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For Rana




If everything that exists has a place, place too will have a place, and so on ad infinitum.

—ARISTOTLE


 



 



How in the image of material man, at once his glory and his menace, is this thing we call a city.


—FRANK LLOYD WRIGHT


 



 



The large towns and especially London absorb the very best blood from all the rest of England; the most enterprising, the most highly gifted, those with the highest physique and the strongest characters go there to find scope for their abilities.


—ALFRED MARSHALL
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THE QUESTION OF WHERE
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IF SOMEONE ASKED YOU TO LIST LIFE’S BIGGEST DECISIONS, what would you say? If you’re like most people, you’d probably start with the “what factor,” as I call it. Most will say that one of the key decisions in life is figuring out what you want to do for your career. Even if money can’t buy happiness, many people believe that doing work you love is likely to give you a prosperous and fulfilling life. My father drilled that notion into me. “Richard,” he would say, “you don’t have to end up in a factory like me, working hard and punching a clock for modest pay. You need to be a lawyer or a doctor, so you can do something important and make good money.”

Many would add that an essential prerequisite to financial and career success is getting a good education and attending the right schools. Graduate from Harvard, Oxford, the Sorbonne, or the University of Tokyo, so goes the theory, and the rest will take care of itself. A good education is the means to a great job, a solid financial future, and a happy life. My parents, like so many  others, were education fanatics. Even though they struggled to make ends meet, they put my brother Robert and me in Catholic school—which required not only tuition but also regular contributions to the local parish—and impressed upon us day and night the importance of studying hard, getting good grades, and going to college. They inspected our report cards and gave us rewards for good marks. Like so many other hardworking and devoted parents of modest means, they saw education as the key to upward mobility.

Others, meanwhile, will argue that while jobs, money, and schooling are surely important, the most critical decision in life is picking the right life partner—someone who will support you in all your endeavors and love you unconditionally along the way, what I think of as the “who factor.” Those who study human psychology agree that loving relationships are key to a happy life.1 My mother knew this intuitively. She turned down many college-educated suitors to marry my dad, a factory worker and World War II veteran with an eighth grade education. “Richard,” she would say, “it was the best decision of my life by far. Sure, some of those other guys made more money. But love is what is really important. I have been madly in love with your father every day of my entire life.”

Without question, both of those decisions—the what and the who—mean a great deal to our lives. But there is another decision that has an equal, if not greater, effect on our economic future, happiness, and overall life outcome: the “where factor.”

Maybe this seems so obvious that people overlook it. Finding the right place is as important as—if not more important than—finding the right job or partner because it not only influences those choices but also determines how easy or hard it will be to correct mistakes made along the way. Still, few of us actually look at a place that way. Our approach is haphazard at best, dictated by where we grow up, where we go to school, or where we  find a job. Perhaps it’s because so few of us have the understanding or mental framework necessary to make informed choices about location.

The place we choose to live can determine the income we earn, the people we meet, the friends we make, the partners we choose, and the options available to our children and families. People are not equally happy everywhere, and some places do a better job of providing a high quality of life than others. Some places offer us more vibrant labor markets, better career prospects, higher real estate appreciation, and stronger investment and earning opportunities. Some places offer more promising “mating markets.” Others are better environments for raising children.

Place also affects how happy we are in less palpable ways. It can be an island of stability in a sea of uncertainty and risk. Jobs end. Relationships break up. The right place can be a hedge against life’s downsides. I hate to dwell on the negative, but you need to think about this. It’s always terrible to lose a job, even worse to suffer a breakup with a significant other. As bad as those are, however, they are substantially worse if you happen to live somewhere with few options in the job market or the mating market. It’s exponentially easier to get back on your feet when your location has a vibrant economy with lots of jobs to choose from, or a lot of eligible single people in your age range to date.

