cities range from clustered financial
firms through high rents in central business districts to growing social polarization
among urban residents. Yet these cities also exhibit pronounced differences. For
example, Tokyo’s world-city status is often attributed to economic prowess,
backed by the worldwide success of Japanese multinational corporations. Mean-
while, both London and New York have been able to complement their economic
power with a long history of cosmopolitanism. New York is situated in a relatively
decentralized national urban hierarchy, whereas London and Tokyo each exist in
highly centralized ones. London, owing much to a dynamic process of regional
integration in Europe, tends to rank higher than the other two in terms of
international connectivity (Table 5.5). More comparative studies could look into
issues of ethnic communities and politics of globalization in these cities.

The global urban hierarchy

The three leading world cities, London, New York, and Tokyo, stand in a league
of their own. World-cities researchers often base the world-city status of other
cities on how well, or how poorly, they measure up against these top three. 
In contrast to identifying common attributes of the three leading world cities,
another major trend in world-cities research focuses on interconnections and
hierarchical relations among major cities around the world. Heralded by
Friedmann (1986), many have attempted to draw a global hierarchy of cities that
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indicates the respective influence of individual cities on the current world
economy (Alderson and Beckfield, 2004; Beaverstock et al., 1999; Keeling, 1995;
Knox and Taylor, 1995; Short et al., 1996; Taylor, 2004). The hierarchical
arrangement of world cities, “in accord with the economic power they command”
(Friedmann, 1995: 25), naturally begs the question of indicators and data.
However, the lack of data hampers efforts in measuring and comparing the
economic command of individual cities across the globe. Along with the lack of
comparable data at the city level, Taylor (2004: 31–42) notes that the absence of
academic efforts to provide further specifications and evidences for the global
urban hierarchy in question has caused the crisis of “theoretical sophistication and
empirical poverty” in world-city literature.

In recent years, a great deal of scholarship has looked to data sources that could
ensure a more empirically grounded, if not sound, hierarchy of world cities. Some

Globalization and world cities • 75

Table 5.5  International passenger traffic, April 2005–March 2006*

Rank City (airport code) Total international passengers**

1 London Heathrow (LHR) 61,020,878
2 Paris (CDG) 49,054,367
3 Frankfurt (FRA) 44,827,705
4 Amsterdam (AMS) 44,072,756
5 Hong Kong (HKG) 40,283,000
6 Singapore (SIN) 31,019,193
7 London Gatwick (LGW) 28,783,016
8 Bangkok (BKK) 27,301,098
9 Tokyo (NRT) 27,104,631

10 Seoul (ICN) 25,691,061
11 Dubai (DXB) 24,265,207
12 Madrid (MAD) 22,365,635
13 Munich (MUC) 19,661,594
14 London Stansted (STN) 19,431,361
15 Taipei (TPE) 19,419,425
16 Manchester (MAN) 18,678,463
17 New York (JFK) 18,518,876
18 Copenhagen (CPH) 18,250,947
19 Dublin (DUB) 17,841,216
20 Los Angeles (LAX) 17,481,706

Notes: * Airports participating in ACI’s Monthly Traffic Statistics Collection
** International passengers: traffic performed between the designated airport and an airport in another
country/territory
Source: Airports Council International (2006)



have applied highly sophisticated statistical measures, such as network analytic
techniques and blockmodeling techniques, to previously known data sources,
including the Fortune Global 500 (Table 5.6). Many have focused on comparing
one or two indicators, such as business services, multinational firms and/or
international airline networks, to complete their hierarchy, instead of comparing
exhaustive aspects of urban economic power. Some explore new indicators that
could reveal the global influence of individual cities. These indicators include the
hosting of international sports competitions (Short et al., 1996), the concentration
of global entertainment industries (Abrahamson, 2004), and the ratio of foreign-
born residents to the total population (Benton-Short et al., 2005) (Table 5.7).
Some have attempted to devise a composite index that quantifies various world-
city indicators (for example, Cai and Sit, 2003), yet without convincing results.

An investigation of “empirical poverty” has been led by the Globalization and
World Cities (GaWC) Study Group and Network, created in 1998 by Peter Taylor
and Jon Beaverstock at Loughborough University. GaWC has carried out
extensive data collection and quantitative network analysis to establish intercity
relations at the global scale (Taylor, 2004). In addition to creating a large data
matrix, GaWC has gained a strong reputation for its core members’ productivity
and scholarship. Indeed, its website has emerged as the essential site for global-
cities research, listing latest research outcomes and, consequently, controlling
major issues and topics related to global cities in the past few years.
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Table 5.6  The world’s ten most “powerful and prestigious” cities*

Rank Power Prestige

Outdegree Closeness Betweenness Indegree 
centrality centrality centrality centrality

1 Tokyo Paris Paris New York
2 New York Tokyo Tokyo London
3 Paris London Düsseldorf Paris
4 London New York London Tokyo
5 Düsseldorf San Francisco New York Los Angeles
6 Amsterdam Düsseldorf San Francisco Chicago
7 Zurich Amsterdam Munich Brussels
8 Munich Munich Oslo Amsterdam
9 Osaka Chicago Vevey Singapore

10 San Francisco Stockholm Zurich Hong Kong

Note: * Calculated from the data on the headquarters and subsidiary locations of the Global 500 in
2000
Source: Alderson and Beckfield (2004: 830)



Although GaWC’s website covers almost all aspects of global cities and their
network, its core members pay particular attention to the role of advanced busi-
ness services both in globalizing the current world economy and in connecting
major cities around the world. One emerging database, named the GaWC 100, is
based on headquarters and subsidiary locations of 100 leading global service
firms, including accountancy, advertising, banking and finance, insurance, and
law and management consulting firms. The raw data are used to calculate total
service value and global network connectivity for 315 cities (Figure 5.2). Based
on this data matrix, Taylor (2004) establishes a “world-city network”, in which
global cities function as nodes in transnational economic flows.

It is still too early thoroughly and fairly to evaluate GaWC’s contribution to our
understanding of global cities and, in broader terms, the globalization and
urbanization nexus, since a large number of its projects are still ongoing. While
his data collection and network analysis are innovative, Taylor’s (2004) maps and
configurations demonstrating urban global network connections do not match the
sophistication of his theoretical argument for intercity relations at the global level.
Some also claim that GaWC pays little attention to numerous large cities that do
not represent a market for leading service firms – Short (2004a: 50) calls them
“black holes” of advanced global capitalism. Hall and Pain (2006) urge GaWC to
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Table 5.7  World cities in a culturally globalizing world

Global cultural industries hierarchy (recorded music, movies and television)*

1st tier New York
2nd tier London, Los Angeles, Paris, Sydney, Tokyo
3rd tier Toronto
4th tier Cairo, Hong Kong, Luxembourg, Manila, Mexico City, Mumbai, Nashville,

Rio de Janeiro
5th tier Brussels, Miami, Montreal, Washington, DC

Urban immigration index cities**

1st tier New York, Toronto, Dubai, Los Angeles, London, Sydney, Miami, Melbourne,
Amsterdam, Vancouver

2nd tier Riyadh, Geneva, Paris, Tel Aviv, Montreal, Washington, DC, The Hague, Kiev,
San Francisco, Perth

3rd tier Munich, Calgary, Jerusalem, Boston, Chicago, Ottawa, Edmonton, Frankfurt,
Winnipeg, Brussels, Düsseldorf, Seattle, Rotterdam, Houston, Brisbane, San
Diego, Copenhagen, Bonn, Detroit, Milan, Cologne, Zurich, Rome, Berlin,
Vienna, Portland, Hamburg, Minneapolis–St. Paul, Singapore, Stockholm,
Dallas–Fort Worth, Tbilisi, Quebec City, Buenos Aires, Oslo

Sources: *Abrahamson (2004: 159); ** Benton-Short et al. (2005: 955) 



compare “global urban regions,” not global cities, since a long-continued process
of decentralization has produced many mega-city regions (e.g., Southeast England
and the Paris region) that now function as nodes in the global urban network.
Regardless of its shortcomings, GaWC has heightened the importance of estab-
lishing empirical, quantitative bases for the discussion of global urban hierarchy,
in which lists of global cities were often presented without minimum specifi-
cations.

Further reading

Friedmann, John, 1986, “The world city hypothesis,” Development and Change,
17, pp. 69–83. This is a seminal article on world cities and their vital role in the
globalizing world economy. It should be a starting point for anybody who
attempts to understand world cities as both a concept and a phenomenon in the
era of globalization.

Knox, Paul L. and Peter J. Taylor, eds, 1995, World Cities in a World System,
Cambridge: Cambridge University Press. An important collection of essays by
leading scholars who explore theoretical and empirical links between world-cities
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research and world-system analysis. Part I of the book provides an excellent
overview of conceptual and theoretical frameworks that are used in world-cities
research.

Sassen, Saskia, 1991, The Global City: New York, London, Tokyo, Princeton:
Princeton University Press. In this classic book on the three power centers of the
world economy, Sassen conceptualizes global cities as the command and control
centers of the global economy.

Taylor, Peter J., 2004, World City Network: A Global Urban Analysis, London:
Routledge. Criticizing the existing studies on world cities for their lack of both
theoretical interrogation and empirical evidence, Taylor illustrates in detail the
specification of a world-city network and data collection and creation to 
measure it.
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6 Globalization 
and globalizing 
cities

The urban impact of globalization is not limited to leading world cities. Other
cities, though not as economically powerful as the top-tier world cities, also
undergo various forms of economic restructuring in relation to the forces of
globalization. The nature and extent of urban changes in these non-world cities
warrants attention, yet many world-cities researchers have assumed, consciously
or unconsciously, that smaller, more ordinary cities experience a lesser version of
the same kind of urban restructuring observed in world cities. This assumption
overlooks vast differences in the urban experience worldwide. The diversity of
urban dynamics prompts the need for case studies representing a range of popu-
lation sizes, national economies, cultures and political systems.

World-cities researchers more or less agree on the economic characteristics that
distinguish leading world cities from non-world cities. Yet, the shared char-
acteristics of London, New York and Tokyo do not necessarily translate into what
it takes to be a world city. Few cities around the world can even dream of housing
the globally commanding stock markets, corporate headquarters, bankers, lawyers
and real estate developers that have made the top three so special. Benefiting

Learning objectives

● To think about what makes a city competitive in a globalizing world economy
● To gain insight into the politics of world-city status
● To understand the interplay between globalizing and localizing forces in urban

change
● To explore and compare different world-class city claims made by second-tier

cities



naturally from reputation, governments of the leading world cities see little need
to advertise their assets to potential businesses, residents and tourists. However,
that is not the case for the second-, third- or lower-tier world cities. Even those
well positioned in their domestic setting might find themselves fairly anonymous
among international audiences. Promoting cities in international markets presents
a challenge to urban governments and, in some cases, to national governments.
Still, some promotional strategies have proved effective to varying degrees. This
chapter reviews such efforts and challenges faced by cities striving for a more
global status.

To understand better the globalizing processes of non-world cities, certain
questions must be asked, including:

● What makes a city competitive in an increasingly globalizing economy?
● How do urban economic development strategies rework the forces of

globalization?
● What policy initiatives promote world-city status or urban success?

Before we attempt to answer these questions, let us think about how much policy
decisions account for change in urban fortune over time. While urban politicians
generally take credit for any positive economic change in their cities, they are
quick to blame negative change on structural constraints. Either way, they contend
that government policies for urban development are more relevant than ever for
city competitors in the uncertain game of globalization. Ever more politicians use
terms like “urban success,” “urban competitiveness” and “world-class city” in
their vision statements, though often without much justification. In the recent rise
of urban entrepreneurialism, such scripted messages of global competitiveness
have replaced many traditional agendas, such as public services and housing
projects. Some well-designed, well-executed urban policies may indeed improve
the international status of a city, although most policies fall short of this goal. City
governments, regardless of a repeating failure pattern of policy outcomes to match
policy expectations, continue to take on new initiatives for urban competitiveness.
We are very interested in the politics behind such economic policies, because
urban changes are often caused not so much by globalization as by globalization-
related policies.

This chapter begins with a section on urban competitiveness, a concept that
highlights the role of urban governments in promoting economic development
within a globalizing world. The second section critically examines the policy
initiatives that many large cities in the developed world have employed in pursuit
of world-city status. The third and final section reviews the homogenized image
of globalized urbanism and the academic endeavor to recognize the diversity of
urban experiences in a global capitalist system.
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Urban competitiveness

Economists, for all their expertise, offer no guaranteed strategies for urban
economic development (O’Flaherty, 2005). Nor can other people, they insist. Yet,
most city officials throughout the developed world, particularly American city
mayors, seem sure that they know what it takes to achieve economic development
(Box 6.1). Often such leaders project an image of impending, unprecedented
economic success and world-class city status. There is, however, a marked gap
between the rhetoric and the reality of urban economic development. This section
examines the nature of urban economic development and the policies and pro-
grams proposed to achieve it, while the next section examines the policy initiatives
specifically related to world-city status.

In today’s globalizing world, ever more cities are developing close economic
relations with cities beyond their national boundaries. In operating their global
production and marketing networks, multinational firms connect various inter-
national cities that otherwise would rarely interact. New direct international flights
generate an array of new transactions among the cities involved. In this sense, it
seems more accurate to define globalization as the rise of intercity activities, rather
than international activities.

Urban policies on economic development are increasingly framed in the context
of urban competitiveness in international markets (Kresl and Fry, 2005; Savitch
and Kantor, 2002). Many traditional industrial cities in North America and
Western Europe, which have suffered deindustrialization and decentralization for
decades, aggressively seek to reverse their urban fortunes by promoting their
competitive advantage in international service industries. Meanwhile, newly
industrializing cities seek investments beyond their national borders, capitalizing
on a greater locational flexibility of manufacturing and service industries in the
contemporary world.

How can cities, and especially their governments, compete in this market situa-
tion? Ardent proponents of the free market claim that city governments can do
little for economic development, since the market tends to achieve higher produc-
tivity and efficiency when left alone. However, political action, along with geo-
graphy, history and other local factors, represents an essential element in urban
economic change within today’s global capitalism. Here we identify two opposing
arguments for how individual city governments should respond to the forces of
globalization.

One could argue that, since economic development yields huge net external
benefits for urban residents and businesses, governments have a responsibility to
facilitate such development. Accordingly, business incentives and other policies
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Box 6.1 American city mayors’ commitment to
economic development

Akron, Ohio

The Mayor’s Office of Economic Development serves as the direct liaison
for the City of Akron to the business community. Our goal is to create
attractive opportunities for existing Akron companies to successfully grow
their businesses and to assist companies and entrepreneurs looking to start-
up or relocate new business operations in the Akron area. To meet this goal,
our staff philosophy is to think outside the box and provide businesses with
creative economic development opportunities, alternatives, solutions, and
assistance to meet their specific needs and goals.

Atlanta, Georgia

Cooperation between business and government is an integral component of
a world class city. Accordingly, Atlanta’s administration is dedicated to
cultivating that relationship to the benefit of all its citizens. The Mayor has
taken several steps to prioritize economic development and help the city
grow. She has introduced a coordinated multi-pronged effort to increase
Atlanta’s ability to attract, retain, and grow businesses and civic organiza-
tions while providing related infrastructure services. The administration is
also working to increase the city tax base for the funding of necessary city
operations and infrastructure.

Buffalo, New York

From the birth of our city in the early 19th Century through the remarkable
growth period of the 20th Century and now in an era of change and rebirth
during the 21st Century, Buffalo is prepared to build upon the many assets
that makes us unique and attractive for investment, economic development
and growth. Like many of our peer cities in the Northeast, our city has
weathered challenging economic times, yet we have remained steadfast in
our determination to move progressively and positively toward a better
future. As Mayor, I am committed to harnessing the physical, cultural and
intellectual strengths of our city and transforming those matchless qualities
into sustainable and unrivaled developments that will benefit our citizens
and visitors alike.

Sources: Official city websites
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Case study 6.1

Urban decline in Ohio

“Urban decline” is a familiar term in the Western world, particularly within the Anglo-
American urban experience. Viewed from a historical perspective on urban
development, the decline of industrial cities might be an inevitable outcome of economic
transformation, namely deindustrialization and a global shift in manufacturing. Yet, that
is only half of the story. Urban decline in the Northeast of the US has been accelerated
and magnified by social and political processes, including the suburbanization of white
middle-class households (popularly termed “white flight”), political fragmentation and
localism within a metropolitan area, and immigration, as well as community failure in
inner-city neighborhoods.

Urban decline has been analyzed and portrayed in various ways. Population change
provides a simple but effective method to examine the extent of urban decline. Table 6.1
shows population trends in seven Ohio cities during the twentieth century. All of them,
except Columbus, experienced severe population losses in the second half of the century.
They have continued to decline in population since the turn of the new century. Indeed,
Cincinnati has been named, by the US Census Bureau, the number-one city in terms of
population loss: its population dropped 6.8 percent in five years (from 331,285 in 2000
to 308,728 in 2005). Its in-state rival Cleveland hardly fares better. The city’s current
population amounts to less than half of its all-time high in 1950. Cleveland’s economic
crisis appeared on national media in 2000 when the city ranked first for highest
percentage of people below the poverty level: 31.3 percent. It is therefore ironic that
Cleveland was selected as one of the eight most successful US cities in a survey of urban
experts on the cities “that are perceived to have experienced the greatest economic
turnaround or revitalization” between 1990 and 2000 (Wolman et al., 2004).

Table 6.1 shows how the rankings of seven Ohio cities have fluctuated in the list of
America’s 100 largest cities in the past two centuries. Cincinnati was one of the top ten
largest cities in the nation for most of the nineteenth century. Cleveland made the top
ten later, and maintained that status until the 1970s. Since then, both cities have slipped
significantly in the rankings. The national rankings for the four medium-sized industrial
cities in the state – Akron, Dayton, Toledo and Youngstown – peaked in the first half of
the twentieth century, during which time Ohio boasted seven cities ranked within the
top fifty. However, times have changed. Today, few residents in those four cities would
guess that their respective cities once ranked among the nation’s largest.

Population losses in the central cities have swept across the Northeast and Midwest, but
Columbus has managed to avoid this regional trend. The city gained population



Ta
b
le

6
.1

Po
p
ul

a
tio

n
d
ec

lin
e

in
la

rg
e

in
d
us

tr
ia

lc
iti

es
in

O
hi

o,
1

9
0

0
–2

0
0

0

A
kr

on
C

in
ci

nn
at

i
C

le
ve

la
nd

C
ol

um
bu

s
D

ay
to

n
To

le
do

Yo
un

gs
to

w
n

19
00

42
,7

28
32

5,
90

2
38

1,
76

8
12

5,
56

0
85

,3
33

13
1,

82
2

44
,8

85

19
10

69
,0

67
36

3,
59

1
56

0,
66

3
18

1,
51

1
11

6,
57

7
16

8,
49

7
79

,0
66

19
20

20
8,

43
5

40
1,

24
7

79
6,

84
1

23
7,

03
1

15
2,

55
9

24
3,

16
4

13
2,

35
8

19
30

25
5,

04
0

45
1,

16
0

90
0,

42
9

29
0,

56
4

20
0,

98
2

29
0,

71
8

17
0,

00
2

19
40

24
4,

79
1

45
5,

61
0

87
8,

33
6

30
6,

08
7

21
0,

71
8

28
2,

34
9

16
7,

72
0

19
50

27
4,

60
5

50
3,

99
8

91
4,

80
8

37
5,

90
1

24
3,

87
2

30
3,

61
6

16
8,

33
0

19
60

29
0,

35
1

50
2,

55
0

87
6,

05
0

47
1,

31
6

26
2,

33
2

31
8,

00
3

16
6,

68
9

19
70

27
5,

42
5

45
2,

52
4

75
0,

90
3

53
9,

67
7

24
3,

60
1

38
3,

81
8

13
9,

78
8

19
80

23
7,

17
7

38
5,

45
7

57
3,

82
2

56
4,

87
1

20
3,

37
1

35
4,

63
5

11
5,

43
6

19
90

22
3,

01
9

36
4,

04
0

50
5,

61
6

63
2,

91
0

18
2,

04
4

33
2,

94
3

95
,7

32

20
00

21
7,

07
4

33
1,

28
5

47
8,

40
3

71
1,

47
0

16
6,

17
9

31
3,

61
9

82
,0

26

So
ur

ce
:U

S
C

en
su

s
Bu

re
au

(v
ar

io
us

ye
ar

s)



Ta
b
le

6
.2

R
a
nk

s
of

in
d
us

tr
ia

lc
iti

es
in

O
hi

o
b
y

p
op

ul
a
tio

n
of

th
e

1
0

0
la

rg
es

t
U

S
ur

b
a
n

p
la

ce
s,

1
8

1
0

–2
0

0
0

Ye
ar

A
kr

on
C

in
ci

nn
at

i
C

le
ve

la
nd

C
ol

um
bu

s
D

ay
to

n
To

le
do

Yo
un

gs
to

w
n

18
10

–
46

–
–

–
–

–
18

20
–

14
–

–
–

–
–

18
30

–
8

–
–

–
–

–
18

40
–

6
–

–
–

–
–

18
50

–
6

41
37

61
–

–
18

60
–

7
21

49
45

68
–

18
70

–
8

15
42

44
40

–
18

80
–

8
11

33
47

35
–

18
90

–
9

10
30

45
34

91
19

00
87

10
7

28
45

26
84

19
10

81
13

6
29

43
30

67
19

20
32

16
5

28
43

26
50

19
30

35
17

6
28

41
27

45
19

40
38

17
6

26
40

34
49

19
50

39
18

7
28

44
36

57
19

60
45

21
8

28
49

39
75

19
70

52
29

10
21

59
34

98
19

80
59

32
18

19
70

40
–

19
90

71
45

23
16

89
49

–
20

00
86

56
35

15
–

58
–

So
ur

ce
:U

S
C

en
su

s
Bu

re
au

(1
99

8
an

d
20

06
)



to encourage private investment should deserve high-priority status in city
government. According to economic development advocates, advancing urban
competitiveness is one of the most important – if not the only – criteria for good
governance in the era of globalization. As such, city mayors should have a
strategic plan for global competitive development (Kresl and Fry, 2005).

