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Location of TNCs and Evolution of
Industrial Districts as Global Cities:
Potentiality of the World/Global City Studies
on Southeast Asian Cities

Kentaro KUWATSUKA

Over the last two decades, accompanying the rapid development of transnational
corporations (TNCs), globalization of economic activities has made a strong impact on
cities not only in developed countries, but also in developing ones. The World/Global
City studies have devoted themselves to evolving a comprehensive understanding of
cities under globalization, mainly in developed countries, since the 1980s. This paper
outlines some perspectives on cities in developed countries within the framework of
World/Global City studies, and discusses the issues and significance of applying that
framework to “mega-cities” in Southeast Asia.

The studies are divided two domains according to their perspectives on relations
between cities and TNCs, who aré some of the main actors in globalization. On the one
hand, the World City study primarily focuses on rating cities as world cities by the
number of established headquarters and regional headquarters. This implies that a
world city is a base point for controlling and coordinating the New International
Division of Labor (NIDL), which was initially mapped by Hymer. On the other hand,
the Global City study, which is represented by Sassen, considers the “production”
process of specialized services consequent upon interactions between firms and the
agglomeration of producers in the service industry. It means that a global _city is not a
base point but a geographiéal place, such as an industrial district. Perspectives of the
global city are conscious of linkages among firms within a city and the dynamics that
affect the position of networks of industrial districts and hierarchy of urban systems.

In Southeast Asia, we have witnessed emerging cities where major TNCs have
been concentrating since the latter half of 1980s. TNC-owned manufacturing plants
have been appearing in industrial parks on the outskirts of cities, whereas their

commercial arms have agglomerated at city centers where office towers are being, or
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have been, built. These TNC locations reflect on urban structures and configure “mega-
cities” or “mega-urban regions.”

These findings are also convert theoretical framework from “over-urbanization”
to FDI (foreign direct investment)-led urbanization. In this regard, the perspective of
the World City study was introduced to the studies on Southeast Asian cities in order to
explain these changes. Furthermore, cities are rated on the number of TNCs that find
hierarchical urban systems in South-East Asia. However, the locations of TNCs have
been regarded as external influences on these changes. Moreover, scant attention has
been paid to the practical operations of TNCs and interactions between firms within a
given city. Consequently, the fact of whether quantitative expansion of TNCs in
Southeast Asia has brought qualitative changes into the economies of these cities has
been disregarded.

There is, however, another important point for considering a city as a global city.
TNCs such as electronics firms have built a large numbers of manufacturing plants in
Southeast Asia. Some reports said that certain production linkages are localized by
TNCs, accompanying the agglomeration of supplier plants. In addition, we have
recognized that TNCs agglomerate their subsidiaries for sales and purchasing functions
in specially selected cities, such as Singapore. These subsidiaries are also make
transactions with other firms within these cities to reduce transaction costs. This
instance suggests that inter-firm relations, which are conducted by office estab-
lishments, are also important for the development of Southeast Asian cities.

This implies that an increase in the number of TNCs in these cities should allow
these cities to be considered not only world cities, but also as global cities. Although the
Global City study is not focused on the office functions of manufacturing firms directly,
but producers of specialized services, its perspective is valuable for tracing dynamics of
interactions among firms basing on the studies of industrial districts. Alternative
perspectives on Southeast Asian cities will increase the comprehensive understanding

of cities under economic globalization.