The point is, where we live is a central life factor that affects all the others—work, education, and love. It can make or break work arrangements and personal relationships. It can open new doors. And regardless of what kind of life we envision for ourselves—whether we aspire to make millions, have a family, or cultivate a bachelor lifestyle—choosing where to live is a decision we all must make at least once. A good number of us will make it multiple times. The average American moves once  every seven years. More than 40 million Americans relocate each year, and some 15 million make significant moves to a new county or state.2


This is a global phenomenon. The United States may be the world’s most mobile society, but around the world highly educated and skilled people are more mobile than ever before. As Chapter 7 will show, global cities are magnets for people—particularly those who are ambitious and highly skilled. Some three in four residents of fourteen large global cities—London, Paris, Tokyo, Sydney, Shanghai, Beijing, and others—report that they “chose” their city, according to a 2008 survey of more than 8,500 people in these cities, and didn’t just end up there by accident.3


If you ask most people how they got to the place they live now, they’ll say they just ended up there. They stayed close to family or friends, they got a job there or followed a love interest. Some don’t even see that there’s a choice to be made at all.

Still, many of us can and do make a deliberate choice. For the first time ever, a huge number of us have the freedom and economic means to find the place that fits us best. But this remarkable freedom forces us to decide among a large number of options. Today there are many types of communities out there, all with something different to offer.

With choice comes responsibility. The key is to find the place that makes you happy and enables you to achieve your life goals. For some people, career and wealth are big components of happiness, but that is far from everybody. Many of us know people who left good jobs and prosperous professional careers to do something they truly love. Others move back to their hometown after university perhaps to help run the family business or more likely to be closer to family and friends. They prefer family and community to wealth. And many people are very happy where they are. These people may know the real value of community better than others do. What they value about place is the opportunity to lead their lives in the town and among the people already familiar to them.

Remember, when it comes to place, we can’t have it all. There are real trade-offs to be made. Many people who move for their career give up the joy of being near family and lifelong friends. Those who choose to stay close to family and friends may give up economic opportunities.

Before I go any further, I want you to think hard about the following questions.


• How do you feel about the place where you’re living now? Is it somewhere you really want to be? Does it give you energy? When you walk out onto the street (or the country lane) in the morning, does it fill you with inspiration or stress? Does it allow you to be the person you really want to be? Are you achieving your personal goals? Is it a place you would recommend to your relatives and friends?

• Have you thought about moving? If so, what are the top three places on your radar screen? What do you like about them? What do they offer you? How would your life be different in these places?

• Have you ever sat down and compared where you’re living now to the places you like? Honestly, have you given this a fraction of the thought and energy you’ve given to your job and career prospects, or if you’re single, to your dating life?



If you have, you are part of a very small minority. For such an important life decision, it’s remarkable how few of us explore all the options or sufficiently ponder all of these questions.

Maybe that is because we’re not fully informed. It’s a mantra of the age of globalization that where we live doesn’t matter. We  can work as efficiently from a ski chalet in the Alps or a country house in Provence as from an office in London, New York, or Tokyo, as long as we have wireless and a cell phone.

But impressive new technologies notwithstanding, the so-called death of place is hardly a new story. First the railroad revolutionized trade and transport as never before. Then the telephone made everyone feel connected. The automobile was invented, then the airplane, and then the World Wide Web—perhaps the quintessential product of a globalized world. All of these technologies carry the promise of freeing us from geography, allowing us to move out of crowded cities to lead bucolic lives of our own choosing. Forget the past, when cities and civilizations were confined to fertile soil, natural ports, or raw materials. In today’s high-tech world, we are free to live wherever we want. Place, according to this increasingly popular view, is irrelevant.

It’s a compelling notion, but it’s wrong. Today’s key economic factors—talent, innovation, and creativity—are not distributed evenly across the global economy. They concentrate in specific locations. Major innovations in communications and transportation allow economic activity to spread out all over the world. In today’s creative economy, economic growth comes from the clustering and concentrating of talented and productive people, what I call the clustering force. New ideas are generated and our productivity increases when we locate close to one another in cities and regions. The clustering force makes each of us more productive, which in turn makes the places we inhabit more productive, generating great increases in output and wealth.