Others argue that good governance should be measured instead by the provision
of collective goods and public amenities, since no evidence indicates clearly that
the benefits of economic development will necessarily reach the majority of city
residents. Through this social development perspective, the notion of intercity
competition appears as an exaggeration created by assorted political and busi-
ness interests – groups that would reap the majority of development benefits.
Furthermore, supporters of this view believe that, in the era of globalization, city
governments should focus less on tax breaks and other business-friendly policies,
and more on long-term public service provisions that mitigate the harmful effects
of market forces on local residents and businesses.

Most city policy agendas combine elements of both economic growth and social
development arguments into overlapping programs for workforce development,
job creation and community development. Some cities may be constrained by
inherent advantages or disadvantages relating to such factors as geographical
location and political traditions. In addition, local governments may claim
different levels of authority over their urban development, depending on their
regional and national governmental structure. In their comparative study of ten
cities across North America and Western Europe, Savitch and Kantor (2002)
identify such policy-making variables as market conditions, intergovernmental
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throughout its modern history, and, accordingly, its national rank has improved over the
years. But why? The fact that the city’s economy never depended heavily on
manufacturing helped. The state government has created many jobs for city residents.
Furthermore, Columbus continues to add new economic activities, such as medical
services and financial services, to the old. Still, Columbus suffers many of the inner-city
economic crises common to most large American cities. Powell (2004) points to its
aggressive annexation policies as a major contributor to its steady growth in population
over a long period of time. Columbus has expanded geographically through a series of
annexations since the 1950s, and it has fewer suburbs than most other large cities in the
US. Attracting new and large-scale private investment can help to cure urban problems
in declining industrial cities, as can improved metropolitan governance, or, more
realistically, less metropolitan fragmentation in urban governance (Bradbury et al., 1982).



support, popular control systems and local culture. Yet, they stress that in all ten
cities, political leaders made active policy decisions for urban development –
playing the cards they were dealt – resulting in remarkable variations among them.

Overall, economic development receives high-priority status from politicians in
large cities in the developed world, and public spending on economic development
incentives continues to expand (Gottdiener and Pickvance, 1991; Hall and
Hubbard, 1998; Logan and Molotch, 1987). Politicians often build campaigns
around the positive message of economic growth and national and global
competitiveness. When delivered in a simple manner, such a message can prove
an effective tool to gain public support. Basically, the message goes like this:
“With a well-defined vision and well-executed policies, a city can develop solid
infrastructure, a quality workforce and favorable business environments, thus
attracting new businesses and residents to the city.” Often the pride – however
maneuvered and misguided – that accompanies rhetoric of “the nation’s best,”
“twenty-first century” and “world-class city” effectively charms voters.

In addition to the market situations and political interests that foster urban
competition, assorted news media constantly evaluate the competitiveness of
cities based on such broad, and somewhat vague, indicators as attractiveness to
private investment and quality of life for a highly educated workforce. Many
question the validity of those rating systems, since their assessment criteria for
“best practices” and “urban success stories” often appear arbitrary. Yet, that does
not stop cities from bragging about their high media ratings as a business-friendly,
safe and/or entertaining place. One such example is Denver, Colorado, whose
official website boasts various magazines’ ratings that extol the city’s good and
business-friendly governance:

For the past five years, Denver has graced FORTUNE magazine’s list of “Best
Cities for Business.” Each year since 2001, we’ve been one of Dun and
Bradstreet’s “Top 10 Cities for Small Business,” and this year, TIME
magazine named Mayor John Hickenlooper one of the “Top Five Mayors in
the Nation.” With our shining local heroes, national acclaim and international
reach, you can feel the exciting rush of energy constantly brewing in the City.

(Official website of City of Denver)

Which policies do city governments implement in order to strengthen their
competitiveness and gain such recognition? O’Flaherty (2005) lists several
prominent policy initiatives designed to promote urban economic development
and, more specifically, to make a city desirable for potential investors. They
include:

● lowering taxes;
● passing targeted tax cuts;
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● offering tailored incentives, such as subsidies through infrastructure, land or
training programs;

● linking specific incentives to specific outcomes;
● reducing regulations;
● allocating urban enterprise and empowerment zones for economically

distressed inner-city neighborhoods;
● building new sports stadiums and arenas.

Many doubt the growth potential of these incentives. In particular, critics question
policies for attracting investment to a particular city, as so many cities engineer
fairly similar strategies and offer almost identical incentive packages. Another
lingering concern surrounds whether new businesses, after receiving tax breaks
and other deals, make any significant contribution to the city’s tax revenues. Peters
and Fisher (2004) sum up various concerns over business incentives with the
following three questions:

1 Do business incentives cause cities to grow more rapidly than they would
have otherwise?

2 If so, is the growth targeted so as to provide net gains to poorer communities
or poorer people, or is it merely a zero-sum game?

3 How costly to government is the provision of these incentives compared to
alternative policies?

Encountering these challenges to their business-friendly policies, city politicians
often talk about the “psychological edge” that large-scale investments from high-
profile companies, such as the Fortune 500, would bring to the city’s residents and
small businesses. The construction of new stadiums for professional sports teams
has been justified in similarly social and cultural terms, such as the importance
of generating civic pride. It is not uncommon to see a new policy agenda,
originally advocated for economic reasons, later justified on non-economic
grounds.

Politics of world-city status

Much like the concept of competitiveness, the term “world city” is widely used in
public and political rhetoric. Many urban scholars seek to examine how urban
politicians benefit from creating the vision of their city becoming a world-class
city. Despite its frequent use, much dissention surrounds what constitutes a world
city and, furthermore, how non-world cities can achieve world-city status. Indeed,
the vagueness of this concept allows city officials and related interest groups freely
to pursue the coveted status and to promote a set of strategies and initiatives that
might benefit themselves more than their city’s quest for that status. Politicians can
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strategically select images of a world city, then craft, articulate and subsequently
promote that image to serve politically motivated agendas (Machimura, 1998; Paul,
2004).

To examine the politics of economic development, much of the new urban politics
literature highlights the political and business interests behind urban boosterism,
machine politics and entrepreneurial governance in the US and beyond (Hall and
Hubbard, 1998; Logan and Molotch, 1987). The notion of being or becoming a
world city adds another dimension to these studies, and to existing debates on
successful, desirable urban governance.

Three trends stand out in the rhetoric of world-city status. First, urban politicians
aggressively promote the vision of their city as world class when they solicit
public support for controversial plans, such as urban redevelopment projects,
large-scale infrastructural upgrading and hosting or bidding for high-profile
international events. Although debatable, the idea that such projects or events
would bring world-city status to the city in question proves worth exploiting when
the public responds favorably to the promise of international recognition for their
city.

Second, politicians and business associations also utilize world-city rhetoric when
arguing for large-scale tax incentives and business-friendly economic policies.
While attempting to fulfill their ambitions, such politicians often associate the
city’s world-city status with its homegrown companies’ global reputation and/or
its ability to attract internationally famous businesses. The official websites of
almost all US cities list the Fortune 500 companies that operate locally and, in
some cases, their executives’ testimonies of reduced tax rates and other govern-
mental supports that have been offered to them.

Third, the world-city campaign is used to support attempts to heighten multi-
culturalism and, in a broader sense, cosmopolitanism among city residents. The
imagineering of a world city that nurtures cosmopolitan cultures helps city
governments solicit public support for costly cultural projects, such as ethnic
festivals or the construction or renovation of opera houses and cultural centers.
Cosmopolitan cultures often sustain successful tourist industries – one of the
target sectors, along with high-tech industries, that almost all cities include in their
urban economic development initiatives (Plate 6.1).

Despite all the rhetoric, it remains unclear whether world-city status can be
achieved through a well-designed economic plan. The fact that the leading status
of the world cities, such as New York and London, can hardly be linked to any
government projects casts doubt on the effectiveness of world-city projects in non-
world cities. Such reservations, however, have not stopped city governments from
seeking world-city status.
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Since 2005 Atlanta has undertaken a comprehensive economic development
strategy, named the “New Century Economic Development Plan for the City of
Atlanta,” to become the thriving core of the metropolitan area, the most successful
city in the Southeast and a competitive city both nationally and internationally
(Figure 6.1). After a lengthy analysis of the current state of its economy and the
benchmarking of other cities, such as Seattle and Boston, the Atlanta city govern-
ment has decided to focus on three economic priorities for achieving this grand
vision: economic growth, physical infrastructure and safe, healthy neighborhoods
(Table 6.3). According to the Development Plan, these priorities will be achieved
through ten action plans, which involve countless “action items,” “action owners”
and “active partners.” Ever more city governments produce their development
plan in consultation with professional management firms, and Atlanta is no
exception to that trend. Its official website notes that the Development Plan was
produced with pro bono assistance from Bain & Company, a Boston-based global
business consulting firm.

While some non-world cities draft equally impressive economic development
plans for international competitiveness, some simply claim that they are already
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a world-class city and repeat the claim as often as possible, comparing themselves
to emerging world cities or highlighting their similarity with the top three world
cities. For example:

San Francisco’s vibrant business environment has more than 60,000 businesses
and employs more than one-fourth of the region’s total workforce. We sit at
the center of global business activities, being located midway between London
and Tokyo. Seventy percent of our residents receive training beyond high
school, creating a highly educated and motivated labor force. We are a world-
class city with a friendly neighborhood feel. Our diverse population enhances
our everyday life and enriches our business community. In fact, experts say
our diversity makes us one of the most productive areas in the country.

(Official website of the City of San Francisco)

City mayors are not alone in exploiting the vision of their cities becoming
legitimate world cities. Local and national news media act as another primary
agent, not only in transmitting selected images of a world city, but in developing
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Figure 6.1 Atlanta toward a world-class city

Source: Official website of the City of Atlanta



those images. They often fuel their city’s hyped rivalry with other cities world-
wide, as demonstrated every four years during the bidding for the Olympic Games
(Short, 2004a). Local media often criticize individual politicians when their city
fails to attract international sports events. They also help to promote highly
selective, often misleading images of a world-class or Olympic city, as well as the
“best practices” for becoming one.

Globalizing cities and globalized urbanism

Globalization does not mean the homogenization of the world. The notion of a
homogenizing world goes back to early globalizationists like Kennich Ohmae,
who linked globalization to the “universalizing” power of certain economic,
political and cultural forces across national boundaries. However, the suggestion
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Table 6.3  Atlanta’s New Century Economic Development Plan

Economic Vision Atlanta will be the thriving core of the metropolitan area, 
the most successful city in the Southeast, and a competitive city,
nationally and internationally

Economic Priorities • Economic opportunity:
job creation
business climate

• Physical infrastructure
• Healthy neighborhoods and quality of life:

workforce housing
public schools
public safety
increase economic vitality of underserved areas
parks and green space

Action Plans • Support growth of target industries
• Create and grow business recruitment, retention, and expansion
• Champion BeltLine, Downtown and Brand Atlanta Campaign as

major development projects
• Increase economic vitality in underserved areas
• Make it easier to develop in Atlanta (business climate)
• Increase workforce housing
• Increase capital available for development and business growth
• Make Atlanta one of America’s safest cities (crime rate)
• Collaborate to improve the graduation rates in Atlanta public

schools
• Grow dedicated parks and greenspace

Source: Official website of the City of Atlanta



that distinctive, place-bound politics, traditions and practices at the local level
could be erased completely by homogenizing forces of globalization is neither
empirically supported nor theoretically sound. Instead, many insist on the
continuing significance of government policies, cultural differences and national
identities, even as they interact with global forces. None of the previous historical
processes, such as modernization, industrialization, capitalism and colonialism,
changed the whole world in such a similar manner and to such a similar extent as
does globalization. However, those processes were as revolutionary in their day
as globalization is in ours. It is fair to assume that a truly globalized world will
be anything but homogeneous.

Still, a strong trend of convergence can be observed among various cities around
the world. Different downtown landscapes, filled with almost identical office
buildings, easily recognizable retailers and common fashion trends, greatly
resemble each other. Globalized consumption patterns have materialized in large
cities in both the Western and the non-Western world. This phenomenon has
captured the attention of travelers and journalists as well as academics, most of
whom attribute it to the global imperatives of late capitalism, postmodern
capitalism and capitalistic consumer culture. In other words, they argue that
different parts of the world have gradually integrated into one capitalist system.
Certainly, globalized consumption patterns make many different places look, feel
and taste the same. Notions of global urbanism or globalized urbanization
highlight considerable common ground among cities with different traditions and
political settings. One might argue that, as these cities increasingly adopt similar
architectural styles, business-friendly policies and cosmopolitan lifestyles, they
will eventually yield carbon copies of the same capitalistic, postmodern, Western
city.

Compelling as the globalized urbanism argument sounds, it draws greatly either
on sketchy observations of commonly visited sites around the world or on world
cities and “wannabe” world cities. Viewed from above or from their downtown
business districts, many cities share common characteristics of global develop-
ment, but “looking closely on the ground,” one observes distinctly local activity
alongside those globally recognized practices and structures (Jordan, 2003: 32).
Meanwhile, the tendency of world-cities research to focus on a handful of large
cities overlooks both smaller cities in developed countries and almost all cities in
developing countries (Gugler, 2004; Krause and Petro, 2003; Öncü and Weyland,
1997). The neglect of so-called non-global cities or ordinary cities limits “our
imaginations about the futures of cities” (Robinson, 2002: 535).

A new wave in urban studies looks beyond the category of world cities to smaller
cities. Such efforts observe whether smaller cities integrate into the global
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economy or become marginalized by it; whether they radically change with,
gradually adapt to, or resist global trends; and whether they benefit or suffer from
such processes. Although it does not ensure due academic attention to all
deserving cities across the globe, this new trend in world-cities literature has
encompassed a range of cities from Lexington, Kentucky, (McCann, 2004), to
Moscow (Barter, 2004) to Accra (Grant, 2002).

This research expansion has also prompted a meaningful shift in the focus of
globalization–urbanization literature from hierarchical categorization to dynamic
urban processes. While early studies focused more on identifying aspects of
emergent world cities, many now look to delicate changes in ethnic neighbor-
hoods and architectural designs, as well as to rhetorical trends in urban politics
pursuing world-city status. These micro-scale studies note the coexistence of
global space (e.g., Wal-Mart stores) and local space (e.g., public buildings with
historical memory), and attempt to uncover the dynamics of globality and locality
in detail (Jordan, 2003). Individual places, they find, incorporate and rework
globalizing effects, instead of being completely consumed by them. Smith (2001)
presents cities as “translocalities” filled with social and political actors who
localize national and transnational practices. He continues:

A further advantage of this approach to urban studies is that a wide variety of
cities, rather than a handful of sites of producer service functions, or a score
of interwoven, mainly Western, centers of global command and control,
become appropriate sites for comparative research. Viewing cities as contested
meeting grounds of transnational urbanism invites their comparative analysis
as sites of: (a) the localization of transnational economic, sociocultural, and
political flows; (b) the transnationalization of local socioeconomic, political,
and cultural forces; and (c) the practices of the networks of social action con-
necting these flows and forces in time and space. These emergent transnational
cities are human creations best understood as sites of multicentered, if not
decentered, agency, in overlapping untidiness. This is a project in which
studying mediated differences in the patterns of intersecting global, trans-
national, national, and local flows and practices, in particular cities, becomes
more important than cataloging the economic similarities of hierarchically
organized financial, economic, or ideological command and control centers
viewed as constructions of a single agent – multinational capital.

(Smith, 2001: 70)

Smith (2001: 175) notes that a close look at localized practices of transnational
connections should not be seen as “privileging local knowledge or essentializing
the local community as a sacred space of ontological meaning.” Instead, he calls
for more comparative urban studies on the ways in which different transnational
networks operate in the same city, as well as in which the same transnational
network practice operates across different nations and cities.
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The fact that urban places undergo change in different but comparable ways
promotes comparative studies as well as individual case studies at various sites
and under various circumstances (Grant and Nijman, 2002). Cities, no matter how
localized their cultures and practices, exist as distinct units across a continuous,
global grid, rather than as isolated, exceptional spheres (Hannerz, 1996; Oren,
2003). Their actions on, and reactions to, global forces can be compared, not only
in terms of individual distinctiveness and locality, but in terms of commonality
and globality. The interface of globalization and urbanization in globalizing cities
could generate a large body of comparative studies, based on thorough case
studies of various urban changes caused by, and causing, globalization.

Further reading

Hall, Tim and Phil Hubbard, eds, 1998, The Entrepreneurial City: Geographies
of Politics, Regime and Representation, Chichester: John Wiley & Sons. This
edited collection pulls together a range of detailed chapters on the recent rise of
urban competition and entrepreneurial politics in Western cities.

Logan, John R. and Harvey L. Molotch, 1987, Urban Fortunes: The Political
Economy of Place, Berkeley: University of California Press. This is a classic
book on the politics of local economic development in American cities. It
examines how American cities have become growth machines in which the
growth ethic pervades virtually every cultural, economic and political institution
that operates on the urban scene.

Paul, Darel E., 2004, “World cities as hegemonic projects: the politics of global
imagineering in Montreal,” Political Geography, 23 (5), pp. 571–96. This article
is especially useful in studies of the politics of world city status in so-called
second-tier world cities, such as Montreal.

Smith, Michael P., 2001, Transnational Urbanism: Locating Globalization,
Oxford: Blackwell. Criticizing the globalization literature for exaggerating the
universalizing power of late capitalism, Smith argues for the concept of
transnational urbanism, which would allow us to examine the localized
specificities of transnational practices across different cities.
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7 New solutions 
for old economies

In the previous two chapters, we examined economic change in large cities, both
world cities and second-tier cities. Urban change in second-tier cities often
involves intense government efforts in pursuit of urban competitiveness in the
international market place. Their city halls readily draft and subsequently imple-
ment a host of development strategies and action plans that promise to restructure
them into world-class cities. In doing so, urban politicians want to be recognized
and appreciated for their forward-looking vision that accommodates change in a
globalizing world.

We now have a set of questions about cities for which achieving world-city status
is not an imminent, or even realistic, goal for economic development policy:

● What kind of status do their economic development offices pursue when
attempting to boost urban competitiveness?

● How do these cities consider the notion of globalization while assessing their
current and, more importantly, future state of economy?

● What economic activities do declining industrial cities and their mayors
aspire to develop?

In an attempt to answer these questions, we acknowledge new voices in the urban
economic development discourse which call for creative strategies to tap into the

Learning objectives

● To understand the changing relationship between economies and cultures
● To define the creative class and its role in the new urban economy
● To assess critically the effects of high-culture- or creativity-driven urban

development strategies



so-called “new economy.” The recent surge of public and political interest in the
new economy does not necessarily propose an imminent sea change in the urban
economy, as much as new ways to frame economic restructuring. The concep-
tualizations of and opinions about the new economy vary tremendously. Still,
cities receive a great deal of advice on what policies can best reshape their old
economy into a new one.

Smaller cities in general are neither endowed with a diversified economic base nor
equipped with management skills to mitigate the effects of large-scale economic
restructuring. Deindustrialization, one such restructuring, has devastated the
livelihoods of millions in numerous traditionally industrial towns, even in
previously thriving economies. Having suffered a sustained economic fall and its
side-effects, the governments of many industrial cities turn to new sectors that
promise to bring much-needed vitality to their local economies. These sectors
include high-tech industries, tourism, finance, culture and the arts, among others.
The promotion and development of such industries has become the policy of choice
for many city governments, regardless of their political, geographical or historical
conditions.

Out of countless new visions, new ideas and new solutions introduced to revitalize
old, declining industrial cities, two key areas have received the most attention,
both politically and academically: the cultural economy and the creative economy.
This chapter first examines how these newly emerging economic activities relate
to the revival of the declining urban economy and then discusses how politicians
exploit these terms and the situations applying to them.

The cultural economy

City governments seeking solutions for their struggling economies increasingly
turn to post-industrial and postmodern economic sources. Cultural activities,
previously deemed to have marginal effects on the city’s overall economic health,
have won a newfound respect from policy-makers and, subsequently, increased
public investment. City governments now consider funding cultural and arts
institutions as an economic development measure. The rising status and potential
of culture in the urban economy have both reflected and prompted scholarly
investigations into the relationship between economics and culture in the capitalist
system.

The “cultural turn” has been one of the most significant developments in critical
social analysis in the past two decades, although cultural theories and studies
started attracting attention as early as the 1960s. Simply put, a growing interest has
developed in examining the ways in which cultural processes and institutions
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condition economic and political aspects of society. Indeed, the cultural turn has
had a significant influence on the current intellectual generation across the social
sciences, including some economists who have tried, explicitly or implicitly, to
understand the social and cultural construction of economic activities (Granovetter,
1985; Throsby, 2001). The widely used business term “cultural embeddedness,”
for example, suggests a new thinking in corporate management that recognizes the
value of non-economic factors, such as social networks and local practices, in
achieving business goals, as well as in improving daily operations.