Because of the clustering force, cities and regions have become the true engines of economic growth. No wonder these locations continue to expand. Today, more than half the world’s population lives in urban areas. A large and growing share of  economic output is produced in cities and their surrounding metropolitan regions.

These metropolitan regions are morphing into megaregions, home to tens of millions of people producing hundreds of billions and even trillions of dollars in economic output. As Chapter 3 details, the world’s forty largest megaregions, which account for about 18 percent of global population, produce two-thirds of global economic output and more than 8 in 10 of the world’s innovations.

The trend is most pronounced in the emerging economies, particularly the BRIC nations (Brazil, Russia, India, and China), where megaregions literally are the economy. The Rio de Janeiro-São Paulo megaregion is home to 10 percent of Brazil’s population but creates 40 percent of its output. China’s megaregions account for more than two-thirds of the country’s total economic output.4


Place remains the central axis of our time—more important to the world economy and our individual lives than ever before.

As the most mobile people in human history, we are fortunate to have an incredibly diverse menu of places—in our own country and around the world—from which to choose. That’s important because each of us has different needs and preferences. Luckily, places differ as much as we do. Some have thriving job markets, others excel at the basics, like education and safety. Some are better for singles, others for families. Some are more about work, some play. Some lean conservative, others liberal. They all cater to different types, and each has its own personality, its own soul. The different personalities of places seem like hard variables to get a handle on. On your own, it might border on the impossible. But I have mapped them, and you can find the maps in Chapter 11.

It’s not just that places have different personalities. What we need from a place also shifts with each stage of life. When we’re young, just out of school and single, many of us want a place that  offers lots of jobs and opportunities for career advancement, a great nightlife, and a vibrant mating market filled with single people to meet and date. As we get older, and certainly when we marry and have children, our priorities change. We want a place that offers good schools, safe streets, and better lives for our families. And when the children go off to college and leave the house, our needs and interests change yet again.

At each of these turning points, and at many others along the way, a growing number of us have the opportunity to choose a place that truly fits our needs.

But how do we begin to think about that choice? Some fifty years ago, the brilliant economist Charles Tiebout outlined a powerful framework for identifying the trade-offs involved in choosing our place.5 Tiebout argued that communities specialize in the bundles of services or “public goods” they offer—such as education, police, fire, parks, and what not. Different bundles of services and different qualities of services come with a price, paid as taxes. So when we choose a place, we’re not only selecting a physical location, we’re also picking the bundle of goods and services that will be available to us there. As Tiebout famously argued, people will “vote with their feet,” selecting the particular community which offers goods and services compatible with their particular preferences and needs. Tiebout’s model provides a basic logic for thinking about what we value in our communities. When given a wide range of choices, we need to identify our key needs and priorities and then find a place that meets them at a price we are willing and able to pay.

For most of us, the place where we live is our single largest investment. Superstar cities like London, Paris, Tokyo, Shanghai, or New York come with a hefty price tag, and others such as San Francisco, Amsterdam, Chicago, Toronto, Vancouver, Copenhagen, Stockholm, and Sydney have also become extraordinarily expensive. People who work in finance may find that the  cost of living in London, Hong Kong, or New York is offset by the economic success they can achieve there. The same might be said of filmmakers who choose to move to Los Angeles or fashion designers who need to be in Milan or Paris—and other places at the top of the pecking order in their given industries.

But what if you work in a field for which there is no single best location, or if you’re the kind of person who simply doesn’t aspire to be at the very pinnacle of your industry? Then there are plenty of lovely places out there where you can live for a fraction of the amount. It’s absolutely essential that you weigh your career goals against the quality of life you’d like to achieve.

I wrote this book to help you pick the place that’s right for you. I’ll share with you more than twenty-five years of personal research, as well as the work and findings of other researchers. I’ve structured my advice around three key ideas.


• Despite all the hype over globalization and the “flat world,” place is actually more important in the global economy than ever before.

• Places are growing more diverse and specialized—from their economic makeup and job market to the quality of life they provide and the kinds of people who live in them.

• We live in a highly mobile society, giving most of us more say over where we live.