Along with the cultural context of economic activities, the economic dimensions
of culture are a critical notion that defines the cultural turn in the social sciences.
The fact that high-quality arts, antiques and collectibles carry enormous price tags
illustrates the economics of certain cultural goods and services, though limited to
a small faction of the more affluent and philanthropic society. Mass culture has
also been commodified, mostly through tourism, consumer culture, media culture
and youth culture. This worldwide commodification has been associated with late
capitalism by both Marxists and postmodern theorists (Featherstone, 1995;
Harvey, 1989b; Jameson, 1991; and Lash and Urry, 1994). Jameson (1991) notes
that, in the latest stage of capitalism, symbolic meanings and associations increas-
ingly determine the economic value of goods. In a postmodern consumer culture,
according to Jameson, the strategy of imposing symbolism, meanings, values and
emotions on to goods begins to blur the boundary between the image of those
products and their concrete reality.

Upon recognizing the intrinsic links between economics and culture, the question
becomes: how does culture translate into an urban economic sector? To answer
this question, cultural activity must be defined as an industry that generates
employment, tax revenues and multiplier effects. Throsby (2001: 111) describes
this industrial aspect of creative works:

[T]he fact that individuals and firms produce goods or services for sale or
exchange, or even simply for their own pleasure, creates a grouping of activity
around particular products, types of producers, locations, etc., which can be
encircled in conceptual terms and labeled an industry . . . Nevertheless, it has
to be conceded that in practice the application of the word “industry” to art and
culture does focus attention on the economic processes by which cultural
goods and services are made, marketed, distributed and sold to consumers. The
term “cultural industry” in contemporary usage does indeed carry with it a
sense of the economic potential of cultural production to generate output,
employment and revenue and to satisfy the demands of consumers, whatever
other nobler purpose may be served by the activities of artists and by the
exercise of the tastes of connoisseurs. Indeed many within the cultural sector,
including presumably those artists whose objective functions contain some

New solutions for old economies • 99



component of economic gain, welcome the idea that cultural activity makes a
significant contribution to the economy.

Once it is agreed that culture contributes to the urban economy, the next debate
revolves around what comprises the cultural industry. According to Throsby
(2001: 112), the industry includes music, dance, theatre, literature, the visual arts,
crafts and more recent practices such as video art, performance art, computer and
multimedia art. Scott (2000) introduces a broader list of “cultural-products
sectors,” which includes, in addition to Throsby’s artistic industries: high fashion,
furniture, news media, jewelry, advertising and architecture. Sports industries,
both professional sports and health and fitness-related businesses, could be added
to the list (Dziembowska-Kowalska and Funck, 1999).

Scott laments that the US Standard Industrial Classification provides no explicit
information on certain noteworthy segments of the cultural economy, including
tourist services. Indeed, urban tourism ranks among leading activities of the
cultural industry, as almost all cities now promote events and festivals in an effort
both to generate tax revenues and to revitalize inner-city neighborhoods. For
example, Harlem in New York, a prototype of disadvantaged and racially segre-
gated American urban sites, has recently centered its community development
strategy on promoting cultural and ethnic events that target both visitors and
residents (Hoffman, 2003). The rapid growth of urban tourism proves that tourism
comes not just to places blessed with historical treasures, exotic nature or other
pronounced attractions, but to those that create the events, images, traditions and
meanings that appeal to potential tourists (Plate 7.1).

Measuring the urban economic contribution of cultural activities is tricky. Totaling
the revenue of large arts institutions and cultural events leads to a significant
understatement of the cultural sector, since this does not account for the
contribution of its multiplier effects in local businesses. Furthermore, insufficient
data exists reliably to estimate these multiplier effects. However, Markusen and
Schrock (2006), in their comparative and historical research of the twenty-nine
US metropolitan areas with the largest presence of working artists, propose an
even more comprehensive measurement, named the “artistic dividend” for a
regional economy. They argue that the work of creative artists enhances the
design, production and marketing of products and services in other sectors. All
things considered, artistic and cultural activities induce innovation on many levels
of the urban economy, which may not be easily measured in hard dollars.

Cultural industries concentrate in world cities and other large cities. Indeed, they
contribute immensely to the economies of cities like Los Angeles and Paris (Power
and Scott, 2004; Scott, 2000 and 2005). The concept of “path dependence” can
be used to analyze cultural production as well as technological innovation
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(Rantisi, 2004). Path-dependent theories claim that small historic events or
locational advantages can affect macroeconomic consequences that privilege
certain paths to development and limit others. Although criticized for its overly
structural approach to local economic development, this idea sheds light on the
prestigious success that Paris enjoys in high fashion, New York in advertising and
Los Angeles in motion-picture entertainment. Their leading roles in these
industries have long enjoyed wide recognition, and their advantages over potential
competitors relate not only to the quality of their products but to the “symbolic
images” – such as authenticity and reputation – that those products carry.

For the economic development of smaller cities, the notion of path dependence
presents as many questions as answers. Do smaller cities ever profit from cultural
industries? Can smaller cities cultivate local preconditions for a competitive
cultural industry? Can cultural industries bring sizable employment, tax revenues
and multiplier effects to other industries in medium-sized cities, even after their
governments provide them with tax breaks or other subsidies? As noted in the
previous two chapters, no one can yet guarantee the urban development potential
of any policy measure, including the promotion of culture and the arts. This
uncertainty, however, has not stopped city governments from adding cultural
elements to their existing lists of development strategies (Box 7.1), or from
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commissioning studies on the potential economic benefits of new cultural pro-
jects. Most of these commissioned studies support the cultural project in question,
citing likely benefits to local businesses and an increase in local property values.
However, few cities commission studies to assess whether particular cultural
projects have indeed delivered their promised benefits to local businesses and
residents.

Culture and the arts have long played into urban redevelopment and gentrification
(Neil Smith, 1996; Zukin, 1995). A great number of inner-city neighborhoods have
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Box 7.1 Cultural development for traditional industrial
cities

Glasgow, UK

Our vision for Glasgow: We want Glasgow to flourish as a modern, multicultural,
metropolitan city of opportunity, achievement, culture and sporting excellence
where citizens and businesses thrive and visitors are always welcomed.

Osaka, Japan

The role of Osaka and the Kansai region, as Japan’s cultural and historic capital,
will continue to grow in the future as the nation strives to meet the world’s
expectations for a greater contribution in the field of culture. The City of Osaka
is making efforts to enhance its profile as an international cultural center by
promoting cultural, artistic, academic, and sports activities in the city and
enriching them through cultural exchanges with the rest of the world.

Toledo, USA

The mission of the City of Toledo’s Department of Development is to improve the
quality of life of our residents by coordinating city and other resources to create
capital investment, job opportunities, safe and attractive neighborhoods, good-
quality housing, and other important community services and facilities. This
includes vibrant arts, cultural, and retail amenities for individuals and families.

Source: Official city websites 



been “gentrified” with art museums, historic districts and, more controversially,
professional sports stadiums. While the displacement of the existing communities
has been detrimental to former residents, public funding for high culture often
receives favorable reviews from local media and middle-class residents.

Medium-sized cities in Ohio favor renovating or expanding art museums to
revitalize their city centers and, more importantly, to counter their troublesome
industrial images. Toledo, for example, threw a grand opening ceremony in 2006
for the Glass Pavilion at the Toledo Museum of Art, which should remind both
local residents and tourists of the city’s once highly productive glass industry (now
almost obsolete). As is shown in Box 7.1, the city’s mayor sees cultural enrichment
as part of his economic development mission. Cincinnati, another Ohio city
suffering from a major manufacturing decline (particularly in aerospace and
automotive industries), bought downtown property to build a new Contemporary
Arts Center (Plate 7.2) in the late 1990s. This has since won the Pritzker
Architecture Prize and become the signature building of its internationally
renowned architect, Zaha Hadid (Sklair, 2005). However, brief fieldwork in the
downtown area of Cincinnati in the fall of 2006 revealed that few city residents
knew about their art center’s fame, let alone its economic benefits to the city.
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Beyond the revitalization of inner-city neighborhoods, cultural strategies of urban
development have focused on events, such as ethnic festivals, exhibits, performing
arts and historical re-enactments, among others. City governments expect these
events to attract tourists and suburban residents to their city center, providing
indirect benefits to restaurants and hotel businesses in the downtown area. While
such economic benefits may or may not materialize, local politicians certainly
benefit from their upbeat presentation of culture, leisure, cosmopolitanism and
postmodernism (Quilley, 2000).

The creative economy

Of countless tactics cities employ to compete in the twenty-first century, attracting
creative talents seems a popular choice in both the media and political rhetoric.
Meanwhile, as is often the case, many academics suspect the political logic behind
this public policy phenomenon.

The notion of creative talent driving urban economic development draws almost
entirely on Richard Florida’s works (2002, 2005a and 2005b). Countless magazine
articles and toolkits for urban programs contribute to the vision of the creative
urban economy (Landry, 2000). Florida (2002) illustrates the emergence of a new
social class, the creative class, which leads the new creative economy. Later, the
same author (Florida, 2005b) warns that the American economy may be losing
ground in global competition for creative talent. These two books define and
promote the significance of the creative class in the national and regional
economy, while Cities and the Creative Class (Florida, 2005a), outlines the
geography of creative talents in the US, ranking cities according to a measurement
of creativity, technology and diversity.

The concept of the creative class evokes both enormous excitement and harsh
criticism in the urban economic development debate. The mainly positive media
frenzy surrounding the term “creative talents” reflects a widespread belief in
certain circles that a major economic overhaul is overdue. On the other hand,
criticisms have emerged from many different factions in academia. Some claim
that “informational economy” and “knowledge-based economy,” which describe
the roles of information processing and knowledge generation in capital accumu-
lation, are more intellectually sound concepts (Castells, 2000; Dunning, 2000).
These earlier terms have been used to suggest that new developments in infor-
mation technology give rise to the capacity to generate and profit from new know-
ledge. Economically struggling cities, regions and nations have long discussed the
benefit of developing industries relating to research and development and
innovation. Indeed, many industrial cities in North America and Western Europe
have attempted to develop such industries, but without much success. The notion
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of the creative economy might likewise inspire a wave of political and media policy
discussions, without offering concrete opportunities for unemployed former
factory workers. Below, we take a close look at Florida’s thesis of the creative class.

Florida’s creative capital theory states that “creative people power urban and
regional economic growth, and these people prefer places that are innovative,
diverse and tolerant” (Florida, 2005a: 34). Therefore, to succeed in today’s world,
cities must attract and retain highly creative people. According to Florida, the
creative class divides into two groups of people. The first group makes up the
“super-creative core,” a broad and diverse group including scientists, engineers,
university professors, poets, novelists, artists, entertainers, actors, designers and
architects, as well as non-fiction writers, editors, cultural figures, think-tank
researchers, analysts and other opinion-makers. The other group consists of
“creative professionals” who work in a wide range of knowledge-intensive indus-
tries such as high-tech sectors, financial services, legal and healthcare professions
and business management. Florida explains that the former group produces new
forms or designs that are readily transferable and widely useful, while the latter
group engages in creative problem-solving. He estimates that roughly 30 percent
of the entire US workforce (about 38.3 million workers) belongs to the creative
class.

Florida’s concept of the creative class is not particularly new: human capital
literature has long stressed the relationship between greater numbers of highly
skilled, highly educated talent and urban growth (Glaeser et al., 1992 and 1995).
Jane Jacobs (1969) points to a steady stream of innovations, enabled by the
geographical concentration of innovative people with diverse ideas and occupa-
tions, as a primary cause of the rapid growth of New York’s garment industry 
– and the city’s economy in general – in the nineteenth and early-twentieth century.
Supported by empirical studies of American cities (Lucas, 1988; Romer, 1986),
the notion that knowledge spillovers, spurred by thick interactions among a large
number of highly skilled people living and working in geographical proximity,
promote urban growth has become conventional wisdom in studies of new sources
for economic development. Florida has expanded the existing notion of the human
capital, comprising professionals in high-tech, research and advanced service
industries, by adding occupations related to culture and the arts. He has branded
these people as the “creative capital,” a term that captures more media attention
than the more bland “human capital.”

Highly creative people indeed contribute to economic growth. However, other
factors may explain the popularity of the creative class thesis in media and public
policy (see the CreativeTampaBay in Box 7.2). Media and policy-makers may
respond favorably to the suggestion of renovating urban cultures and aesthetics
to create a more appealing environment for creative people (Plate 7.3). Florida
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proposes the development of a diverse urban culture as the most effective way to
attract creative and highly skilled people, and thereby stimulate economic growth.
To support this argument, Florida (2005a) compares selected American cities
through creative measurements, including the coolness measure, the Bohemian
index and the gay index, as well as numbers of college graduates and computer
software industry workers. Not surprisingly, large coastal cities with quality
research institutes and diverse cultures, such as San Jose, Seattle and Boston, rank
high (Table 7.1). Florida is eager to point out that an open and tolerant culture is
a primary cause of these cities’ recent economic success.
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Box 7.2 History of CreativeTampaBay, Florida

On April 11, 2003, almost five hundred people came to the Tampa Bay
Performing Arts Center to hear creative economy guru Dr. Richard Florida
describe what it takes to build a vibrant community in today’s technology
environment. It was music to the ears of most in attendance and the excitement
and energy has been building ever since. Getting Dr. Florida to Tampa and
attracting so many community leaders to hear him speak was the result of a
coalition of organizations involved in business and the arts: The Greater Tampa
Chamber of Commerce, Tampa Bay Partnership, the Pinellas and Hillsborough
Arts Councils, Tampa Downtown Partnership, Tampa Bay Technology Forum,
and the Florida High Tech Corridor.

Some three weeks later, four Tampa Bay women – Michelle Bauer, Deanne
Roberts, Karen Raihill and Sigrid Tidmore – joined up with Richard Florida again
at an international conference in Memphis. Over several days, the participants
crafted the “Memphis Manifesto” which challenges communities to take actions
to promote a creative economy based upon the three pillars of Talent, Technology
and Tolerance.

By the summer of 2003, Deb Talbot joined the other four women to incorporate
CreativeTampaBay with the idea that it would serve as a catalyst for perpetuating
the energy and commitment of all who are eager to see Tampa Bay take full
advantage of its unique heritage, geography, and economic strengths in building
our own creative economy. Today, the organization reaches thousands throughout
the region and is proud to have a diverse board representing creative enclaves
throughout the seven counties that make up Tampa Bay.

Source: CreativeTampaBay (2007)



Florida’s advice for urban governments in need of economic revitalization begins
with the question: “In a world where people are highly mobile, why do they
choose some cities over others and for what reasons?” (Florida, 2005a: 33). He
answers by noting that the business incentives and downtown revitalization
projects used to lure companies do not necessarily attract highly creative people.
Instead, such people prefer places with innovative, diverse and tolerant cultures.
Therefore, Florida (2005a: 33) argues:

While economists and social scientists have paid a lot of attention to how
companies decide where to locate, they have virtually ignored how people do
so. This is the fundamental question I sought to answer. In my interviews and
focus groups, the same response kept coming back: People said that economic
and lifestyle considerations both matter, and so does the mix of these two
factors. In reality, people were not making the career decisions or geographic
moves that the standard theories said they should: They were not slavishly
following jobs to places. Instead, it appeared that highly educated individuals
were drawn to places that were inclusive and diverse. Not only did my
qualitative research indicate this trend, but the statistical analysis proved the
same.

Though insightful, Florida’s suggestion that creative people’s preference for
certain cities relates directly to those cities’ economic growth warrants more
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Table 7.1  America’s most creative cities

Rank Region Creativity index score

1 San Francisco 1057
2 Austin 1028
3 Boston 1015
4 San Diego 1015
5 Seattle 1008
6 Raleigh–Durham 996
7 Houston 980
8 Washington 964
9 New York 962

10 Dallas–Fort Worth 960
11 Minneapolis–St. Paul 960
12 Los Angeles 942
13 Atlanta 940
14 Denver 940
15 Chicago 935

Source: Florida (2005a: 156)



analysis. How does a traditional city transform itself into a creative city? In his
books on the creative class, Florida praises the success of a handful of creative
centers, notably: Austin, Boston, San Francisco, Seattle and Washington, DC. He
claims that these cities have been able to put together “the 3Ts of economic
growth”: technology, talent and tolerance. However, given their favorable geo-
graphical locations and local research institutions, these cities stand out from
average American cities, let alone other cities around the world. Whether declin-
ing industrial towns in the American Midwest can follow suit by improving their
cultural assets and art institutions is certainly debatable. The creative assets of
successful cities may not be so easy to reproduce. Furthermore, based on empiri-
cal research on the impact of creative artists on urban growth, Markusen (2006)
contends that the locational, cultural and political preferences of artists, a key
component of Florida’s creative class, differ greatly from those of scientists,
engineers, managers and lawyers. As such, the task of developing an ideal creative
environment for the full range of creative capital proves daunting and unlikely at
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Plate 7.3 Not so aesthetic for creative people: Riverside Plaza in Minneapolis,
Minnesota



best. All in all, the cultivation of a dynamic and globally successful creative city
is easier said than done.

Despite these impracticalities, news magazines, including Newsweek and the
Atlantic Monthly, have responded favorably to the creative capital thesis,
publishing numerous short articles by or about Florida. In addition, many urban
politicians circulate the creative class thesis in political speeches and apply some
of its core ideas to their urban development projects. Mayors of large industrial
cities in Japan, including Osaka and Yokohama, have recently launched creative
city initiatives in the hope of diversifying the urban economic base and enriching
the lives of their citizens through cultural activities (see Case study 7.1). The city
governments of both Berlin (Kratke, 2004) and Dublin (Boyle, 2006) include the
cultivation of a creative atmosphere in their development policies. Ever more city
governments commission researchers or consultants to identify the advantages of
attracting creative capital, as well as their cities’ challenges to becoming creative
centers. One such example includes Toronto’s “Strategies for Creative Spaces 
and Cities Project,” conducted by the Program on Globalization and Regional
Innovation Systems at the University of Toronto. In its creative city endeavor,
according to the program, Toronto should focus on 14 strategic missions,
including increasing funding for arts and cultural institutions (Table 7.2).
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Case study 7.1

Creative cities in Japan

The highly urbanized country of Japan boasts one of the most developed economies in
the world. However, apart from Tokyo, few Japanese cities have produced a substantial
amount of academic literature (in English, at least) on their economic restructuring,
development policies or urban decline. Considering the enormous scholarly attention
devoted to the Japanese economy and to Japanese companies, the lack of empirical
and theoretical efforts better to understand urban economy in Japan is striking. It is not
uncommon to see certain cities “over-researched” at certain times by urban scholars.
For example, Chicago was fairly overexploited by American urban sociologists in the
first half of the twentieth century. Manchester represents a more recent example of a
city endlessly dissected to produce a large body of academic journal articles, books
and reviews on its urban entrepreneurialism. But for every over-researched city, there
are many more under-researched cities. Most large industrial cities in Japan have not
received their due attention.
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As late-comers in industrialization, Japanese cities in general have not suffered the same
aftermath of deindustrialization as British cities in the Midlands and American cities in
the Northeast. However, this does not mean that they have been completely exempted
from the urban impact of industrial relocation, outsourcing and unemployment. Instead,
assorted problems go overlooked in Japanese urban economy (Sasaki, 2004), revealing
the Anglo-American bias in urban studies.

Yokohama and Osaka are the second- and third-largest cities in Japan, respectively.
Both are seaports and, in addition to trade, their economies have been established
around heavy industry. However, they have both witnessed the gradual weakening of
their local industries. In order to attract creative talents and diversify their economic
bases, both cities have recently launched a creative city initiative. “The Creative City
Yokohama” was set up in 2004 to develop a cluster of creative industries with a
specialty in visual culture (Figure 7.1). Yokohama has a government office, named the

Figure 7.1 Creative City, Yokohama

Source: Official website of the City of Yokohama
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Creative City Headquarters, designated to revitalize the city through promoting cultural
and artistic activities (official website of the City of Yokohama, 2006).

The Mayor of Osaka has recently announced his creative city initiative, in an attempt
to regain the support of his constituency after a series of scandals in 2005. The city
hosted a large international symposium on “Building a Creative City.” Based on the
outcomes of this symposium, the city government is currently working on creative urban
spaces as well as creative human resources (official website of the City of Osaka, 2006).
The Osaka Urban Revitalization Task Force has been created to co-ordinate and
promote various projects aimed at reinventing Osaka as a “City of Creativity.” In
addition, Osaka City University has created a new graduate school program specializ-
ing in the creative city. As with most of its economic development measures, the
Japanese government, whether at the national, provincial or city level, seems to be fully
in charge of the creative city initiative.

Box 7.3 Osaka’s creative city initiative

Although reshaping the city management system has been the focus of
administrative reforms, we feel we must now start working on developing
new strategies to form a vibrant and interactive “Creative City,” or a city
able to produce new, innovative industries and culture by drawing on
individual potentials. Implementation of such strategies is to begin in the
next fiscal year. Creative human resources is the key to a Creative City, and
in order to draw such a pool of talent, we will formulate a strategy based
on an assessment of issues at hand and researching ways to resolve them.
For this purpose, a “dream team” of young city employees will be estab-
lished. They will benefit from the expertise of Creative City researchers and
also incorporate various voices from citizens and NPOs [non-profit
organizations]. City personnel can directly e-mail me their ideas and
suggestions on this theme. In addition, our new venture system will also
allow personnel to follow through and act upon suggestions they have
made. During the first half of this fiscal year, we will put together these
ideas and compile a Creative City Strategy by the end of March 2007 for
real implementation starting in FY 2008.

(Mayor’s press conference, April 26, 2006)
Source: Official website of the City of Osaka



Criticisms of Florida’s creative class thesis come from many different directions,
as he notes in his latest book (2005a). The lack of academic rigor and
sophistication has been obvious in the thesis (Markusen, 2006). Jamie Peck (2005:
740) sums up many academics’ assessments:

The thesis – that urban fortunes increasingly turn on the capacity to attract,
retain and even pamper a mobile and finicky class of “creatives,” whose
aggregate efforts have become the primary drivers of economic development
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Table 7.2  Toronto’s recommended strategies for a creative city

Project categories Strategic opportunities for action

People Ensure that all youth are encouraged to think creatively.
1 Expand creative programming for youth
2 Transform local community
3 Fund arts and creativity in public education

Enterprise Create the conditions that allow enterprise and their financiers to
take risks;
Increase support for sectors that are gaining international attention;
Inspire all firms and entrepreneurs across all sectors to think
creatively.

4 Provide specialized entrepreneurship support/business skill
development for creative industries

5 Increase available cultural/creative “risk” capital
6 Advance Toronto as a Centre of Design
7 Develop creativity/innovation convergence centre

Space Achieve a balance between the need for major iconic cultural
institutions and supporting grassroots;
Design space that is affordable and sustainable for creative work
and play.

8 Provide affordable and stable creative space systematically
9 Create a mortgage investment fund for creative development

10 Support development of waterfront ground-floor strategy
11 Support design review panel
12 Animate the City Below – Toronto Ravines

Connectivity Provide organizing infrastructure that will connect existing creative
activity and resources that currently work in silos.
13 Develop new infrastructure dedicated to connecting and

promoting creative Toronto
14 Provide ongoing, stable funding for creative projects

Source: Program on Globalization and Regional Innovation Systems, University of Toronto (2006)



– has proved to be a hugely seductive one for civic leaders around the world,
competition amongst whom has subsequently worked to inflate Florida’s
speaking fees well into the five-figure range.

As was shown in Chapter 6 on urban economic development, the creative city idea
seems to be the latest policy phenomenon that reflects neo-liberal, business-
friendly, upper-middle-class-oriented views of urban governance. Peck (2005:
740–1) goes on to say:

In the field of urban policy, which has hardly been cluttered with new and
innovative ideas lately, creativity strategies have quickly become the policies
of choice, since they license both a discursively distinctive and an ostensibly
deliverable development agenda. No less significantly, though, they also work
quietly with the grain of extant “neoliberal” development agendas, framed
around interurban competition, gentrification, middle-class consumption and
place-marketing – quietly, in the sense that the banal nature of urban creativity
strategies in practice is drowned out by the hyperbolic and overstated character
of Florida’s sales pitch, in which the arrival of the Creative Age takes the form
of an unstoppable social revolution.

So why has the notion of the creative class become a policy phenomenon for city
governments? Richard Florida’s skills of self-promotion have helped. The
surrounding media frenzy fuels political interest in the image of a cool, creative
citizen base. Politicians, as usual, capitalize on optimistic views of the urban
economy, no matter how impractical those views are. Or, as is suggested in “new
realism” (Quilley, 2000), the dire economic situation in declining industrial towns
might force their mayors to focus less on public schools or housing and more on
attracting the creative people who might drive up the value of the local property
market.

The restless and transnational nature of urban economic change requires city
officials to seek a new vision of the urban economy. This parallels the way
corporate executives try to redefine the larger industries in which their companies
belong, often exaggerating the volatility and globality of the current market
situation in order to advance priorities in their corporate management.

Conventional wisdom states that the vibrancy of a downtown business district
reflects the overall economic conditions of the city. In contrast, a new thinking
states that an urban atmosphere offering iconic architecture, cultural amenities
and diverse lifestyles represents a prerequisite for urban economic development
(Gospodini, 2002; Sklair, 2005). This new interpretation of the relationship
between urban economy and urban culture and design helps to explain why so
many medium-sized cities have courted big-name architects and hosted events to
celebrate multicultural lifestyles.
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In today’s competitive world, city governments are expected to be aggressive and,
more importantly, creative in their efforts to achieve economic development. A
well-designed package of business incentives may boost one city’s chances of
attracting private capital investment, but when most other cities offer the same,
such initiatives may not stand out. Ever more urban politicians talk about the
economic value of culture, the arts, history and green space, as well as that of
high-tech industries. Such politicians focus on these traditionally non-economic
factors not only because of their direct contribution to urban economic
development but because of their role in attracting talents who might play a key
role in future economic growth.
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Part Three
The national 
economy and 
capital cities in 
developing countries

Large cities in developing countries have been understood and examined through
the notion of “third world urbanization.” Generally, the third world urbanization
literature views such cities as problematic and plagued with a series of crises,
including: economic hardship, government failure, historical conflict and natural
disaster in the urban South (Robinson, 2006; Simone, 2004). David A. Smith
(1996: 2) notes that “the sights, smells, sounds and faces” of Calcutta, Jakarta,
Lagos, Lima and other rapidly growing cities of poor countries have dominated
academic writings on urban changes in Africa, Asia and Latin America. Alongside
these sensory-rich empirical accounts of urban problems, Marxist urban critiques
have pervaded studies of third world cities since the early 1980s. Influenced
heavily by the dependency/world-system perspective, Marxists, through compara-
tive analyses of third world cities, have pointed to dependent or peripheral urban-
ization as a major cause of massive poverty (Roberts, 1978; Timberlake, 1985).

Pessimism aside, such third world urbanization literature has suffered a funda-
mental disconnection from some of the latest theoretical developments in urban
studies. Although third world urbanists have led the field in viewing urban changes
from a global perspective (Davis and Tajbakhsh, 2005; Smith, 2003), their efforts
have not been translated into more recent researches on the urban impact of
globalization. Simply put, their work has not received due credit by the newly
emerging world-cities research, in which third world cities remain largely
invisible. Part Three deals with urban economic change in the developing world
and related academic views and writings.

In Part Two, we examined various urban policies attempted by city governments
in the developed world with the goal of overcoming the effects of deindus-
trialization and eventually improving their cities’ competitiveness in a globalizing
economy. Governments of large cities in the developing world also attempt to



overcome various internal and external constraints, but different ones from those
in the developed world. It is difficult to gauge which of the two types of
government face the more difficult task. Urban scholars have so far struggled to
produce comparative research on urban policies across the Atlantic (Savitch and
Kantor, 2002), making it almost impossible to undertake a comparative analysis
of large cities in the developed world and those in the developing world.

Chapter 8 reviews existing studies of large cities in the developing world and their
urban problems. Chapter 9 examines the world-city projects that many national
governments of the developing world have launched in the hope of “putting their
cities on the map.” In Chapter 10, we critically investigate the uneven nature of
globalization through growing inequalities in the large, globalizing cities of the
developing world.
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8 Third world 
cities

The common use of the term “Third World” reflects a lingering effect of cold 
war politics on underdeveloped countries. As the cold war ended more than 15
years ago, the term has become irrelevant and largely replaced by less politically
charged terms, such as the developing or less developed world, emerging markets
and the Global South. However, when addressing large cities in developing
countries, the term “third world urbanization” comes in handy. It is still used
widely in academic writings to conceptualize various urban issues in those mega
cities, ranging from squatters and overpopulation to street vendors and the
informal sector to polluted rivers and environmental sustainability.

In this chapter we review the existing studies of third world cities to assess what
has been written about their nature and their positions, in both the world and their
national economies. There is no single defining factor of third world city-ness. A
combination of assorted urban problems observed in most large cities of poor
countries has been used to define third world cities, much as the shared economic
characteristics of London, New York, and Tokyo have been used to define world
city-ness in world-cities research. This chapter examines the traditional notion of
third world cities, specifically looking at the conceptualization of mega cities and

Learning objectives

● To have a critical understanding of the studies of third world cities
● To understand population issues and policies in mega cities of the developing

world
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primate cities, while the following two chapters will highlight recent urban
changes observed therein. The first section of Chapter 8 reviews studies of third
world cities, which pre-date the recent explosion of writings on world cities and
their role in a global economy. In the second section, we identify the most
pronounced urban problems of the developing world, in which a disproportionate
share of the world’s mega cities are located. The third and final section looks at
primate cities and their role in the economic growth of their nations.

Third world cities in urban studies

Third world cities have been grossly under-theorized and frequently under-
emphasized in mainstream urban studies. As a result, many urban scholars – and
third world urbanists in particular – have called for serious scholarship on them
(Robinson, 2006; Smith, 2003). While the vast majority of urban dwellers are
found in third world cities, their urban experiences remain almost invisible in key
theories or concepts in urban studies, which instead show a clear bias toward the
cities of developed countries. If geographical imbalances continue, both in the
production sites of urban theories and in the populations of large cities, the current
field of urban studies may simply lose relevance.

Why does the “under-theorized and under-emphasized” problem persist, even
though it has been widely recognized? Despite criticism of the so-called lack of
research on non-Western cities, there already exists a sizable body of literature
on large cities in the developing world. The more likely problem lies in the fact
that much of the literature on the developing world exhibits a strong empirical
orientation and, therefore, a repetitive tendency in terms of research questions and
method. Simply put, the field needs more concerted efforts to theorize urban
economic changes in third world cities.

Another major problem in the studies of third world cities is a tendency among
urban scholars to de-emphasize or even ignore myriad personalities and char-
acteristics that individual third world cities have developed, focusing instead and
almost exclusively on the problematic aspects of those cities. Third world cities
continue to be analyzed through their relative lack of modernity, industrialization,
public services and, more recently, urban sustainability. Few academic efforts
highlight or theorize on cosmopolitan cultures, vibrant communities or urban
politics in the global urban South, perpetuating the assumption that such issues
should be reserved for the more developed North.

The weak presence of the third world urbanization literature in contemporary
urban studies should also be attributed to the highly limited geography of recent
world-cities research. Since this has focused almost exclusively on the “command
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and control centers” of a globalizing world economy, many third world cities, if
mentioned at all, are portrayed as places significantly marginalized from the
process of economic globalization (Grant and Short, 2002; Gugler, 2004;
Robinson, 2002). Their centuries of involvement with the wider world and the
resultant changes in their urban economies have been simply ignored in most
recent studies of world cities and globalization.

It is interesting to see how third world cities have been viewed and examined by
so-called “first world” urban scholars over the years. The fact that the vast majority
of empirical work in urban studies relates to either the United Kingdom or the
United States should not negate the enormous achievements that studies of
“Other” cities have made in expanding and deepening our understanding of the
relationship between cities and economies. Though always in the minority, many
urban scholars in earlier years wrote and taught about the urban histories,
economic bases and urban policies of various under-represented developing cities
that provide a better grasp of the multiplicity and complexity of urbanization
processes. Unfortunately, this body of research remains small, and its findings
contribute little to the theorizing work of urban changes.

A large number of studies on third world cities have been conducted and published
in various linguistic and national contexts, many of which prove more informative
than those conducted by non-local researchers. However, we limit our review to
studies of large cities in the developing world that have been documented in
English.

The questions that we attempt to answer include:

● How and in what context did American and European urban scholars realize
the importance of examining cities in the underdeveloped world of Africa,
Asia and Latin America?

● How have their assumptions and research questions changed in their
investigation of urban change in third world cities?

● What are the latest trends in the study of third world cities?

According to Diane Davis’s (2005) review of the history of American urban
sociology, US sociologists did not begin to study cities outside their national
borders until the mid-1950s. Many of the leading American sociologists of the
time were instead occupied with urban problems and industrial growth in
domestic cities. In 1955, the American Journal of Sociology devoted a special
issue to “world urbanism,” emphasizing the need for more intensive research into
non-Western cities and into comparative international urbanism in general
(Hauser, 1955). The issue includes three empirical studies of specific areas: great
cities in Southeast Asia (Ginsburg, 1955), population growth in Indian cities
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(Crane, 1955) and traditional farming communities in Yoruba cities of Nigeria
(Bascom, 1955).

These early writings offer a glimpse of both the limitations and the potential of
the third world-cities research of the 1950s. All three authors seem exceptionally
knowledgeable about their respective case study cities, setting a good example
for future generations in the discipline. Furthermore, their enthusiasm for
researching non-Western cities cannot be mistaken. However, the similarity stops
there. Ginsburg (1955) highlights two main characteristics of large cities in
Southeast Asia: primate cities and colonial cities. Comparing those cities to urban
centers in the US, he notes that, “to a very large degree, in Southeast Asia growth
is primarily in the great cities, where in the United States in the last three decades
at least, growth has been more rapid in the small and intermediate cities” (p. 457).
As for the colonial history of Southeast Asia, he states that, “more important, the
great cities were, and to a large degree still are, foreign creations, essentially alien
to the Southeast Asian landscape. Although several began as native settlements,
they developed as foreign exclaves on the margins of Asia, in much the same way
as did the plantation system and mining operations” (p. 458).

In his account of urban development in India, Crane (1955) places great emphasis
on population problems in large Indian cities. He points to administration, handi-
crafts and trade as major causes for development in pre-colonial Indian cities, but
“since the Europeans came, it has been modern industry” that has accelerated
urban growth (p. 463).

Compared to these two, Bascom (1955) seems more eager to revise the existing
notion of urbanism that is founded in Western urban experiences. In the Yoruba
of west Nigeria, large, dense and permanent settlements are economically based
on farming rather than manufacturing industries. He argues that these settlements
are in fact urban, despite their lack of industrial bases or the social heterogeneity
defined by Louis Wirth as a critical element of urbanism. Bascom concludes his
fascinating exploration of Yoruban cities (p. 453) with its implications for future
studies:

It is necessary at least to distinguish between industrial and nonindustrial cities
and between cosmopolitan and noncosmopolitan cities. It is also suggested that
the existence of a formalized government which exercises authority over the
primary groups and incorporates them into a political community may be more
useful than heterogeneity when applied cross-culturally, since it is less
subjective. It is hoped that these points may broaden the concept of urbaniza-
tion so that it is less dependent upon the historical conditions of western
urbanization and so that it can be applied more profitably to the study of the
urban centers of India and Southeast Asia.
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While Ginsburg recognizes characteristics of American frontier towns in South-
east Asian cities, Crane explores causes of over-population in Indian cities. In the
meantime, Bascom views Yoruban settlements as neither an earlier version of
Western cities nor as some uncontrollable problem, but as a new type of urbaniza-
tion that warrants closer examination. These not-so-subtle differences in how
Western urban scholars approach the developing world and their major cities
persisted over the next five decades, although the cultural and political biases that
earlier studies reveal have abated significantly.

Although such broad categorization runs risks of over-simplification and
omission, for the sake of comparison we can divide the third world urbanization
literature of the past fifty years into four general groups: empirical accounts of
urban problems; urban spatial analyses of third world cities; international political
economy approaches to underdevelopment; and finally recent literature on the
effects of globalization and neo-liberalism on the social and economic fabric of
large cities in the developing world. We review each in turn.

The first and the most established tradition in the study of third world cities is to
examine urban problems and attempts to solve them. This tradition has shown a
strong empirical orientation. The rich description of case study areas, based on
researchers’ extensive time and efforts in the field, emerges as the undeniable
strength of this category of literature. Some focus on one or more cities within a
country or region to review their historical development, including pre- and post-
colonial periods (Amirahmadi and El-Shakhs, 1993; de Blij, 1968; Harris, 1978;
Tarver, 1994). Meanwhile, others cover a wide range of cities with diverse urban
experiences (Bryceson and Potts, 2006; Gugler, 1988 and 1996; Kasarda and
Parnell, 1993; Oberai, 1993; Rakodi, 1997; Seabrook, 1996). For example, one
edited book on African cities (Rakodi, 1997) addresses challenges of urban Africa,
ranging from overpopulation to residential property markets to health problems.
Such edited books, which offer extensive coverage of cities and their problems,
have helped to shape a widespread perception in urban studies that third world
urbanization literature excels in empirical detail, but lacks theory.

The second group of studies represents a rather short-lived tradition of the 1960s
and 1970s when some academics (mostly geographers) attempted to draw
generalized spatial patterns of urban structure in the underdeveloped world
(Friedmann, 1966; McGee, 1967; Taaffe et al., 1963). Not all of them used the
then newly emerging spatial modeling methods, but some did, in order to test their
sophisticated analysis techniques in third world cities. Pointing out the fact that
almost all existing urban models, such as the concentric model and the central
place theory, were based on Western urban experiences, they attempted to
generalize distinct land-use patterns and residential segregations across the third
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world (Lowder, 1986). Taaffe et al.’s work (1963) on Ghana and Nigeria helped
to illuminate the impact of colonial transportation networks on national urban
hierarchies, as well as the roles of major African cities in the international context.

The third tradition refers to an academic endeavor in the 1980s to interpret third
world urbanization in the context of the capitalist world system, led primarily by
students of dependency theory and world system theory (Chase-Dunn, 1985;
Potter, 1992; Roberts, 1978; David A. Smith, 1996; Timberlake, 1985). Placing
major cities of developing countries in the international division of labor, Marxist
scholars link problems of poverty, the informal sector and overpopulation to the
imposed structural features of an inherently unequal capitalist world economy. In
other words, they reject the idea that various urban problems observed throughout
the South attest to a socio-political failure, by governments or their populaces, to
embrace Western technologies, values and economic systems, as suggested by
modernization theorists. Instead, they posit that underdevelopment in third world
cities has resulted from the unfairly structured trading systems and production
networks between the developing and the developed worlds. Building on Andre
Gunder Frank’s “satellite–metropole relations” in the world economy (Figure 8.1),
terms like “dependent urbanization” and “(semi-)peripheral urbanization” have
been used to theorize urban problems and transitions in the poorest and most
populous cities of the world. While being praised for taking an international
political-economic approach to urban poverty issues in third world cities,
dependency and world system theorists have been criticized for their neglect of
diversity within the developing world. As they put too much emphasis on con-
vergences between third world cities, they have almost lost sight of divergences
originated in place-specific characteristics.

The fourth and the most recent tradition of third world cities research examines
the impact of globalization on major cities of the developing world (Grant and
Nijman, 2002; Grant and Short, 2002; Gugler, 2004; Keyder, 2005; Logan, 2002;
Roberts, 2005; Segbers, 2007; Ward, 1998). Built on decades of accumulated
knowledge of third world cities, collected from diverse academic traditions, this
latest trend engages in various theoretical debates on urban studies and the social
sciences in general, and offers strong empirical groundings. Working to fill in the
theoretical and empirical gaps between third world-cities research and world-cities
research, they argue that the geography of world-cities research must be more
globalized to include Africa, Asia, Latin America and other less researched parts
of the world. In their comparative historical analysis of Accra and Mumbai, for
example, Grant and Nijman (2002) identify the emergence of different business
centers responding to different global forces, such as past colonialism and more
recent foreign investment. Keyder (2005) focuses on the growing trend of social
polarization in Istanbul as the city undergoes a massive spatial restructuring under
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neo-liberal, globalization-friendly economic policies. Another example of the new
studies of third world cities can be found in Jennifer Robinson’s (2006) work on
Johannesburg, a city laden with overwhelmingly negative stories. Taking on both
globalization and the development of its ragged economy, notes Robinson,
Johannesburg works to build an African world-class city which preserves its
African cultural integrity and utilizes its network of African connections.

Although still prominent, the gap between third world-cities research and world-
cities research has narrowed as the body of literature examining the interplay of
globalization and non-Western cities expands. A growing number of edited books
focus on the urban impact of globalization in large cities across the developing
world (Grant and Short, 2002; Gugler, 2004; Öncü and Weyland, 1997). In
addition, some publishers have launched new series on the world cities of Buenos
Aires (Keeling, 1996), Havana (Segre et al., 1997) and Tehran (Madanipour,
1998), whose documented historical relations with the outside world were not
readily available in English before.
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Figure 8.1 Satellite–metropole relations in the world economy

Source: Potter et al. (1999: 65)



David A. Smith (2003: 122), whose take on “urbanization in the world economy”
perspective certainly pre-dates the current world city system research, offers
highly valuable insights into the renewed connection between world-cities
research and third world-cities research:

While the notion of a “global city system” may imply a return to a focus on
those “chain(s) of metropoles and satellites” reaching deep into the peripheral
regions of the world-economy that A.G. Frank described many years ago, in
fact the swelling cities of the poor in “the South” tend to be both under-
theorized and understudied. For a variety of reasons, the focus of much of the
“global cities” research is on the dominant command centers near the apex of
the urban hierarchy; attention falls off as we move toward cities near the
bottom. The unfortunate result is that the massive changes and growing prob-
lems of these megacities are only addressed in descriptive studies based on
theoretically eclectic frameworks (Gugler 1996, 1997). The careful attention
on the urbanization/underdevelopment dynamic, stressed by the urbanization
in the world-economy’s notion of “dependent urbanization,” is missing. The
challenge to revitalize this neglected intellectual space is particular pressing.

Mega cities in the developing world

The past few decades have witnessed a sharp contrast in population trends
between major cities in the developed world and those in the developing world.
While populations decline in developed big cities through decentralization and
suburbanization, large cities of developing nations have seen their populations
grow through centralization and rural–urban migration – although many non-
economic causes, such as political conflicts and natural disasters, also contribute
to the rapid population growth in some third world cities. As a result, most of the
largest and fastest-growing cities can be found in the developing world. What is
more, their populations grow in direct proportion with the wholesale expansion
of urban slums, one of the most threatening features of the global urban South
(UN-HABITAT, 2003). This section looks at the growth of mega cities, truly large
cities with more than 10 million inhabitants, in the developing world.