Taken together, these three facts mean that where you choose to live will greatly affect everything from your finances and job options to your friends, your potential mate, and your children’s future.

The first part of this book tackles the big picture. It looks at how and why place continues to matter to the global economy. It provides maps and statistics that chart the reality of globalization  and the function of megaregions, the new economic units of what I call the “spiky world.” Part I provides the information for understanding how to decide where to live, and it’s the foundation for seeing how your decision will fit into the wider world.

Part II addresses how your location affects your economic situation—the new realities of the job market, trends in the housing market, and real estate appreciation, all of which are real pocketbook issues. It shows how economic advantage accrues in some places more than others, details the new migration of talented and skilled people to a small set of regions, and documents the forces driving the ups and downs of the housing market. It also describes the trend toward the clustering of jobs—high-tech in Silicon Valley, finance in New York, London, and Hong Kong, filmmaking in Hollywood, Los Angeles, and “Bollywood,” India, and music in Nashville, Tennessee.

Part III confronts what is perhaps the biggest trade-off connected with picking a place to live: how to balance career goals against lifestyle and other needs. It looks at the relationship between people’s location and their ability to live happy, fulfilled lives. It draws from a large-scale survey of 28,000 people that I conducted with the Gallup Organization. This study, the Place and Happiness Survey, found that location is as relevant to a person’s well-being as are job, finances, and interpersonal relationships.

Part IV looks at how people’s needs and preferences for where they live evolve and change as they go through three life stages—young and single, married with children, and empty nesters. This section features new rankings my team and I developed of the best places for each of these main life stages.

The last chapter gets practical. It provides the basic tools you need to identify the place that’s best for you. Even if you’re ecstatic about where you currently live, this chapter will help you better understand what you truly desire and need. If you’re  thinking about a move, it provides a detailed guide of what to look for and where to look for it. By the end of this book, you’ll better understand the critical role of place in today’s global economy, and how to maximize your chances for a happy and fulfilling life by picking the place that’s right for you.




PART I

WHY PLACE MATTERS
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SPIKY WORLD
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THE WORLD IS FLAT, SAYS NEW YORK TIMES COLUMNIST Thomas Friedman.1 Thanks to advances in technology, the global playing field has been leveled, the prizes are there for the taking, and all of us are players—no matter where on the surface of the earth we may reside. “When the world is flat,” Friedman writes, “you can innovate without having to emigrate.”

It’s an old idea with a long history. Since the turn of the twentieth century, commentators have been writing about the leveling effects of trade and technology that make place unimportant. From the invention of the telegraph and the telephone, the automobile and the airplane, to the rise of the personal computer and the Internet, many have argued that technological progress has eroded the economic significance of physical location.

The same prophecies persist today. In 1995 The Economist proclaimed the death of distance. “Thanks to technology and competition in telecoms,” journalist Frances Cairncross predicted, “distance will soon be no object.” Four years later the  same magazine proudly announced the conquest of location. “The wireless revolution is ending the dictatorship of place in a more profound way.”2 The new communications technologies were proving to be the great levelers in an increasingly globalized world. Place, we’ve been led to believe, is no longer relevant. We should feel free to live wherever we please.

I’ve spent the better part of the past decade trying to square provocative concepts with the facts. With the help of my research team, I’ve sorted through mounds of studies, statistical evidence, and counterevidence on the critical role of place in the global economy, which the next two chapters will detail. The bottom line?

By almost any measure, the international economic landscape is not at all flat.

“There are many advantages that children can enter this world with—including intelligence, physical power and agility, good looks and caring parents,” wrote UCLA economist and global trade expert Edward Leamer in a devastating review of Friedman’s book The World Is Flat in the highly respected Journal of Economic Literature: “It also matters where you live.”3 And while theoretically we can choose to live virtually anywhere, the reality of the global economy is that certain places offer far more opportunity than others.

The most obvious challenge to the flat-world hypothesis is the explosive growth of cities and urban areas worldwide. More and more people are clustering in urban areas—and there’s no evidence to suggest that they’ll be stopping anytime soon. The share of the world’s population living in urban areas increased from just 3 percent in 1800 to 14 percent in 1900. By 1950, it had reached 30 percent. Today, this number stands at more than 50 percent. In the advanced countries, three-quarters of people live in urban areas.4


Population growth isn’t the only indicator that the world is anything but flat. In this chapter, I’ll show detailed maps that illustrate the extreme concentrations of economic activity and innovation. In terms of sheer economic horsepower and cutting-edge innovation, today’s global economy is powered by a surprisingly small number of places. What’s more, the playing field shows no sign of leveling. The tallest spikes—the cities and regions that drive the world economy—are growing ever higher, while the valleys—places that boast little, if any, economic activity—mostly languish.

Globalization is powerful. Places that never had a chance to participate in the world economy are now seeing some action. In that sense, economic activity and innovation have spread to more places around the world. But not all places, just certain places. So not all places participate and benefit equally. Innovation and economic resources remain highly concentrated. As a result, the really significant locations in the world economy remain limited in number.

Globalization has two sides. The first and more obvious one is the geographic spread of routine economic functions such as simple manufacturing or service work (for example, making or answering telephone calls). The second, less obvious side to globalization is the tendency for higher-level economic activities such as innovation, design, finance, and media to cluster in a relatively small number of locations.

When thinkers like Friedman focus on how globalization spreads out economic activity, they miss the reality of this clustering. Michael Porter, Harvard Business School professor and expert on competitive strategy, dubs this the location paradox. “Location still matters,” he told Business Week in August 2006. “The more things are mobile, the more decisive location becomes.” And this point, he added, “has tripped up a lot of really smart people.”5


The mistake they make is to see globalization as an either-or proposition. It’s not. The key to our new global reality is that the world is flat and spiky at the same time.




The World at Night

I’m a big fan of maps. The ones on the following pages were developed by Timothy Gulden, a researcher at the University of Maryland’s Center for International and Security Studies. They depict global economic activity on a fine spatial scale. When previous versions of these maps were published in the Atlantic Monthly in October 2005, they generated quite a stir.6 Since then, we have updated them to reflect more comprehensive data. Based on traditional measures of population density and new measures of global economic production and innovation, these maps show the striking location-based spikiness of globalization. There are roughly two or three dozen places that dominate the global economy.


Figure 2.1 charts population distribution across the globe. It is based on existing data that my team and I collected in order to identify the world’s megaregions (which I’ll discuss in more detail in Chapter 3). The most populous region is India’s Delhi-Lahore region, which is home to more than 120 million people. There are eight regions with more than 50 million people; another twelve are home to 25 to 50 million; and thirty-three more have between 10 and 25 million people.

Population density is a rudimentary measure of economic activity that does not fully convey the vast gulf separating the world’s most productive regions from the rest. Relatively small cities like Helsinki, Stockholm, and Copenhagen can be immensely rich in per capita output. Conversely, some enormous urban settlements like those of the developing world do not generate a lot of economic output and remain quite poor. So it is important to identify megaregions not just in terms of their population but also in terms of their economic output.

 
FIGURE 2.1. POPULATION IN A SPIKY WORLD
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SOURCE: LANDSCAN GLOBAL POPULATION DATABASE, OAK RIDGE NATIONAL LABORATORY

Unfortunately, there exists no single comprehensive information source for the economic production of the world’s regions. A rough proxy is available, though. The second map shows a variation on the widely circulated illustration of the world at night, with higher concentrations of light and thus higher energy use (and presumably stronger economic production) but in greater relief (see Figure 2.2).

To build these maps, Gulden used data from the U.S. Defense Meteorological Satellite Program at the National Oceanic and Atmospheric Administration (NOAA). He charted contiguous lighted areas, noting the sources behind the emissions—lit homes, powered factories, illuminated streets, and lively entertainment districts. Using a series of spatial and statistical techniques, Gulden was able to estimate the amount of economic activity from the amount of light emanating from these areas. I call Gulden’s measure light-based regional product, or LRP for short.