Table 8.1 lists the cities that have already reached, or are projected to reach within
the next decade, the staggering population figure of 10 million. It is more accurate
to describe these mega cities as city regions since the expansion presses outwards
as well as upwards. There are some urban areas that act as coherent city regions
but fail to claim this distinction because urban growth crosses different admini-
strative boundaries (Hall and Pain, 2006). For example, at the beginning of the
twenty-first century, the administrative area of Greater London has a population
of approximately 7.5 million, but the population of the wider metropolitan areas
reaches between 12 and 14 million. Table 8.1 tends to ignore city regions like
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London. But even with this understanding, the developing world clearly domi-
nates the recent growth of very large city regions. In 1950 only the populations
of New York and Tokyo had passed the 10-million mark. By 2005, the list of mega
cities had increased to 20, 16 of which were located in the developing world
(Figure 8.2).

Furthermore, the UN-HABITAT (2006–7) sees a new trend in urbanization, as
“meta cities,” massive conurbations of more than 20 million people – above and
beyond the scale of mega cities – are now gaining ground in Africa, Asia and Latin
America. The list of potential meta cities by 2015 includes Mumbai, Delhi,
Mexico and São Paulo as well as Tokyo, the world’s most populous city for the
past three decades. The dynamics of population growth in meta cities and mega
cities result largely from high levels of rural–urban migration. Large urban
agglomerations in the developing world serve as magnets for large-scale move-
ment from the country to the city.

Savitch and Kantor’s (2002) fourfold typology of the relationships between
population and economic change helps us understand population-related problems
in mega cities in the developing world (Table 8.2). In the developed world, many
former industrial cities experience economic distress and population loss, while
some booming high-tech cities, such as Austin, Texas, simultaneously enjoy both
fast population growth and economic prosperity. Mega cities in the developing
world, in contrast, experience large population gains without the rapid economic
growth needed to support the increased population. This is labeled “impaction”
in the table, as it occurs when people move off rural land in search of better
opportunities and fail to find them. Migration into the largest city in the country
is often accompanied by poorer living conditions and unemployment, resulting in
“impoverished growth.” Most mega cities in the developing world have experi-
enced impoverished growth for decades, prompting their national governments to
implement assorted “national urban development strategies,” aimed solely at
curbing rural migration flows to leading cities (Richardson, 1981).

The sheer size and growth rates of mega cities tend to overwhelm the carrying
capacity of urban infrastructure. The inability of housing markets to meet the ever-
growing demand leads to the massive expansion of slum settlements (Plate 8.1).
Slums emerge as a distinct and dominant form of settlement in mega cities of the
developing world. Table 8.3 shows that more than 2.9 billion people currently
reside in urban areas, almost 2 billion of whom are in cities of the developing
world. Of those urban residents in the developing world, almost 850 million, 42.7
percent, are indeed slum-dwellers. UN-HABITAT (2006–7) predicts that the
world slum population will reach the 1-billion mark in 2007 and that the vast
majority will be residents of third world cities. Urbanization has become virtually

126 • The national economy and capital cities



To
ky
o

O
sa
ka

Be
iji
ng

Sh
an
gh
ai

M
an
ila

Ja
ka
rta

D
ha
ka

Ko
lk
at
a

M
um

ba
i

D
el
hi

Ka
ra
ch
i

M
os
co
w

C
ai
ro

La
go
s

Sã
o
Pa
ul
o

Ri
o
de

Ja
ne
iro

Bu
en
os

A
ire
s

M
ex
ic
o
C
ity

N
ew

Yo
rk

Lo
s
A
ng
el
es

Fi
g
ur

e
8

.2
Lo

ca
tio

n
of

m
eg

a
ci

tie
s

in
2

0
0

5

So
ur

ce
:

U
ni

te
d

N
a
tio

ns
(2

0
0

5
)



128 • The national economy and capital cities

Table 8.2  A typology of economic and population changes in cities

Economic change

Prosperity Distress

Population 
gain growth impaction

(new-age boom towns, (impoverished growth, squatter 
high-tech corridors, edge cities) villages)

loss dedensification decline
(renewed CBD, luxury high-rises, (hollowed-out CBD, derelict, 
gentrified and/or stable high-crime neighborhoods)
neighborhoods)

Source: Savitch and Kantor (2002: 10)

Plate 8.1 Deteriorating housing conditions in Kolkata (Calcutta), India



synonymous with slum growth in the poorest parts of the world, especially in sub-
Saharan Africa and South Asia, where annual slum and urban growth rates are
almost identical.

Along with slum settlements, the expansion of informal sectors represents another
defining feature of a mega city with a large and fast-growing population. The
informal economy can be roughly defined as a group of economic activities not
regulated by the government. Such activities range from illegal, criminal jobs
(narcotic traffickers or prostitutes) to small-scale manufacturers and retailers
(such as street vendors) to garbage collectors, home builders and tool repairers –
yet, most academics distinguish the unregulated production and distribution of
otherwise licit goods and services from those conventionally labeled criminal
activities (Table 8.4). The informal sector is not autonomous from the formal
sector, as the two sectors intersect through subcontracting, franchising and labor
and capital flows (Potter and Lloyd-Evans, 1998). Indeed, the boundaries of the
informal economy substantially vary in different societies and historical circum-
stances, as informality reflects not so much the intrinsic characteristics of
activities as the social definition of state intervention (Castells and Portes, 1989).
Even though informal sector employment exists in any and all types of society, it
especially flourishes within societies marked by underdevelopment and, more
specifically: poor governance, lagging modern private businesses, high unemploy-
ment rates and scant or non-existent social safety nets in African, Asian, and Latin
American societies.
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Table 8.3  Urban and slum population in the world, 2001

Total Urban Percentage Slum Percentage 
population population urban population slum
(thousands) (thousands) (thousands)

World 6,134,124 2,923,184 47.7 912,918 31.2

Developed 985,592 753,909 76.5 45,191 6.0
Regions

Developing 4,865,893 1,988,093 40.9 849,013 42.7
Regions

CIS* 282,639 181,182 64.1 18,714 10.3

Note: * The Commonwealth of Independent States, consisting of 11 former Soviet republics

Source: UN-HABITAT (2006–7)



In fact, the informal sector accounts for about a quarter of urban jobs in Latin
America, 61 percent in Sub-Saharan Africa and 40 to 60 percent in Asia
(excluding relatively developed East Asian countries) (Sethuraman, 1997). Some
Asian cities report strikingly high estimates of informal employment: 65 percent
in Dhaka, 65 percent in Jakarta, 50 percent in Metro Manila and 49 percent in
Bangkok. What is worse, these numbers have been growing quickly in recent
years, thanks to poor governance and the resultant fragility of the public and
formal sectors.

There has long been a divide among policy-makers and academics regarding how
governments should approach the informal sector. Some argue such numbers as
those presented above offer overwhelming evidence of a correlation between
informal employment and urban poverty. In other words, governments of third
world cities should tackle the informal sector, since it undermines the capacity of
the formal sector, namely the state and the modern private sector, to generate
adequate employment and tax revenues. Others make a counter-argument that,
since small-scale industrial, handicraft and repair establishments make up the core
of the informal sector, governments should support these enterprises with tech-
nical assistance, training and credit. The International Labor Organization (ILO)
has been an ardent advocate of sustained and increased governmental support for
informal work, as it sees informal occupations as ways for the poor to get by when
neither corporations nor governments can provide sufficient employment for the
expanding population (Bromley, 1993). De Soto (1989) points to the high produc-
tivity of the informal sector and its positive role in generating incomes and
satisfying the basic needs of the poor, although his policy suggestions of
deregulation and privatization are quite the opposite of the ILO’s.

In reality, most governments of developing countries have attempted both to
police and to assist informal economies. They do not want to lose control over the
economies of their leading cities, which have become increasingly informalized.
At the same time, they see the informal sector creating jobs for poor residents
who otherwise would be unemployed. With a little help from the government,
petty enterprises in slum areas could create considerably more jobs for slum-
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Table 8.4  Types of economic activity

Process of production and distribution Final product Economy type

licit licit formal
illicit licit informal
licit or illicit illicit criminal

Source: Castells and Portes (1989: 14)



dwellers and especially newly arrived rural migrants who might not have many
marketable skills.

Of late, however, neo-liberal policies have imposed significant reductions in state
capacity both in regulating the informal sector and in subsidizing it. This trend,
accompanied by massive cuts in public expenditure, has pervaded most develop-
ing countries, particularly the poorest of the poor in Africa. As the public sector
continues to falter in sub-Saharan Africa, according to King (2001), many formal
workers, such as public schoolteachers, need to find second or even third jobs in
the informal sector to earn living wages. This may not sound so bad, as some
formal sector workers take on additional income-generating activities in difficult
times. However, as ever more schoolteachers take on jobs outside the schools, the
quality of teaching in those schools might suffer. If that is the case, the expansion
of the informal sector in mega cities may hurt, not help, the formal sector and the
future of the society in general.

Informal economies and shanty towns rise in response to market failures and
weakly funded public programs. The rate of population growth, in association
with lax environmental controls, also generates mounting concerns over environ-
mental pollution and public health (Plate 8.2). Water and air pollution most
seriously afflict the poorest neighborhoods of rapidly growing mega cities. The
lack of clean water, for example, is the main cause of infant mortality in the mega
cities of the developing world.
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Plate 8.2
Water pollution 
in Delhi, India
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Case study 8.1

Mega cities: decoding the chaos

The mega cities of the developing world are new, strange things. Their sizes and
densities stagger the mind. Mumbai, for example, now holds 18 million people, two-
thirds of whom live in neighborhoods where population density reaches a million people
per square mile (Mehta, 2004). Lagos is another prime example of a mega city in the
developing world. In 1950, when it was the capital of the British colony of Nigeria, the
population was less than 300,000. By 2010, the population is estimated to reach 20
million, making it one of the largest cities in the world. Migration from throughout West
Africa keeps the city’s average annual growth rate at 6 percent. Over 500,000 people
move to Lagos every year, a wave of rural–urban migration that seems unlikely to
subside.

This level of immigration outweighs the ability of a formal economy or housing market
to accommodate the city’s population. The result is a city dominated by the informal
and illegal economy and squatter settlements. While some see the city as a stunning
example of ordinary people’s ability to cope and as a source of endless entrepreneurial
activity (Neuwirth, 2004), others see it differently: “The vibrancy of the squatters in
Lagos is the furious activity of people who live in a globalized economy and have no
safety net and virtually no hope of moving upward” (Parker, 2006: 65).

The rate of growth has, in a way, overwhelmed the city. Unlike many cities where slums
are distinct from elite areas, illegal settlements and informal markets have engulfed most
of this city. The problems are exacerbated by its political system. A series of kleptocratic
regimes has impoverished the entire nation. Wealth is unevenly distributed while the
incomes of those in the middle shrink as costs outpace wages. Corruption is rife and
civil society is dominated by economic relations where the powerful and rich control the
weak and poor. Most people work for someone else, paying him or her a cut from his
or her income.

Conflicting interpretations abound. Lagos as a new urban order: people making their
way without the benefit of a functioning urban government. Lagos as dystopia: massive
population growth, paired with a shrinking economy and an inefficient public sector,
lead to urban destitution. As one local politician noted, “[W]e’re sitting on a powder
keg here. If we don’t address this question of economic growth, and I mean vigorously,
there is no doubt as what’s going to happen here eventually. It’s just going to boil over”
(quoted in Parker, 2006: 75).



It naturally follows to ask which policy measures have been proposed to tackle
the issue of population growth in third world cities. International development
agencies, such as UN-HABITAT, have long asserted that population growth in
third world cities is excessive, and that it has been caused, or at least aggravated,
by the failure of governance at the national and local levels. The massive migra-
tion flows from rural areas, which have largely contributed to population growth
in most third world cities, indeed reflect government failure in agriculture, rural
development and balanced national development. Even more obvious is the
governmental failure regarding housing and living conditions in informal
settlements and slums, where most newly arrived rural migrants are likely to settle
and from where existing residents never seem to gain mobility to better neigh-
borhoods.

It is not that national and urban governments of third world cities have not tried
to tackle the population and housing problems. Indeed, there have been plenty of
efforts, many of them put forward by international development agencies and their
experts. National governments across Asia and Africa once implemented a very
similar set of stick-and-carrot measures aimed at enforcing family planning,
restricting rural–urban migration and eradicating urban slums, but few proved
effective in stemming urban population growth. In fact, most third world cities
experienced explosive population growth while their governments implemented
these policies. Accusations abound, but national governments in the developing
world are often singled out for blame, with serious questions raised about their
willingness and capacity to gain effective control over urban populations in mega
cities.

With the effectiveness and efficiency of those direct interventionist policies in
question, some have argued for an accommodation-oriented approach to popu-
lation growth in third world cities (Findley, 1993). Accommodationists first point
out that explicit attempts to alter the migration patterns or growth rates of specific
cities rarely achieve the intended result, and that rural migrants should be viewed
as part of the solution, not the problem. They instead call for stronger policies to
incorporate marginal populations of rural migrants and slum-dwellers into the
city by fostering positive contributions of the informal sector and subsidizing the
improvement of housing conditions in slums.

While many academics puzzle over population problems in the mega cities of poor
countries (e.g., Tarver, 1994), others focus on emerging trends related to economic
globalization. The assertion by Grant and Nijman (2002: 323) that “many cities
in the less-developed world have moved through four historical phases: the pre-
colonial, the colonial, the national and the global” rings particularly true for the
large city regions, many of which have grown from colonial points of command
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to national economic centers and more recently to international gateways in their
nations. Mega cities of the developing world attract national headquarters of both
national and global companies. They are the sites of export-oriented production
as well as platforms for the market penetration of foreign and transnational
companies. When studying changes in Jakarta, Indonesia, researchers Dick and
Rimmer (1998) point to the emerging urban forms, such as the gated communities
of multinational real estate developers, as evidence of converging trends between
Southeast Asian cities and North American ones. They do not deny the dis-
tinctiveness of Southeast Asian cities in the urban development history, but they
do question labeling those cities as “third world.” In the age of globalization, many
third world cities increasingly gain elements that were previously exclusive to
world cities.

There are exceptions to this general rule, though. Short (2004a), for example,
identifies what he terms “black holes” and “loose connections” in the global urban
networks. Some very large cities, such as Pyongyang in North Korea, remain only
loosely connected to these trends of economic globalization. Still, in general, the
mega cities of the developing world have become new production centers of the
global economy and important sites for both cultural and economic globalization.

Primate cities

Mark Jefferson first identified the primate city in 1939. He argued that “in the
early stages of a country’s urban development, the city that emerges as larger than
the rest develops an impetus for self-sustaining growth that enables it, over time,
to attract economic and political functions to the extent that it dominates the
national urban system” (quoted in Pacione, 2001: 79). The law of the primary city
generally applies when the largest city houses a disproportionately large number
of its nation’s total population. A primate city, in common usage, refers to a city
that accommodates more than twice the population of the next-largest city in the
nation. The primary index of a city is calculated by dividing the population of the
largest city by that of the second largest. Jefferson stressed that a primate city
generally dominates the national economy of its country as much as its national
urban hierarchy.

Primacy is not restricted to the developing world. Table 8.5 notes the existence of
primate cities in both the developed and developing worlds. Paris and London,
for example, are far and away the largest cities in their respective countries, both
claiming primary indices greater than 7. Both cities dominate their respective
countries: they hold the seats of government, they represent the centers of
economic and social power, and they house the social elites as well as the vast
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majority of advanced producer services. The phrase “Paris et le desert Français”
sums up the situation. The size of Paris and London in part reflects their colonial
past: they served as imperial centers for empires that stretched around the world.
While the colonies have disappeared, these urban centers retain their size and
continue to dominate their national economies.

Arnold Linsky (1965) suggests that primacy is particularly evident in those
countries with small areas, relatively large populations, low per capita incomes,

Third world cities • 135

Table 8.5  Examples of primate cities

Country (year**) Largest city Second-largest city Primacy 
(population, (population, index
in millions) in millions)

Africa:
Egypt Cairo (6.8) Alexandria (3.3) 2.1
Nigeria (1991) Lagos (13.0) Ibadan (3.0) 4.3
Kenya (1989) Nairobi (1.3) Mombasa (0.4) 3.2
Senegal (1999)* Dakar (1.9) Thies (0.3) 7.7

Asia:
Iran (1996) Tehran (6.8) Mashhad (1.9) 3.6
Iraq (1987) Baghdad (3.8) Mosul (0.6) 6.3
South Korea (1995) Seoul (10.2) Pusan (3.8) 2.6
Thailand (1999)* Bangkok (7.5) Nanthaburi (0.4) 18.7

Eastern Europe:
Bulgaria Sofia (1.1) Varna (0.3) 3.9
Hungary (1999) Budapest (1.8) Debrecen (0.2) 9.0

Latin America:
Argentina (1991)* Buenos Aires (11.2) Córdoba (1.2) 9.3
Cuba (1998) La Habana (2.1) Santiago de Cuba (0.4) 5.2
Mexico (1990)* Mexico, City (15.0) Guadalajara (2.8) 5.3
Peru (1993)* Lima (6.3) Arequipa (0.6) 10.5

Developed World:
France (1990)* Paris (9.3) Lyon (1.2) 7.7
Japan (2000)* Tokyo (8.1) Yokohama (3.4) 2.4
UK (1996) London (7.0) Birmingham (1.0) 7.0

Notes: * Population data are collected for the “urban agglomeration,” while all other countries’ data are
for the “city proper”
** Population data for the latest available year

Source: Based on data from United Nations (2006)



export-oriented and/or agricultural economies, colonial histories and rapid rates
of population growth. These conditions pervade the developing world. Not all
developing countries, of course, exhibit urban primacy. China, Brazil and India,
for example, are large countries with many large cities but not one dominant city.

Still, urban primacy remains a distinct feature of many national urban systems in
the developing world. Table 8.5 lists examples from around the world, using the
most recent United Nations data as a shared datum point (more recent data should
be available on a case-by-case basis). Take the example of Mexico, where the
urban primacy index of Mexico City is 5.3, as it is so much larger than the next-
largest city, Guadalajara. Almost one in every five Mexicans lives in the Mexico
City Metro region. Similarly, Lima, Peru, claims an index of 10.5. Out of a total
population of over 25 million, almost 6.5 million live in the Lima Metro area. In
Uruguay, one out of every two people lives in the primate city of Montevideo. In
Thailand, the primacy is even more marked, with the dominant capital city of
Bangkok (7.5 million) having more than 18 times the population of the next-
largest city, Nanthaburi (481,000).

But what are the economic effects of urban primacy, both in the primate city itself
and in the rest of the country? There are two competing schools of thought. Some
argue for the notion of primate cities as generators of economic growth. While
agriculture, which provides limited opportunities to the masses, dominates the
rural areas, primate cities offer centers of economic and social opportunity. They
house the more dynamic sectors of manufacturing, and more recently they have
attracted service sector employment. As nodes of the global economy, they
provide opportunities – the benefits of economic globalization. The wider
provision of public service also provides a stronger social net for the weakest and
poorest. This viewpoint sees the primate city as the outcome of agglomeration, as
sheer size and activity pull additional residents to the city, and provide a platform
for economic growth and social progress. Although Bangkok houses only about
14 percent of the country’s population, it brings in 30 percent of the country’s
national income. Meanwhile, the extended metro region accounts for close to 40
percent of Thailand’s GDP. Of the 11 major universities in the country, eight reside
in the capital.

On the other hand, some see primate cities as a net drag on economic growth. The
incredible concentration of people produces an exponential increase in negative
externalities such as overcrowding, inefficient use of national space and
underutilization of alternative urban areas. The pull of the primate city skews
growth and development to only one city. The terms “overurbanization” and
“hyperurbanization” embody this gloomy view of primate cities’ effect on
economic growth. This school of thought emphasizes the negative impacts of
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accelerated growth, including the exhaustion of environmental resources. In
Bangkok, gross overcrowding of roads makes it common for people to spend up
to three hours a day commuting. Air pollution and water pollution not only
diminish the quality of life but seriously threaten health.
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Case study 8.2

Third world cities in the league table of quality of life

Cities are rated for various attributes by various institutions. The indicators used in rating
are as diverse as the cities. For American cities, Places Rated Almanac was a popular
and useful reference in the 1980s and 1990s for those considering a move to another
city. Now, the widespread use of internet research has prompted rating agencies to
tailor ranking indicators to specific purposes, such as retirement, investment and even
death – in effect, the quality of healthcare.

Some consulting agencies, such as the Economist Intelligence Unit (EIU) and Mercer
Human Resource Consulting, now conduct annual surveys of urban living conditions on
a global scale. Although international organizations such as the United Nations have
made efforts to rank cities, not nations, in terms of slum, housing and informal sector
jobs (UN-HABITAT, 2006–7), private companies evaluating a large number of
international cities in terms of their quality of living remains a new phenomenon. The
primary users of these survey reports are the multinational firms that regularly place
employees on international assignments. In the survey, cities are evaluated and ranked
on quality-of-living criteria that include political stability, crime, sanitation, air pollution,
educational system, transportation and climate, among others. The EIU’s global urban
ranking is often used as a reference by multinational firms to assess “hardship
allowance,” or premium compensation paid to expatriates who would encounter harsh
living conditions during international assignments.