Once Gulden had derived his estimates, he calibrated them against published figures on economic output of U.S. metropolitan regions and against World Bank estimates of gross domestic product by country. He then overlaid the light-based estimates with detailed population estimates from Oak Ridge National Laboratory to verify that the method produced plausible estimates of economic activity. Finally, Gulden checked his estimates of LRP against GDP estimates by William Nordhaus and his team at Yale University.7 The final result (Figure 2.2) shows our estimates of light-based regional product for every square kilometer on the globe for the year 2000.

As this map shows, the world economy takes shape around a couple dozen megaregions. As the next chapter will detail, two of them produced more than $2 trillion in economic output—greater Tokyo ($2.5 trillion) and the giant megaregion stretching from Boston through New York to Washington, D.C. ($2.2 trillion). These two megaregions would rank as the third and fourth largest economies in the world, about the same size as Germany; only the United States and Japan are larger. Four more megaregions produce more than $1 trillion in output—the great mega that runs from Chicago to Pittsburgh ($1.6 trillion), Europe’s Am-Brus-Twerp ($1.5 trillion), Japan’s Osaka-Nagoya region ($1.4 trillion), and the greater London region ($1.2 trillion). Each of them would place among the top ten national economies in the world; they are all bigger than Italy, Canada, India, South Korea, Russia, or Brazil. There are forty that produce more than $100 billion in economic output each. In addition to becoming the economic powerhouses behind national economies, megaregions are behind the global economy as well.

 
FIGURE 2.2 ECONOMIC ACTIVITY IN A SPIKY WORLD
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SOURCE U.S DEFENSE METEROROLOGICAL SATELLITE PROGRAM

Although they do not yet rival those of the United States, Europe, or Japan, the economies of both India and China are also quite spiky. In China, according to Gulden’s light emission calculations, 68 percent of economic output is produced in places that house just 25 percent of its people. In India, places with 26 percent of the population produce more than half (54 percent) of the nation’s total output. Compare that to the United States, where regions produce economic output roughly in proportion to their population. The population and productive capacity of the United States, as spiky as it is, is spread over a relatively large number of places. China and India, which industrialized much later, have seen their resources and productive capability concentrate to a much greater degree. Our current round of globalization is making the world even spikier than before.




Smart Spots

Population and economic activity are both spiky. But it is innovation—the engine of economic growth—that is most concentrated. It’s here that the playing field is least level. Our third map shows the world’s innovation centers, as measured by patents granted worldwide (see Figure 2.3). Gulden developed these maps through another ingenious method. Using light emissions to define economic regions, he applied U.S. Patent and Trademark Office data that traces the geographic location of every inventor who files a patent in the United States. But because U.S. patent data is biased to U.S. inventors and those from firms and countries that obtain patents in the United States, he used data from the World Intellectual Property Organization to create more accurate estimates for every location in the world.8


The map of global innovation clearly shows a world composed of innovative peaks and valleys. The leaders—the tallest spikes—are the metropolitan regions around Tokyo, Seoul, New York, and San Francisco. Boston, Seattle, Austin, Toronto, Vancouver, Berlin, Paris, Stockholm, Helsinki, Osaka, Seoul, Taipei, and Sydney also stand out. Innovation is also cropping up in certain locations in China and India, as their economies develop. Though they are not nearly as tall as the biggest spikes, a number of cities in these countries are developing significant innovation capability. In India, Bangalore produces about as many patents as Syracuse, while Hyderabad is comparable to Nashville. In China, Beijing produces about as many patents as Seattle or Phoenix, while Shanghai produces about as many as Toronto or Salt Lake City. Our own estimates show that innovation in these cities increased fourfold between 1996 and 2001 and has likely grown at an even greater rate in recent years. Beijing and Shanghai appear poised to join the ranks of global innovators.

This trend may come at the expense of the United States, which has long depended on the innovative and entrepreneurial capabilities of Indian and Chinese immigrants. The detailed research of AnnaLee Saxenian, of the University of California-Berkeley, has shown that Indian and Chinese entrepreneurs ran roughly 25 percent of all Silicon Valley start-ups from 1980 to 1999, which generated $17 billion in annual revenue and about 58,000 jobs.9 By 2005 that percentage had increased to 30 percent.