As Table 8.6 shows, the world’s most desirable places to live are all located in
developed countries, particularly Northern Europe as well as North America (Canada
in particular) and Oceania. In the meantime, most third world cities rank among the
worst places to live and, therefore, places for expatriates to avoid at all costs. Baghdad
remains the world’s least appealing place for multinational firms’ employees. The ratings
for cities throughout Africa still rank very low, as they fill the bottom of the league table.
The objectivity of the criteria used for ranking the cities can always be questioned.
However, it should be noted that in the age of globalization, multinational firms still
have a hard time finding expatriates willing to move to many third world cities.
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While economic opportunities and better access to public services attract migrants
to primate cities, the high level of concentration produces negative externalities
that may eventually outweigh the benefits of urban agglomerations. The long-term
net outcomes will vary by city and by country. In some cities, urban planning
measures, regional policies and centrifugal growth may lead to a geographical
spread of economic activity and political influence. In others, the cities seem to
suffocate by their own growth. At present we need more detailed studies of the
costs and benefits of primate cities.

Further reading

Davis, Diane E., 2005, “Cities in global context: a brief intellectual history,”
International Journal of Urban and Regional Research, 29(1), pp. 92–109. This
article critically reviews the current wave of writings on cities in the global
context, as they seem to ignore the earlier generation of scholarship on third
world cities that made considerable progress in examining cities in the global
political and economic dynamics.

Drakakis-Smith, David, 2000, Third World Cities, London: Routledge. Drakakis-
Smith made a significant contribution to the study of third world cities,
particularly in Africa and Asia. This posthumously published book reviews
development, population growth, employment, environment and planning and
management issues of third world cities.

Robinson, Jennifer, 2006, Ordinary Cities: Between Modernity and Development,
New York: Routledge. A very important book that challenges the established
view of third world cities as an object for developmentalist intervention. While
arguing for an ordinary-city approach in urban studies, Robinson seeks out more
cosmopolitan resources for building a post-colonial understanding of cities.

Timberlake, Michael, ed., 1985, Urbanization in the World-Economy, New York:
Academic Press. The third and fourth sections of this book examine regional
implications and global patterns of urbanization in the context of the capitalist
world system.
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In an analysis of city ranking, Mercer’s website notes the widening gap between the
best and worst places: “In recent years, the gap between low-ranking and high-ranking
cities has widened. While standards have improved in some regions, there remains a
stark contrast between those cities where overall quality of living is good and those
experiencing political and economic turmoil.” International agencies such as UN-
HABITAT (2003), as well as many private consulting firms, widely recognize the
deterioration of living conditions in third world cities.



9 World city 
projects for 
national capitals

It is unfair and inaccurate to assume that, without any local agency, third world
cities have been passively integrated into the capitalist world economy or linked
into the global networks of production, financial capital and consumption.
Evidence of global forces present themselves in every corner of those cities,
whether through Nike’s overseas contractors, local Western Union agents, internet
cafés, International Monetary Fund resident representative offices or non-govern-
mental organization training centers. Still, people, communities and governments
in third world cities rework global forces on their own terms. In Chapter 6, we
reviewed the ongoing debate on localizing forces in globalizing cities in the
developed world. We now expand that debate to include those in third world cities.

In his ambitious project to synthesize the history of urbanization in China,
Friedmann (2005) stresses the dual aspect of Chinese urbanization: the country’s
hyperurbanization began only a short while ago; nevertheless, Chinese cities stem
from ancient origins. Given the recent and rapid integration of the Chinese
economy into the world economy, one might point to global forces, such as trade
and foreign investment, as the main causes of such radical change among large
Chinese cities, particularly on the east coast. Friedmann, however, warns against
this tempting interpretation, contending that “globalizing forces – economic,

Learning objectives

● To think about the significance of capital cities in the national economic
development of developing countries

● To understand national governments’ efforts to boost the global status of their
capitals

● To explore and compare different world city projects for third world cities



political and cultural – are accordingly viewed, not as the prime mover, but as
complementary to and intersecting with an endogenous dynamic” (p. 449).

Among various forces comprising “an endogenous dynamic,” this chapter focuses
on national governments’ efforts to improve their leading cities’ international
competitiveness. Governments in developing countries often take aggressive
approaches to win international recognition for their national capitals’world city-
ness or, at least, for their graduation from third world city status. Their world city
endeavors include bidding to host the Olympics or other high-profile international
sports competitions. Some undertake large-scale infrastructure upgrades, such as
urban mass transit overhauls or new international airports. Some governments
proudly announce plans to build the world’s tallest building in the city center.

Since their independence, most developing countries have made efforts to
modernize and, more recently, globalize their capital city as the centerpiece of
their economic development plans. During the 1960s and 1970s, “developmental
nationalism” materialized primarily in national capitals throughout the developing
world. They have been designed to function as their respective countries’ gateway
cities to the wider world. Despite the myriad urban problems reviewed in the
previous chapter, capital cities still symbolize national pride and express cultural
identity. The first section of this chapter examines the development of capital cities
in relation to various nation-building efforts made by national governments of
developing countries. In the second section, we focus on the South Korean
government’s efforts to make its capital city, Seoul, world class.

National economic development and capital cities

Not all capital cities are the largest in their respective countries, but many are,
especially in the developing world, where primate cities abound. Some capital
cities represent former seats of centuries-old kingdoms, and therefore their
urbanization roots pre-date colonial rule. In contrast, some capital cities grew
dramatically as administrative centers of colonial governments. The historical
processes of capital cities gaining economic dominance within their national
urban hierarchies differ vastly, yet we attempt to find some common ground
among large national capital cities in the developing world.

Peter Hall (1993) identifies seven types of capital city:

● Global capitals that perform supranational roles in politics and economics
(London and Tokyo).

● Capitals that were created solely as seats of government yet often lack other
functions, which remain in older, established and commercial cities (The
Hague, Washington, DC, Ottawa and Brasilia).
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● Former capital cities that have lost their role as seats of government but retain
other historic functions (Berlin, Leningrad and Rio de Janeiro).

● Former imperial capitals that often still perform important commercial and
cultural roles for the former imperial territories (Madrid, Lisbon and Vienna).

● Provincial capitals that once functioned as de facto capitals, sometimes on
a shared basis, but have now lost that role, retaining, however, functions for
their surrounding territories (Milan, Munich, Toronto and Sydney).

● Super-capitals that function as centers for international organizations
(Brussels, Geneva, Rome and New York).

● Multi-function capitals that combine all or most of the highest national-level
functions (London, Paris, Moscow and Tokyo).

Although Hall does not include any capital cities in the developing world as
examples of the multi-function capital category, many of them indeed perform a
combination of essential national functions in their respective countries. They
serve as centers of national politics, economy and culture, and possess historical
significance. For many capitals, the process of concentration and centralization
began under colonial rule, as colonial governments established a number of port
cities and administrative centers in Africa, Asia and Latin America. In the case of
Latin America, for example, 18 of the present 20 capital cities were founded
during the colonial period, and most of their populations grew dramatically from
an influx of European immigrants during and after their independence (Hardoy,
1993). Bogotá, Buenos Aires, Lima, and Mexico City were the four viceroyalty
capitals of the Spanish Empire during the nineteenth century.

Once independent, many of those former colonial capitals enjoyed inherited tran-
sportation and urban networks, allowing them to maintain a significant advantage
over other domestic urban centers, although some countries, notably Brazil,
Nigeria and Pakistan, launched new capital projects to negate this colonial legacy
(Holston, 1989). Table 9.1 lists selected examples of new capital projects under-
taken by newly independent governments. Some new capital projects symbolized
the elimination of colonial legacy. Others aimed to reduce population pressures
in former capitals so that their countries could achieve balance in terms of both
population distribution and regional development.

It is clear that new governments across Africa, Asia and Latin America configured
or reconfigured the internal structure of their capital cities, whether new or old,
to meet the economic and political needs of newly independent nations. They
adorned these redefined capitals with new national monuments and government
buildings. In his seminal book on the historical geography of primate cities in
Southeast Asia, McGee (1967) calls those cities “modern cult centres,” acknow-
ledging their roles as symbolic theatres of nationalism. Nationalism permeated
most post-colonial societies in the 1950s and 1960s, and the political will to build
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the “imagined community of a nation-state” (Anderson, 1983) inspired archi-
tecture and new civic design within capitals (Gottmann and Harper, 1990;
Sutcliffe, 1993).

Besides being the political center of newly independent nations, many third world
capital cities have served as catalysts of economic development. Almost all
developing countries have channeled the vast majority of public investment into
capital cities, leaving little for secondary cities and others further down the urban
hierarchy (Rondinelli, 1983). This, in part, explains why the primacy of capital
cities continued to rise in the second half of the twentieth century. Mega capital
cities reflect disproportionate economic, political, cultural and educational
investments made by national governments. As a result of the imbalance in
resources and power, despite various national and international programs to tackle
overpopulation problems, rural migrants flocked to the capitals. According to
Richardson (1981 and 1987), in the 1970s, many governments in Africa and parts
of Asia experimented with different population distribution policies, including
forceful relocation, but such efforts conflicted with national economic planning
policies that highly favored capital cities.

South Korea, a good example of an East Asian developmental state, fits this
paradoxical equation perfectly. Its national government has enforced, since the
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Table 9.1  New capital projects in the developing world since 1950

Year* Country Old capital New capital

1956 Brazil Rio de Janeiro Brasilia
1957 Mauritania** Saint Louis Nouakchott
1959 Pakistan Karachi Islamabad
1961 Botswana** Mafeking Gaberone
1963 Libya*** Tripoli/Benghazi Beida
1965 Malawi Zomba Lilongwe
1970 Belize Belize City Belmopan
1973 Tanzania Dar Es Salaam Dodoma
1975 Nigeria Lagos Abuja
1983 Côte d’Ivoire Abidjan Yamoussoukro
2005 Myanmar Rangoon Naypyidaw
2006 Palau Koror Melekeok

Notes: * The year when the new capital project was announce or approved
** Mauritania and Botswana did not have national capitals when they achieved independence
but rather colonial administrative headquarters outside national borders
*** Moved back to Tripoli in 1969

Source: adapted from Gilbert (1989: 235)



1960s, both decentralization policies on the capital city, Seoul, including a
greenbelt to prevent the city’s further expansion, and strategies for developing
peripheral regions of the country. Some growth pole centers were established far
away from Seoul to absorb rural migrants who otherwise would have headed for
the capital city (see Case study 9.1). At the same time, the South Korean govern-
ment continued economic development plans around Seoul, allocating a dis-
proportionate share of the nation’s infrastructural investment to the capital city and
its vicinity. Despite decades of effort to reduce population pressure on Seoul, the
metropolitan area still accounts for nearly half of South Korea’s total population.
This illustrates how the country’s centralized economic development strategies
dwarfed its policies for decentralization and redistribution of population. In the
1970s and 1980s, when South Korea was touted as a newly industrializing Asian
economy, Seoul led the national economy in manufacturing production. The city’s
economic structure has since shifted toward the service sector, particularly business
service, and Seoul’s share of the national economy is higher than ever (Kim, 1998).
Simply put, Seoul accounts for much of South Korea’s economic success.

As national economic centers, capital cities are major destinations for foreign
investment. Capitals and other big cities throughout the South are integrating
increasingly into the global production and marketing networks of multinational
corporations, although more than three-quarters of the world’s foreign investments
land in developed countries. Foreign companies tend to favor capital cities over
other urban centers because of their better infrastructure, geographical proximity
to government offices and larger pools of skilled labor. The growing presence of
global companies in developing world capitals can affect their local property
markets, which respond to the new demand with high-rise office buildings, five-
star hotels, upscale residential areas and international airports.

In his research on foreign corporate activities in Ghana, Grant (2001) notes the
uneven spatial effects of foreign investment on the national urban hierarchy.
According to his survey, 84 percent of all foreign companies established in Ghana
are headquartered in Accra, the capital city. Kumasi is the second-largest city, yet
it hosts a mere 9 percent of all companies investing in Ghana. Grant points to the
Ghanaian government’s promotion of the capital city as an economic growth pole
as the main reason for Accra’s predominance in foreign company activities. This
policy dates back to the early independence era, but similarly, for the past two
decades under the liberalization regime, the government has given top priority to
modernizing the physical infrastructure of Accra. Based on interviews with
foreign companies, Grant concludes that access to the major international tran-
sportation hubs, both sea and air, as well as proximity to financial and govern-
mental institutions, drove foreign companies to establish headquarters in Accra.
The Ghanaian capital perfectly illustrates how the national economic dominance
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Case study 9.1

Growth pole theory

French economist François Perroux introduced the concept of the growth pole, “pôle de
croissance,” in 1955. It was simply defined as a “propulsive” industry used to innovate
and stimulate, as well as dominate, an array of linked industries. At the center of a
dynamic and highly integrated set of industries, a growth pole should generate various
economic benefits for participating firms through linkages and multipliers. Some of the
benefits would include innovations and information-based/knowledge-based relation-
ships as well as cost-based advantages (Chapman, 2005).

Initially an aspatial model conceived in abstract economic space, it became widely
adopted during the 1950s and 1960s as a spatial strategy for stimulating economic
development in peripheral or declining regions (Lasuen, 1969; Parr, 1999). Growth
pole strategies were used by many governments at that time to promote manufacturing-
led development, sectoral specialization and regional specialization, although their
planning and implementation processes and outcomes varied widely by region. In the
1970s, however, as economic difficulties faced by many formerly specialized industrial
cities mounted, the optimistic appeal of growth pole theory faded in regional planning
and regional development policy circles.

In developing countries, growth pole strategies have often been associated with
government efforts to correct overwhelming urban problems in primate cities. In order
to decentralize the national urban system, national governments have channeled public
investment into selected growth centers, located far from the primate, capital city. The
development of Chiang Mai in northern Thailand illustrates how central governments
design growth poles with the goal of reducing population pressure in the primate city
of the country and, in broader terms, achieving a balanced national development. Along
with decentralization, the spread effects and trickle-down effects of growth poles in the
regional economy have been used to justify development policies that funnel public
investment to selected growth centers, while leaving out the rest of the region and the
nation.

Growth pole strategies have been criticized for creating acutely uneven development
in developing countries that may already suffer from great inequalities among regions
and between urban areas and rural areas, often originating in colonial rule and export-
oriented economic structure. Instead of enjoying trickle-down effects from growth poles,
many rural areas and small and medium-sized cities suffer from continued drains on
investment capital, human capital and infrastructure.



of capital cities has accumulated over a long period of time, extending from pre-
colonial, through colonial, to national and global eras.

Many capital cities in developing countries now boast some of the world’s tallest
buildings, often viewed as signs of confidence and optimism among national
politicians, media and citizens alike. Anthony King (2004) makes a sophisticated
analysis of the geographical shift of the world’s tallest buildings from the US to
other parts of the world. In the first half of the twentieth century, skyscrapers were
identified solely with American modernity and corporate power. But in recent
years, Asian cities (especially capitals) have competed to build the world’s tallest
building and thereby demonstrate their own modernity and economic success.
King notes that “for reasons apparently mimetic of the United States, the specta-
cular high rise building has become a metaphor of modernity, if not worldwide,
at least in some postcolonial or ‘emerging’ nation states” (p. 12). Building the
world’s tallest building has come to be associated more with capital cities in
developing countries, particularly Asia.

Table 9.2 lists the world’s twenty tallest buildings in 2006. Fourteen are located
in Asia, only four in the US, one in the United Arab Emirates and one in Australia.
China’s southeast coastal cities, including Shanghai and Hong Kong, literally
tower over the rest of the world, symbolizing the recent integration of China into
the world economy and the economic prosperity it has brought to the region.
Besides these Chinese cities, Malaysia’s capital, Kuala Lumpur, houses several
internationally recognizable buildings (Plate 9.1). Its Petronas Towers were the
world’s tallest until Taiwan’s Taipei 101 went up in 2004. In addition to those twin
towers, Menara Telekom ranks twenty-sixth highest in the world. The Petronas
Towers were built as part of the “Vision 20/20,” a national development plan to
make Malaysia a developed nation by the year 2020. This nationwide mobilization
campaign projected that Kuala Lumpur, its major beneficiary, will become a
multimedia super-corridor and regional Islamic financial center, as well as a
regional education center (Bunnell, 2004; Yap, 2004). The plan reinvented the
capital city. In addition to those tall buildings, a new international airport, a new
administration center with clustered government offices and high-tech parks all
cropped up. Although the 1997 financial crisis sparked serious concerns about the
effectiveness of the Vision 20/20 campaign, Kuala Lumpur’s symbolic high-
reaching makeover has attracted a great deal of international media attention.

Graduating from third world city status

The pursuit of world city status for capital cities stands out among political tactics
to boost the global standing of a nation. No country has been more successful in

146 • The national economy and capital cities



World city projects for national capitals • 147

Table 9.2  The world’s tallest buildings, 2006

Rank Building City Year of 
construction

1 Taipei 101 Taipei, Taiwan 2004
2 Petronas Tower 1 Kuala Lumpur, Malaysia 1998
3 Petronas Tower 2 Kuala Lumpur, Malaysia 1998
4 Sears Tower Chicago, USA 1974
5 Jim Mao Tower Shanghai, China 1998
6 Two International Finance Hong Kong 2003

Centre
7 CITIC Plaza Guangzhou, China 1997
8 Shun Hing Square Shenzhen, China 1996
9 Empire State Building New York City, USA 1931

10 Central Plaza Hong Kong 1992
11 Bank of China Tower Hong Kong 1990
12 Emirates Office Tower Dubai, United Arab 2000

Emirates
13 Tuntex Sky Tower Kaohsiung, Taipei 1997
14 Aon Center Chicago, USA 1973
15 The Center Hong Kong 1998
16 John Hancock Center Chicago, USA 1969
17 Shimao International Plaza Shanghai, China 2006
18 Minsheng Bank Building Wuhan, China 2006
19 Ryugyong Hotel Pyungyang, North Korea 1992
20 Q1 Tower Gold Coast City, Australia 2005

Source: Emporis Buildings (2006)

Plate 9.1
The Petronas
Towers in
Kuala Lumpur
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Case study 9.2

Johannesburg: building an African world-class city

Johannesburg is often mistakenly thought of as the capital city of South Africa. In fact,
the country has three official capitals: Bloemfontein, Cape Town and Pretoria.
Johannesburg, the provincial capital of Gauteng, is, however, the most populous city
of South Africa, with a population of 3.5 million. In addition, as shown in Chapter 5,
it is identified by most world-cities researchers as the international gateway to and from
sub-Saharan Africa (see Figure 5.1, above).

The city grew rapidly in the late nineteenth century when gold mines were discovered
near by – Johannesburg’s other name, iGoli, means “the place of gold” in Zulu. Along
with European colonials, a large number of migrant workers arrived from the southern
African region in the late nineteenth and early twentieth century. During the colonial
and then apartheid periods, Johannesburg was marred by racially determined spatial
segregation. The poor Africans lived densely in the south or on the peripheries of the
far north of the city, while the rich Europeans lived in the suburbs of the center and north.
The shanty towns of Soweto (South Western Townships) became a symbolic center for
black resistance against apartheid injustice (Beavon, 1997; Smith, 1992). Throughout
the apartheid era, poor and black residential areas suffered greatly from systematic
underinvestment in infrastructure. The markedly uneven provision of public services
across neighborhoods reflected a highly fragmented and racialized form of urban
governance.

In 1994, apartheid ended and South Africa held its first non-racial election. Under 
the slogan of a “Unicity,” the black townships have since integrated into a single,
metropolitan-wide administration, named the City of Johannesburg Metropolitan Munici-
pality. However, an outbreak of violent crime soon plagued the city center. Some inner-
city neighborhoods, such as Hillbrow, have deteriorated badly since the mid-1990s.
Crime prevention ranks as a high priority for the new government, in addition to building
and upgrading infrastructure that could foster connections between formerly segregated
townships (Robinson, 2006).

Amid social, political and infrastructural challenges, Johannesburg has adopted a set
of initiatives that envision a better future (Beavon, 2006; Parnell, 2007). The Joburg
2030 Plan was launched in 2002 and aimed to “build an African world-class city”
(Figure 9.1). Robinson (2006) notes that this slogan proclaiming an African world city
reveals, on one hand, a collective awareness by city officials and elites of their city’s
African cultural heritage and close connections, through migration flows, to other parts
of the continent. On the other hand, it may also reference the many difficulties in



this than South Korea. Although the country was recognized for its phenomenal
economic success as early as the 1970s, it still suffered from an image of poverty,
tarnished further by the Korean War and the cold war. Yet, the 1980s brought
dramatic change when Seoul was elected as the site of the 1988 Olympics. After
successfully staging the Games, Seoul began to appear more frequently on maps
of world cities and less on those of third world cities. This section examines how
the South Korean government used international sporting events to sell its national
capital’s world city-ness.

First, a brief developmental history of Seoul. In 1394, Seoul, then called Hanyang,
became the capital of Korea when the Yi dynasty relocated its palace there. The
Japanese colonial government, when it established control over Korea in 1910,
changed its name to Kyongsong. Following its 1945 liberation, the Korean state
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managing a city that is experiencing a combination of expanding slums and informal
sectors, soaring crime, failing infrastructure and growing public health concerns.

Johannesburg faces daunting challenges, both to remedy the problems it has inherited
from the past and, at the same time, to prevent future problems. Still, the city strives to
transform itself into an African world city that competes against emergent world cities
in the North. Under Jo’burg 2030, this former southern African mining town will emerge
as a global center for financial and business services, information and communication
technologies and business tourism. But in order to achieve this world-city status, notes
the plan, Johannesburg must first tackle crime. South Africa will host the 2010 FIFA
World Cup finals, with both the opening and final matches being held in Johannesburg.
The city views this sporting event, the most globally watched media spectacle, as an
opportunity to eclipse its old, mostly negative image and construct a new model of a
booming, safe and multicultural city.

Figure 9.1 Jo’burg: an African world city and a World Cup city

Source: Official website of the City of Johannesburg, South Africa



divided into North and South Korea. Seoul gained its current name in 1949 when
it became the capital of the southern half. Although centrally located on the
Korean peninsula, the city now found itself on the border between two hostile
countries.

The country’s first census reported slightly fewer than 1.5 million people living
in Seoul in 1949. The dramatic growth of export-oriented manufacturing pre-
sented an opportunity for South Korea, which established a major proportion 
of new industry around Seoul. The city thus became a primary magnet for
migrants from the rest of the country. Despite government efforts to curtail the
flow of rural migration, Seoul’s population grew rapidly until the 1980s and
reached the 10-million mark in 1988 (Table 9.3). The city has accounted for well
over 20 percent of the national population since the mid-1970s, while the second-
largest city, Pusan, is home to less than half that figure. Seoul exemplifies the
typical primate city, not just in population, but because of its leading role in
politics, finance, business, higher education, culture and national identity.

Overall, Seoul’s rapid population growth has slowed in recent years, but that has
not been in the case in Outer Seoul, which consists of the city of Inchon and
Kyonggi Province. Combined with Seoul itself, this is known locally as the Seoul
Metropolitan Area or the Capital Region (Figure 9.2). Home to South Korea’s
largest airport and seaport, Inchon has long served as the gateway for Seoul’s
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Table 9.3  Population changes in Seoul, 1949–2005

Year Seoul Outer Seoul Seoul Metropolitan Area

Share of national 
population (%)

1949 1,446,019 2,740,594 4,186,613 20.8
1955 1,574,868 2,363,660 3,938,528 18.3
1960 2,445,402 2,748,765 5,194,167 20.8
1965 3,793,280 3,102,325 6,895,605 23.6
1970 5,535,725 3,358,022 8,893,747 28.3
1975 6,889,502 4,039,132 10,928,634 31.5
1980 8,364,379 4,933,862 13,298,241 35.5
1985 9,639,110 6,181,046 15,820,156 39.1
1990 10,612,577 7,973,551 18,586,128 42.8
1995 10,231,217 9,957,929 20,189,146 45.3
2000 9,895,217 11,459,273 21,354,490 46.3
2005 9,762,546 12,858,686 22,621,232 48.1

Source: National Statistical Office, Republic of Korea



international trade. Seoul is literally surrounded by Kyonggi-Do, a province in
which twenty-five cities house more than 100,000 residents each. Mounting mega
city problems in Seoul have contributed to the recent growth of Outer Seoul, as
government restrictions on manufacturing industries in the capital and the
construction of large-scale apartment buildings in Kyonggi-Do have pushed and
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pulled residents and businesses out of the city center. The Seoul Metropolitan
Area accounted for 48.1 percent of the national population in 2005, more than 22
million people – making it one of the largest cities in the world.

Although it had long served as capital, primate city and international gateway of
South Korea, Seoul was not able to command much respect in the region until the
mid-1980s. Tokyo stood at the apex of the Asian urban hierarchy, followed by
Hong Kong and Singapore. Some Southeast Asian cities, like Bangkok and
Manila, seemed to have more international connections than Seoul at that time.
It was truly the city’s success in hosting international sports and media events that
prompted the global community to recognize Seoul as a world city, or at least as
one of the most successful capital cities in the developing world.

The South Korean government considered an Olympics bid as early as the late
1970s, but the decision to “go for it” was made in 1980, while the country was still
recovering from the latest of several military coups. Indeed, the new administration
faced heavy criticism for bidding, since the odds seemed very much against it
winning. Opponents repeatedly denounced the use of the Olympics to legitimize
a military dictatorship. A survey following the Games, however, found that about
90 percent of South Koreans felt positive about the event (Kim et al., 1989). It is
clear that despite lingering worries about extreme actions from North Korea, heavy
economic burdens and questionable political motives, the Seoul Olympics were a
great success for South Koreans and their capital city.

It is difficult to quantify the economic gains and costs of hosting the Olympics:
most sporting facilities are subsequently used for other purposes, and much of the
human and indirect investment is not counted. Still, the Seoul Olympics generated
a substantial profit of 497 million dollars, putting to rest the country’s concerns
about an Olympics debt. Alongside these financial gains, the Games benefited
Seoul in four major ways. First, the Olympics and associated media events
increased the city’s international visibility from the moment it was declared host
in 1981. Besides the standard obscurity that even major cities in the developing
world face, the image of a war-torn country had continued to overshadow the
dramatic progress that Seoul had made since the Korean War (Larson and Park,
1993). And as the capital city of a divided nation, Seoul had long been viewed
through a filter of Cold War tension. The South Korean government effectively
used the Olympics to reinvent its capital city as an emerging center in Asia and
to enhance the country’s global standing (The Economist, 2000).

The Seoul Olympics also allowed the South Korean government to discredit its
northern opponent. The new message of economic success stood in sharp contrast
to the economic difficulties that North Korea suffered. South Korea came to be
viewed as a demonstration of the superiority of the capitalist system over its
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socialist competitor. Given the strained relationships between the two Koreas,
concerns mounted over a potential Olympic boycott by the then socialist countries,
but most of these nations officially recognized South Korea by sending their
athletes to Seoul.

Third, preparations for the Olympics played a very important role in Seoul’s urban
redevelopment, especially on the Han River waterfront (Kim and Choe, 1997)..
The city’s mass transit system, including subways, was upgraded dramatically in
the mid-1980s. A number of Olympic landmarks were built during this time,
among them the Olympic Bridge, the 88 Freeway and the Olympic Park. The
staging of the Games also provided a compelling rationale for the massive dis-
placement of poor neighborhoods, many of which were transformed into business
and financial districts.

Finally, the Olympics played a significant role in opening the eyes of the people
of Seoul to the wider world. They tasted other cultures as they hosted 160 national
teams and hundreds of thousands of tourists from many parts of the world. Seoul
was not a cosmopolitan city and such exposure inspired increasing interest in the
outside world in the years following the Olympics. The explosive growth of
overseas travel since the late 1980s indicates how the Games fostered a growing
sense of openness and globalness in Seoul.

Having made a success of the Olympics, South Korea applied for the 2002 World
Cup finals and was awarded the right to co-host the event with Japan. It would
have thrilled Koreans to beat Tokyo in the bidding process, but the Federation
Internationale de Football Association (FIFA) named Seoul as the venue for the
opening ceremony and Yokohama for the closing. The South Korean government
viewed the World Cup as an unprecedented opportunity for Seoul to gain “legiti-
mate” world city status by matching, if not outperforming, Tokyo, irrefutably a
world city. During the years leading up to the event, the government made sure
that its capital city could compete with Tokyo in such areas as its stadium, event
organization, telecommunications equipment and even traffic management.
However, many Koreans still worried that Tokyo would upstage Seoul in the inter-
national media, and concerns mounted as the event approached. But ultimately
the Koreans exceeded their own goals and expectations. Thanks largely to South
Korea’s strong showing in the tournament (they unexpectedly reached the semi-
final), Seoul received much international media attention. The red-clad South
Korean fans, called the “Red Devils,” created some of the most memorable images
in the entire event.

Although it is still too early to gauge the effects of the 2002 World Cup on Seoul’s
world city status, the event certainly gave Koreans a level of confidence that they
had lacked. It may be too ambitious for Seoul to expect an instant rise up the
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global urban hierarchy, yet the city has markedly improved its international
standing by faring well in comparison with Tokyo, a preeminent world city, in
hosting the most watched international sports competition. The 1988 Olympics
was truly a landmark event for Seoul’s international visibility, and the 2002 World
Cup reinforced that perception of Seoul as a world city rather than a third world
city.

After Seoul demonstrated the value of the Olympics as an avenue towards world
city states, many other capital cities in the developing world have applied to host
the Games. Table 9.4 lists the Olympic host cities and the bid cities that have made
the final round since 1980. When Beijing stages the 2008 Games, it will be the
third Olympic city of the developing world, after Mexico City in 1968 and Seoul
in 1988. Both Belgrade and Istanbul made strong cases to host the event, while
Buenos Aires and Cape Town were among the five final candidate cities to host
the 2004 Olympics. Although not listed in the table, many more third world cities
have made it through to the runner-up rounds in the recent past, including
Bangkok, Cairo, Havana, Kuala Lumpur, Rio de Janeiro, St. Petersburg and San
Juan.

Hosting the Olympics and other world-class events creates a global stage on which
a city or a nation can promote its economic and cultural achievements. Once a
city has established a positive image, policies designed to attract investment and
tourists have better prospects for success, and world city status may come within
reach. However, this should not be interpreted as an argument that an Olympic
bid represents the best practice for effective governance in third world cities. We
have emphasized in Part Two that there is no such thing as the “best practice” in
urban governance, although some politicians pretend otherwise. The strategy that

154 • The national economy and capital cities

Table 9.4  Host and bid cities of the Summer Olympics, 1980–2012

Year Host city Bid cities (finalists)

1980 Moscow Los Angeles
1984 Los Angeles –
1988 Seoul Nagoya
1992 Barcelona Amsterdam, Belgrade, Birmingham, Brisbane, Paris
1996 Atlanta Athens, Belgrade, Manchester, Melbourne, Toronto
2000 Sydney Beijing, Berlin, Istanbul, Manchester
2004 Athens Buenos Aires, Cape Town, Rome, Stockholm
2008 Beijing Istanbul, Osaka, Paris, Toronto
2012 London Madrid, Moscow, New York, Paris

Source: International Olympic Committee (2006)



the South Korean government used to court the coveted world city status may
remain beyond the reach of, or prove ineffective for, most other developing
countries.

Further reading

Gugler, Josef, ed., 2004, World Cities beyond the West: Globalization,
Development and Inequality, Cambridge: Cambridge University Press. This
edited collection brings together some fascinating empirical studies of the impact
of globalization on non-Western world cities where diverse political and public
discussions take place concerning their world city status.

Richardson, Harry W., 1981, “National urban development strategies in
developing countries,” Urban Studies, 18 (3), pp. 267–283; Richardson, Harry
W., 1987, “Whither national urban policy in developing countries?,” Urban
Studies, 24, pp. 227–244. These two articles critically assess various national
urban development policies which have been designed to slow down the
excessive growth rates of capital cities in the developing world. The second looks
at the failure of such policies in developing countries.

Segbers, Klaus, ed., 2007, The Making of Global City Regions: Johannesburg,
Mumbai/Bombay, São Paulo, and Shanghai, Baltimore: Johns Hopkins
University Press. Four of the largest and fastest-growing urban regions in the
developing world are chosen for a comparative study of the political making of
global cities. The contributors examine the differences, as well as commonality,
between these four “southern contenders competing with the northern global
cities.” The final chapter of the book contains comments made by policy-makers
of those four cities.

Taylor, John, Jean G. Lengellé and Caroline Andrew, eds, 1993, Capital Cities:
International Perspectives, Ottawa: Carleton University Press. A collection of
twenty-four articles on the definition, role, symbolism and future of national
capital cities across the world.
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10 Globalizing 
islands in 
developing 
countries

Based on his students’ definitions of globalization, Murray (2006: 3) describes a
common image of globalization as “a process that unfolds like a blanket across
the globe, homogenizing the world’s economies, societies and cultures as it falls.
Everywhere becomes the same, boundaries don’t matter and distance disappears.”
In stark contrast, inequality among and within countries often accompanies
globalization. This globalization-induced divide often justifies the view that the
developing world is worse off in the wake of global economic progress (Sachs,
2005). This chapter focuses more closely on growing inequalities within develop-
ing countries and particularly in large cities.

As shown in Chapter 5, world cities illustrate the widening gap between the
winners and losers of globalization. They house a growing number of both highly
paid “command and control” jobs for corporate executives and low-wage “clean-
ing” jobs for immigrant workers (Sassen, 1991). The expanding enclaves of both
poverty and wealth in world cities underscore the uneven nature of globalization
processes. Third world cities also experience the widening gap between the
winners and losers of globalization. While the few with ties to global corporate
services and consumer cultures have emerged as the new rich in many third world
cities, the many without such ties have suffered. The relationship between global-
ization and inequality emerges most vividly in world-class networked infra-
structures and gated communities in third world cities. Such features further

Learning objectives

● To have a critical understanding of the uneven nature of globalization
● To understand growing inequality and disjuncture within third world cities
● To consider the concept of splintering urbanism



marginalize the vast majority of city residents (Graham and Marvin, 2001;
Mycoo, 2006).

The contradictory and uneven nature of globalization can also be seen among
different spheres of urban change in third world cities. People, money, goods,
policies, jobs and technologies within a city have traveled along different paths
and at different speeds in linking to the outside world. As we saw in the previous
chapter, the South Korean government has eagerly pursued the globalization 
of its capital city, Seoul, but it also demonstrates unmistakable reluctance in
accepting and adapting to the growing arrival of migrant workers from the rest of
Asia, including China and Southeast Asian countries. As a result, Seoul exhibits
all the important features of an economically globalized city but fails to foster
ethnic diversity, another important characteristic of world city-ness. This chapter
examines growing inequalities and disjunctures in globalizing third world cities,
with particular focus on Bangalore in India and Seoul.

Inequality in globalizing third world cities

Urban inequality pre-dates the recent history of global urbanism. Since the dawn
of cities, certain groups of urban residents have suffered limited access to the
socio-cultural, economic and political opportunities readily available to others,
although the nature and extent of exclusion differ vastly among places and over
time. Along with poverty, inequality represents a main characteristic of third world
cities – although Sassen (1991) finds a strong association between global city-
ness and social polarization also in emergent world cities like London and New
York. One archetypal image of third world cities portrays a minority of extremely
rich elites living alongside the majority of impoverished slum residents with no
concern for their suffering. Global news media help to perpetuate this negative
image of third world cities. In fact, international media rarely portray such cities
in a positive light. However, it should also be noted that poverty issues in third
world cities can hardly be tackled without the privileged elites willing to change
their role in the developing society.

As mentioned in Chapter 8, the already wide gap between the urban rich and the
urban poor in third world cities has increased in recent years. Their respective
national governments have received most of the blame for the growing inequality,
as they have failed to show genuine, sustained political will and capacity to tackle
the root causes of the problem. Paradoxically, international development agencies,
such as the International Monetary Fund, have contributed to the rising disparity
in third world cities, as their neo-liberal policies and privatization programs leave
a large number of urban residents without basic public services (UN-HABITAT,
2003: 6). This section looks into the effects of the recent globalization process on
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such growing inequality, as many developing countries, and particularly their
largest cities, have increasingly integrated into a global economy in the past
decade or so. Put simply, the existing inequality in many third world cities has
worsened as the few rich benefit from their countries’ growing engagement with
the global networks of firms and value chains, while the many poor suffer
increased poverty by the same process.

In their groundbreaking book on the relationships between cities and networked
technologies, Splintering Urbanism, Graham and Marvin (2001) point to the
building of modern and globally connected infrastructure as a major source of
growing inequalities in third world cities. For decades now, note Graham and
Marvin, modernized networks of transportation and telecommunications infra-
structure have been seen as clear visual evidence of economic development and
progress. Development policy-makers and academics widely, if not universally,
accept the view that any responsible, forward-looking government should make
significant investments in infrastructure. So much so that the frenzy of 1990s
urban mega projects in large cities in the developing world were justified as the
provision of standard public goods (Siemiatycki, 2006; Yusuf and Nabeshima,
2006). As the concept of urban competitiveness became a dominant discourse
within public policy circles, an even greater emphasis was placed on upgrading
telecommunications infrastructure as a strategy for competitiveness in the global
market.

However, Graham and Marvin challenge this widely accepted view by asking
whether the construction of new state-of-the-art international airports or wireless
telecommunications infrastructure truly serves the urban general public, as
governments routinely claim. They argue that such urban infrastructure efforts
help create urban spaces for the socio-economic elite rather than the whole
population. In other words, despite the great deal of time and public money
customarily spent on networked infrastructures, such efforts are likely to splinter,
not integrate, various factions of the city.

Graham and Marvin identify the origin of splintering urbanism in Western cities
during the period between 1850 and 1960 when the provision of networked
infrastructures became gradually centralized and standardized. During the same
time, the West imposed the ideal of a standardized infrastructure network upon
the rest of the world, including many colonies and, later, newly independent
developing countries in Africa, Asia and Latin America. While upgrading trans-
portation and telecommunications infrastructure served the need of colonizers
and their local associates during the colonial period, today’s modern and post-
modern infrastructure networks meet the demands mostly of transnational elites,
such as multinational firms’ local operations, globally connected local firms and
young educated people.
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This process of infrastructural dualization repeats in today’s growing digital divide
in third world cities. This refers to a gap in opportunities among different popu-
lations and different places to access advanced information and communication
technologies. Despite the popular perception of a phenomenal increase in the use
of computers and the internet these days, a vast number of people and neigh-
borhoods in third world cities remain untouched by computer networks and other
advanced information and communication technologies.

The growing digital divide is often addressed on the international scale, as many
developing nations cannot afford the high-performance and high-speed infra-
structure readily available in developed nations (UNCTAD, 2005). In the past
decade, however, almost all countries around the world, at least within their large
cities, have been connected to a global network of fiber-optic cables and satellites.
A less palpable but more significant divide is now observed within third world
cities where expensive, publicly funded network infrastructure serves only a few
haves, excluding the many have-nots. Though an essential element in new urban
landscapes of innovation, economic progress and cultural transformation, globally
networked infrastructure intensifies socio-economic inequalities. The availability
of internet connections varies greatly across neighborhoods within cities. In the
case of Chennai (formerly known as Madras), the fourth-largest city of India, for
example, upper-class residential areas, such as Boat Club Road, have enjoyed
high-speed connections for years, while most other neighborhoods in the city
struggle with shortages of electric power, let alone internet provision.

Splintering urbanism takes a turn for the worse when these networked infra-
structures are not locally operated or regulated. In fact, most of them conform to
the standard set by global networks. Those using the network effectively detach
from local practices and norms in connecting to global circuits of economic and
technological exchange. This is not to say that the national or local governments
of those third world cities should stop upgrading transportation and tele-
communications infrastructure. Instead, they could work to expand the benefits
of the modern infrastructure to the general population and, at the same time, to
pass on a significant portion of the infrastructural cost to the super-connected
people, firms and institutions – in the case of Boat Club Road in Chennai, mostly
foreign expatriate families.

Besides the digital divide, income inequality has also been growing in many third
world cities that have integrated into the global network of firms, banks, services
and technologies. In his research on the corrosive effects of globalization on social
integration in Istanbul, Keyder (2005) points to the rise of the new rich, including
financial analysts, software programmers and other young professionals, who have
close ties to global corporate services and consumption patterns. While economic
globalization has profited many young professionals and bankers, notes Keyder,
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the vast majority of city residents suffer from new levels of inequality and polar-
ization in employment, income and the use of the built environment. He goes on
to say that “within the global ideological climate of neoliberalism these develop-
ments [of inequality and polarization] are not sufficiently counterweighted by
social policy” (p. 124).

The growing concentration of income and wealth has manifested in gated
communities that have been springing up in many large, globalizing cities of the
developing world. Rich neighborhoods wall themselves away from neighboring
residential areas in an effort to improve security, in what is often called the
“architecture of fear.” In addition to physical designs of restricted access such as
walls, gates and armed security guards, gated communities are often characterized
by their private provision of public goods and services. Although luxury resi-
dential enclaves have existed in third world cities for centuries, gated communities
seemed to gain unprecedented popularity among the upper middle class in the last
two decades of the twentieth century (Webster et al., 2002). Scores of upper- and
upper-middle-class gated communities have developed in cities of east coast
China (Miao, 2003; Wu, 2003), Latin America, the Caribbean (Mycoo, 2006;
Roberts, 2005) and Southeast Asia (Dick and Rimmer, 1998) as well as in Arab
and South African cities (Murray, 2004).

Those gated communities transform the overall landscape of their cities, which
witness unprecedented real estate booms for high-end housing markets that
accommodate young, high-income and more Westernized professionals. Instead
of closing the growing divide between the few rich and the many poor, govern-
ments often facilitate the creation of fortified enclaves by privatizing public land,
relaxing regulations on real estate development and providing transportation and
telecommunications infrastructure. The fear of crime and violence among the rich
could also be traced to the failure of governments effectively to police the city,
although gated residential areas are as much the product of perceived threat as
reality.

Gated communities, much like slums, are therefore a socio-spatial indication of
growing inequality in third world cities. In Mumbai 4 million people are believed
to be living in the city’s slums. One UN-HABITAT report (2003) notes that the
global number of slum-dwellers increased by about 35 percent during the 1990s,
and in the next three decades it will double to 2 billion if no concerted action is
taken globally to address the problem. Mike Davis (2006: 200), who earlier
warned against Los Angeles’ growing socio-economic polarization in City of
Quartz (1990), sums up his concern about the widening gap in third world cities
and the growth of slums: “[I]f informal urbanism becomes a dead-end street,
won’t the poor revolt? Aren’t the great slums just volcanoes waiting to erupt?”
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Case study 10.1

Gated communities in Trinidad

Trinidad is the larger and more populous of the two main islands of the Republic of
Trinidad and Tobago, a Caribbean country rich in oil and natural gas. Home to the
vast majority of the country’s 1.3 million population, Trinidad houses all its major cities,
including Chaguanas, San Fernando and Port of Spain, in the west. Residential
segregation between different classes and different ethnicities has existed in these cities
for centuries, yet the booming expansion of gated communities is a fairly new
phenomenon to local people. Their construction began around the capital city of Port
of Spain in the late 1990s, but their numbers have escalated dramatically since 2002.
Now well over 200 gated communities stand in the western part of Trinidad, accommo-
dating local professionals and transnational elites, most of whom are associated, directly
or indirectly, with either oil and natural gas or offshore financial services.