 SOURCE: THE WORLD INTELLECTUAL PROPERTY ORGANIZATION; UNITED STATES PATENT AND TRADEMARK OFFICE
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SOURCE : THE WORLD IN INTELLECTUAL PROPERTY ORGANIZATION, UNITED STATES PATENT AND TRADEMARK OFFICE

But as the map shows, there are at most two dozen places worldwide that generate significant innovation. These regions have ecosystems of leading-edge universities, high-powered companies, flexible labor markets, and venture capital that are attuned to the demands of commercial innovation—and there aren’t many of them.

This spiky pattern for commercial innovation can also be seen in its financing. Venture capital—funds invested in high-tech companies—is also geographically concentrated. The United States boasts a major center in Silicon Valley, with smaller ones in Boston, New York, and a few other cities. Outside the United States, several locations in Europe, as well as in India, China, and Israel, are considered up-and-coming, according to technology expert Martin Kenney of the University of California-Davis.10 But despite the relatively limited number of venture capital hot spots, venture capital firms often invoke the “twenty-minute rule.” Only companies within a twenty-minute commute of the venture capital firm’s office are considered worthy of a high-risk investment. Not even high-tech companies whose products and services are based in long-distance communication are considered worth the risk if their physical location is too far away. Firms do make exceptions, but given the hands-on demands of venture capitalism, proximity to clients, investors, and colleagues is highly prioritized. The twenty-minute rule in part explains why so many start-up companies eventually find themselves moving to Silicon Valley, even if they were founded elsewhere. And just three cities worldwide dominated the global market in initial public offerings (IPOs) as of summer 2007: London ($51 billion), New York ($46 billion), and Hong Kong ($41 billion).11





Star Scientists

Scientific discovery—the source of much technological innovation—is also concentrated and spiky. Most significant discoveries occur in a handful of locations, primarily in the United States and Europe.

The fourth map (see Figure 2.4) shows the residence of the 1,200 most heavily cited scientists in leading fields. It is based on data originally compiled by geographer and urban planner Michael Batty of University College London.12 A 2006 National Bureau of Economic Research study by Lynne Zucker and Michael Darby identified a similar pattern. Tracking the location of more than five thousand star scientists and engineers between 1981 and 2004, across 179 U.S. regions and twenty-five countries, Zucker and Darby find major concentrations on the East (Boston, New York, Washington-Baltimore) and West coasts (San Francisco, Los Angeles, and Seattle), around Chicago and several other North American regions, as well as major European (London, Amsterdam, Paris) and Japanese cities, as well as in several other locations.13


Note the similarities between the third and fourth maps. Commercial innovation and scientific advance are both highly concentrated, and there are places that enjoy both and do very well in the global economy. But not all regions do both well. Several cities in East Asia—particularly in Japan—are home to significant commercial innovation but depend on scientific breakthroughs made elsewhere. Similarly, other locations excel in scientific research but not in commercial adaptation.

When you look at the four maps together, an intriguing pattern appears. With each layer that is added—population density, economic activity, and innovation—the map becomes increasingly concentrated. At the base, population is already highly concentrated: most of the world’s people live in a relatively small number of big cities. The distribution of economic activity is even more skewed. Many locations, despite large populations, barely register. Innovation and star scientists come from fewer places still.

 
FIGURE 2.4 STAR SCIENTISTS IN A SPIKY WORLD
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SOURCE: MICHAEL BATTY, CENTRE FOR ADWANCED SPATIAL ANALYSIS, UNIVERSITY COLLEGE LONDON

The world gets spikier and spikier the farther you climb up the ladder of economic development, from producing basic goods to undertaking significant new innovations.

Geographic concentration is particularly important for innovation, as we’ll see in Chapter 4. Ideas flow more freely, are honed more sharply, and can be put into practice more quickly when innovators, implementers, and financial backers are in constant contact with one another, in and outside of work. Creative people cluster not simply because they like to be around each other, or because they all happen to prefer cosmopolitan centers with lots of amenities, though both of those things tend to be true. Creative people and companies cluster because of the powerful productivity advantages, economies of scale, and knowledge spillovers such density brings.