Mycoo (2006) attributes the recent rise of protected suburban enclaves to state failure
in providing necessary public goods and services, such as reliable water service and
crime control. Responding to the failing public sector, the upper- and upper-middle-class
households have established gated communities equipped with privately managed,
higher-quality residential services.

Such claims naturally spark inquiry into recent government failures. Trinidad had an
excessively large public sector in previous decades, Mycoo says. The Black Power riots
of 1970 prompted the government to establish and expand these projects for the
underprivileged. Thanks to the massive surges of oil prices in the 1970s, the government
could afford to fund various subsidies in education, housing, health and water provision.
Like many other Latin American and Caribbean governments at that time, however, the
Trinidadian government engaged in excessive interventions and expensive programs.
With oil prices falling in the mid-1980s, the country encountered a debt crisis, followed
by structural adjustment programs mandating significant cuts in the public sector.
Although Trinidad bounced back from the decade-long economic setback after the mid-
1990s, unemployment rose steeply.

While low-income households suffer record highs for unemployment and poverty, Mycoo
notes that public expenditure on the social sector remains low in the post-structural
adjustment era. Consequently, discontent has grown in the area of social and public
services. The unemployed and poor have demanded more and better government
assistance, and their protests have grown increasingly violent and widespread. Based
on a survey of 250 households in gated communities across the island, Mycoo
concludes that rampant and serious crime, including kidnappings of wealthy individuals,



High-tech enclaves in Bangalore

Innovations in information and communications technologies remain the most
important factor in the globalization process of economic activity. By lowering
the cost and shortening the time needed to connect, people and companies in
different time zones can work on the same project at the same time. American
airline companies have long located their call centers in low-wage, English-
speaking countries, such as India and Jamaica. Financial firms followed suit by
outsourcing their human resource and customer service divisions overseas.
Multinational corporations now consider outsourcing operations as a standard and
essential cost-cutting measure. Cities or islands in the developing world have been
labeled as “overseas call centers,” “offshore financial centers,” “offshore software
development centers” or “IT outsourcing centers.”

It is interesting to look at the socio-economic effects of globalization in these
offshore centers, as they are connected to the core of the world economy only in
a certain way and to a limited extent. Put simply, they service multinational
corporations, often headquartered in world cities, in the areas of data analysis,
customer services and software development. As these outsourcing centers are
incorporated into the global economy, the gap between them and their non-
connected populace widens. This section examines the growth of Bangalore as a
global information technologies (IT) center and the various urban problems that
accompany this growth.

The rapid growth of India’s IT sector represents one of the two most celebrated
success stories in the globalizing South (China’s industrialization and export
growth being the other). India’s success in IT has been credited to a large pool 
of young, talented and English-speaking computer engineers (Plate 10.1).
Parthasarathy (2004) stresses specific conditions prevalent in the 1990s that
helped the Indian IT industry take off and continue to grow. They included an
explosion in global demand for high-skilled, low-wage software professionals and
the Indian state’s neo-liberal policy initiatives, including the establishment of
software technology parks, which are similar to export processing zones but
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combined with the government’s inability to curb it, have driven the rich into the gated
communities in the suburban areas of the Capital Region. The rise of these communities
suggests state failure not only in providing the poor and unemployed with basic public
services but in creating a social environment in which the rich can feel safe, or at least
not threatened.



dedicated to the software industry, in Bangalore. In addition, the time difference
of 12.5 hours between Silicon Valley and India benefits Indian firms in bidding
for outsourcing contracts since they can undertake offshore maintenance and re-
engineering after American customers leave their places of work.

By 2000, India had become the largest software exporter among non-OECD
countries, with its exports jumping from virtually zero in 1985 to $4 billion in
2000. Software revenues now account for almost 20 percent of the country’s total
export earnings. Bangalore (called Bengaluru in the local Kannada language)
makes up around a third of India’s software exports, followed at a distance by other
large cities such as New Delhi, Chennai and Hyderbad (Parthasarathy, 2004).

The labels “Asia’s Silicon Valley” and “India’s IT capital” originated as a result
of the success of home-grown software services giants (e.g., Wipro, Infosys
Technologies and Tata Consultancy Services) and because of the presence of
numerous IT multinational firms, including Oracle, IBM and Texas Instruments
(Hamm, 2007). In addition, Reuters, the world’s largest international multimedia
news agency, has operated one of its four global data operations facilities in
Bangalore since 2004 (Tiverton in the UK, New York and Singapore being the
other three). According to Reuters’ website, the Bangalore unit is responsible not
only for processing financial data on global companies but for producing
corporate earnings reports and broker research on US companies. In other words,
Indian financial journalists in Bangalore cover American financial news.

The prosperous software industry has transformed this southern Indian city into
one of the world’s most famous hi-tech metropolises. Bangalore has become a
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center of profit and consumption in India. Software programmers have emerged
as the new rich in a society that traditionally associates wealth with inheritance.
The city’s IT workforce is estimated at half a million, including non-resident
Indians and expatriates, as well as locally trained computer engineers.

However, this newfound affluence has not benefited the rest of the city or the
country in general (Keniston and Kuman, 2004). Rosenberg (2002) refers to the
wealthy software companies and their engineers as a silicon island in a third world
sea. According to the UN-HABITAT report (2003), three-quarters of India’s urban
households still live in slums, and they suffer from limited access to sanitation
and clean drinking water. An article in The Economist (2006) reports on the recent
rise of poverty rates among urban Muslims in India. On the one hand, says the
article, the country prospers with its strong software industry; on the other, its 150
million Muslims fall further behind as their marginalization from basic public
services, such as electricity, roads and water, continues. Davis (2006: 171) des-
cribes the growing divide caused by the IT success as follows: “Growth has been
stupendously lopsided, with enormous speculative investment in the information
technology sector leaving agriculture to stagnate and infrastructure to decay.”

The acute disparity between Bangalore and the rest of India often mirrors
inequalities inside the city itself. Although Bangalore has been praised as one of
the world’s hottest IT centers, computer engineers make up only a tiny proportion
of the city’s total population of 8 million. The sobering reality is that the vast
majority of Bangalore’s residents are not connected to global fiber-optic networks,
nor do they have the necessary skills to use them. The IT companies and their
engineers in Bangalore are indeed “islands of prosperity surrounded by an ocean
of poverty.” Local newspapers already talk about Bangalore’s equivalent of the
“Dutch Disease,” a phrase that implies prosperity in one sector can hurt the rest
of the economy (Shenoy, 2006). The IT success has brought Bangalore an unpre-
cedented construction boom for building office parks, residential subdivisions,
hotels, commercial strips and shopping malls. The spatial restructuring that the
city has undergone in the past decade serves the needs of computer engineers, not
those of the urban poor, who have been further marginalized by rising rents and
utility costs. While a significant portion of the city’s public funds have been spent
on improving bandwidth and telecommunications infrastructure to please
grumbling IT companies, the vast majority of residents helplessly watch as basic
public services deteriorate. In his article on Bangalore as a divided city, Benjamin
(2000) estimates that more than 40 percent of the city’s population lives in slums.

The poor are not the only group to criticize city managers and policy-makers 
for Bangalore’s socio-economic disparities. Some high-profile IT companies, 
presumably the beneficiaries of recent economic and spatial changes, have
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threatened to relocate their local operations unless the city’s transportation
infrastructure improves significantly (Moreau and Mazumdar, 2004). Bangalore’s
public infrastructure has lagged woefully behind the pace of private sector
investment and population growth. The city’s population has doubled since 1990,
with the IT boom attracting not only college graduates with engineering degrees
but a large number of rural migrants from across the state of Karnataka and south
India in general. Its main roads exhibit a wide range of transportation methods,
including passenger cars, three-wheeled auto rickshaws, scooters and animal-
drawn wagons. Bangalore’s struggle with poor infrastructure has been figuratively
illustrated in global news media, including the BBC (2007) and Newsweek
(Moreau and Mazumdar, 2004), with maddening traffic jams, pothole-filled roads
and sewer overflows. In an annual survey of worldwide expatriates on the quality
of life in different cities (Mercer Human Resource Consulting, 2007), Bangalore
is ranked the 153rd best place to live among 215 cities, much lower than its
Chinese rivals Shanghai (103rd) and Beijing (122nd). Its infrastructural woes
could eventually blunt its competitive edge against other Indian cities and
emerging IT centers across the developing world in attracting IT-related invest-
ment and outsourcing.

There is no debate that Bangalore has achieved truly phenomenal success in the
past decade. Considering the economic crisis that India sustained for decades
before its 1991 liberalization, the city’s rise in the global software industry gives
great hope to other parts of Indian society. It remains to be seen, however, whether
Bangalore will truly transform itself into India’s Silicon Valley, rather than Silicon
Valley’s India (Parthasarathy, 2004). While the former implies an IT center
capable of defining and developing new products and technologies in the industry,
the latter refers to a cluster of low-wage, back-office service firms tied to larger
central operations in Silicon Valley, California. Either way, the continued success
of IT companies and engineers will hinge on the nature and extent of the
connections they develop not only with their customers in Silicon Valley but with
their fellow-citizens in Bangalore.

Ethnic enclaves in Seoul

The uneven and irregular nature of globalization can be seen among different
spheres of urban change in large cities of the developing world. People, money,
goods, policies, jobs and technologies within a city have traveled along different
paths and at different speeds in linking to the outside world. Appadurai (1996)
conceptualizes the present global condition in terms of constant contradictions
and disjunctures among the economic, political and cultural facets of global-
ization. This section looks at Seoul as an example of the disjuncture between
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Case study 10.2

Bangalore: India’s Silicon Valley or Silicon Valley’s India?

India’s computer software industry has grown so quickly that frequent comparisons have
been made between Bangalore and Silicon Valley, unquestionably the center of the
world’s information technology industry. Bangalore has often been referred to as the
“Next Silicon Valley” as well as “Asia’s [or India’s] Silicon Valley.” Some go as far as
to argue that Bangalore will eventually overtake Silicon Valley to become the world’s
premier IT center (Hamm, 2007). While Bangalore’s software industry has been
established around low-cost outsourcing services, international news media have noticed
some early signs of a shift toward high-value work in this bustling Indian city. A recent
New York Times article (Rai, 2006) notes that “the new firms are drawn by the
[Bangalore] region’s big pool of engineering graduates, many of whom have expertise
in esoteric new technologies. That advantage, coupled with labor costs much lower than
those of Silicon Valley, is starting to turn Bangalore, long a center for lower-end
outsourcing services, into a center of higher-end innovation.”

In his comparative study of Bangalore and Silicon Valley, Parthasarathy (2004) agrees
that Bangalore has recently changed from a low-wage backwater into an important
production center that develops products for the global software industry. However, he
argues that the similarity between the two IT centers stops there, as India’s rather small
domestic software consumption limits Bangalore’s further transformation into a region
that defines new products and technologies on a consistent basis, as Silicon Valley does.
He concludes that while Bangalore can be called Silicon Valley’s India, it is constrained
from becoming India’s Silicon Valley.

Assuming that Bangalore can never develop into a global innovation center seems as
premature as praising it as an imminent threat to Silicon Valley’s leadership in the IT
sector. However, Parthasarathy’s term “Silicon Valley’s India” illuminates the strong
presence of Indian engineers in Silicon Valley as well as Bangalore-based outsourcing
firms that serve IT firms in the valley. It is well known that Silicon Valley has long drawn
top-notch engineers from abroad, particularly Asia. Foreign-born talent, according to
the latest statistics (Joint Venture, 2007), accounts for 55 percent of the region’s science
and engineering workforce. Less is known about the Indian IT workers, who make up
almost 14 percent of the region’s total and a quarter of its foreign-born workforce (Figure
10.1). The Indian engineers working in Silicon Valley have formed professional
associations, such as the Silicon Valley Indian Professionals Association, to provide
opportunities for networking and information sharing as well as financial sources for
ethnic entrepreneurs (Saxenian, 2004).



Globalizing islands in developing countries • 167

The strong presence of Indian engineers in Silicon Valley is often viewed as an indication
of an Indian “brain drain,” since a large portion of the best and brightest have left India
to work for American companies. Based on her decade-long research on the impact of
immigrant engineers and entrepreneurs in Silicon Valley, however, Saxenian (2006)
argues that these foreign-born talents have played a key role in the recent development
of IT industries in Asia, including India. They have not only connected US firms with
India’s low-cost, high-quality skills but have transferred cutting-edge technologies and
market information to numerous startups in their home country. More recently, an
increasing number of Indian professionals, after working in Silicon Valley for several
years, now return home to start their own IT service businesses in Bangalore, positioning
themselves at the center of the growing co-operation between the US and India in 
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economic and cultural globalization, illustrating both the city’s economic global-
ization and its relative lack of cultural cosmopolitanism, due, in large part, to the
absence of labor migration and immigration in its world-city formation. Seoul
now demonstrates all the important features of an economically globalized city,
but it has not yet fostered the multicultural cosmopolitanism that also char-
acterizes world city-ness.

Seoul has achieved the reputation of an emerging economic powerhouse in the
Asian Pacific, yet in ethnic terms it remains a strongly Korean city. Almost all of
its residents are Korean, with foreigners making up a mere 1 percent of the
population. Viewed from the perspective of economic globalization, Seoul, home
to many large multinational firms, banks and related business services, is clearly
a world-class city (Kim, 2004). In addition, the city’s consumer and youth culture
has become remarkably Westernized, if not globalized, in recent years. Images of
Seoul featuring postmodern-looking buildings, high-end stores and night-life
scenes now greatly resemble those of a culturally globalized place. However,
lacking a sizable population of immigrants, it has not cultivated a cosmopolitan
demographic. It is argued that the lack of ethnic diversity in Seoul reflects its
government’s restrictive policies on immigration and labor migration.

Seoul has long been a major source of international migration flows. The popu-
lation of ethnic Koreans residing overseas is estimated at 5.5 million (Overseas
Korean Foundation, 2006). The vast majority of Korean emigrants or ethnic
Koreans living abroad reside in China, the US, Japan and Russia – approximately
2 million ethnic Koreans are in China, another 2 million are in the United States,
1 million are in Japan and half a million are in Russia. The large Korean diaspora
is a product of the economic and political difficulties that Koreans endured for
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high-tech areas. Whether their return is temporary or permanent, Saxenian notes that
those Indian engineers have helped develop transnational networks between Bangalore
and Silicon Valley, and that a process of “brain circulation,” rather than “brain drain,”
has taken place between the two.

Saxenian goes on to argue that the Indian IT talents in Silicon Valley could play a critical
role in taking Bangalore to the next level, if the Indian government creates suitable
incentives for them to return home and serve as policy advisors, investors, entrepreneurs
and managers. If Saxenian’s policy advice materializes, it might not matter whether
Bangalore becomes India’s Silicon Valley or Silicon Valley’s India. Bangalore will simply
become part of Silicon Valley and vice versa.



much of the twentieth century, including Japanese colonialism and the Korean
War (1950–3), followed by dire poverty.

In contrast to the large number of ethnic Koreans overseas, the number of foreign
nationals residing in South Korea is a mere half million, including some 200,000
illegal migrant workers. Foreigners make up about 1 percent of the current total
population of 47 million. In the 2005 census, the number of naturalized citizens
was considered too minimal to be counted separately, although the South Korean
government plans to include this statistic in the next census, scheduled for 2010.
While Seoul started globalizing its economic and political relations immediately
after the 1988 Olympics, the city’s ethnic composition continues to be Korean. It
is one of the very few large cities in Asia that did not develop an economically
vibrant overseas Chinese community in the 1950s and 1960s; and it was virtually
bypassed by Vietnamese refugees in the 1970s, as the South Korean government
staunchly refused to offer them assistance. Until recently, Seoul was also not a
major destination for overseas Filipino workers, whose migration flows to other
large Asian cities (e.g., Hong Kong, Singapore and Tokyo) grew dramatically in
the 1990s.

Despite the reluctance to admit foreign labor, particularly low-skilled labor, a
small but growing number of migrant workers have entered Seoul since the early
1990s. South Korea’s economic success became common knowledge throughout
Asia in the late 1980s, which made its capital city a new destination of inter-
national labor migration. Recognizing the growing demand for cheap labor, the
South Korean government has adopted a limited policy of bringing in guest
workers who help relieve labor-shortage problems but are expected to return home
upon the completion of their contracts. Currently, the government issues two kinds
of labor certificate for migrant workers. The H-2 visa, under the Employment
Management System, is issued to ethnic Korean migrants returning mostly from
China. It allows these emigrants to work up to three years in the agricultural and
construction sectors, as well as retailing and distribution service jobs. In the
meantime, the Employment Permit System issues all other migrant workers –
mostly Southeast and South Asian migrants – E-9 visas for three years of employ-
ment in the manufacturing sector. Each year the government determines the
number of work visas to be issued, based on the rule that the migrant labor force
stays under 2 percent of the country’s total workforce.

The conventional wisdom that strict (im)migration regulations at a time of
substantial labor shortages in low-skilled jobs could encourage illegal immi-
gration from labor-surplus countries has proven true in South Korea over the past
decade. The number of illegal migrants who entered South Korea legally but 
have overstayed their temporary work or tourist visas has grown rapidly in recent
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years, now accounting for almost half of the country’s 450,000 migrant workers
(Figure 10.2).

The vast majority of migrant workers, both legal and illegal, work and reside in
the metropolitan area of Seoul. While ethnic Koreans tend to settle in Seoul itself,
where the demands for restaurant workers and daily laborers are high, other
migrant workers gravitate to the peripheries of the metropolitan area, called Outer
Seoul, where small and medium-sized manufacturing firms are concentrated.

Ethnic Korean migrants, most of whom are children and grandchildren of Korean
peasants who migrated to northeast China during the Japanese colonial period
(1910–45), have formed a migrant enclave in the Kuro area in the southwestern
part of Seoul. The South Korean government is contemplating granting them
Korean citizenship, but it will still take years for them to be recognized as part of
their ethnic homeland. Since the bulk of Southeast and South Asian migrant
workers are housed in dorm-like accommodation near their workplace, distinctive
ethnic enclaves have not yet formed for any particular group. However, some
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ethnic business districts have developed near the subway stations of industrial
cities in Outer Seoul. Ansan, for example, home to around 5,000 manufacturing
firms, has developed the country’s largest Southeast Asian shopping street in
Wonkok Dong, where a number of ethnic grocery stores and restaurants, bars,
internet cafés and game clubs cluster together (Plate 10.2).

National and local officials and politicians across the political spectrum take
pleasure in comparing Seoul to other large cities in terms of world city-ness. Much
attention is paid to how they have hosted international sports competitions,
upgraded infrastructure and increased foreign investment. Little is said about how
many migrant workers they have received, how migrant workers have contributed
to their cosmopolitan culture, or what policy provisions have been drafted to
protect migrant workers from potentially exploitative situations. Instead, local
media accounts associate the frequent sight of migrant workers in Outer Seoul
with crime and prostitution. And national media repeatedly portrays the ethnic
shopping district in Ansan as an exotic but high-crime area, which prompted local
politicians to vow better policing for the benefit of “ordinary” residents.

Third world cities literature has long cited Seoul as a primate capital city
preoccupied with over-urbanization issues, traffic congestion and many other third
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Plate 10.2 Ethnic business center in Outer Seoul, South Korea



world problems. The city now appears regularly in the league tables of world
cities, as many of its locally based multinational firms and banks rank in the
Fortune Global 500. The South Korean government’s world city projects,
including hosting the Olympics and the World Cup, have certainly helped Seoul’s
graduation from third world city status to world city status. However, its world
city-ness is highly skewed toward an economically globalizing world, and it is
nowhere near cultural globalization. While newly forming migrant communities
in Outer Seoul could make significant contributions to Seoul’s world city-ness in
terms of cosmopolitanism and multiculturalism, the South Korean government
still looks to improve other aspects of Seoul’s world city-ness. It remains to be
seen whether the government will place cosmopolitanism, multiculturalism,
openness, tolerance and social inclusion at the center of any future strategies for
cementing Seoul’s world city status.

Further reading

Davis, Mike, 2006, Planet of Slums, New York: Verso. A well-known author
who has written several books on urban issues writes of the burgeoning growth of
slums in third world cities and the forces that have worsened their poverty and
inequality problems in recent years in a very accessible style.

Graham, Stephen and Simon, Marvin, 2001, Splintering Urbanism: Networked
Infrastructures, Technological Mobilities and the Urban Condition, London:
Routledge. This book examines how new transportation and telecommunications
infrastructures have contributed to the splintering of metropolitan areas across the
world.

United Nations Human Settlements Programme (UN-HABITAT), 2003, The
Challenge of Slums: Global Report on Human Settlements 2003, London:
Earthscan. This report is the first global assessment of urban slums, where almost
1 billion people currently live across the world. It presents not only challenging
conditions in slums but policy responses and actions that could improve the
livelihoods of slum-dwellers.
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