So although it may not be necessary to emigrate to innovate, geographic concentration remains a prerequisite for cutting-edge innovation. Innovation, economic growth, and prosperity continue to occur in places that attract a critical mass of top creative talent. Because globalization increases the returns on innovation—by allowing for fast rollouts of innovative products and services to consumers worldwide—it increases the lure of innovation centers for our planet’s best and brightest. All this only reinforces the spikiness of economic activity across the globe.




Peaks and Valleys

In the past, cities of one country or region competed for investment and for talent with other cities in that same country or region. Now locations across the globe compete with one another. Increasingly, the most competitive global contests are for bright, innovative, and entrepreneurial people.

The landscape of the spiky world can be characterized by four kinds of places.


• The first group comprises the relatively small number of locations that generate innovations. Those are the tallest spikes. They have the capacity to attract global talent, generate new knowledge, and produce the lion’s share of global innovation. Thanks to the ever-increasing efficiency of long-distance communication and transportation, ideas circulate among these places easily and constantly.

• The second group includes regions that use established innovation and creativity—often imported from other places—to produce goods and services. Those are the world’s emerging peaks. Some of them, such as Dublin, Seoul, and perhaps Singapore and Taipei, are transitioning into places that not only use knowledge but generate it. Most of them, though, function primarily as the manufacturing and service centers of the twenty-first-century global economy. From Guadalajara and Tijuana to Shanghai and the Philippines, they produce the world’s goods, take its calls, and support its innovation engines.

• The third group is composed of the megacities of the developing world—with large population concentrations but insufficient economic activity to support their people. Many of these megacities are ravaged by large-scale “global slums” with dense concentrations of homelessness, poverty, and deprivation, high levels of social and political unrest, and little meaningful  economic activity.14 These places, increasingly disconnected from the global economy, make it difficult to celebrate what appears to be a level world for a fortunate few.

• Finally, there are the huge valleys of the spiky world—rural areas and far-flung places that have little concentration of population or economic activity, and little connection to the global economy.



The main difference between now and even a couple of decades ago is not that the whole world has become flatter but that the world’s spikes have become more dispersed, and that the world’s hills or emerging peaks—the industrial and service centers—have proliferated and shifted. For the better part of the twentieth century, the United States claimed the lion’s share of the world’s economic and innovative peaks, with a few outposts in Europe and Japan. But the United States has since lost many of those peaks, as industrial-age powerhouses such as Pittsburgh, St. Louis, and Cleveland have fallen back from the global front lines. At the same time, regions in Europe, Scandinavia, Canada, and the Pacific Rim have stepped up.

For some, the world today looks flat because the economic and social distances between the peaks have gotten smaller. People in spiky places are often more connected to each other, even from half a world away, than they are to people and places in their own backyards. This peak-to-peak connectivity is accelerated by the highly mobile creative class of about 150 million people worldwide. They participate in a global technology system and a global labor market, both of which allow them to migrate more freely among the world’s leading cities. While the world itself is far from flat, the dense network of interconnections among its peaks can make it appear that way to a privileged minority.

A Brookings Institution study by demographer Robert Lang and world cities researcher Peter Taylor documents the connective fibers linking the world’s peaks, as well as the growing economic and social distance separating them from the world’s valleys .15 Lang and Taylor identify a relatively small group of leading interconnected locations—places like London, New York, Paris, Tokyo, Hong Kong, Singapore, Chicago, Los Angeles, and Milan. They also identify a much larger group of city-regions that enjoy far less connectivity to the world economy.

A 2007 Economist report on global finance markets reached similar conclusions. While technology has made cross-border financial dealings a snap, the world’s major financial centers are spikier and more clustered than ever. “Why would financiers want to live and work in pricey, jam-packed urban jungles?” the article asks. “Armed with broadband, mobile phones and BlackBerries, they could work from almost anywhere.” But London, New York, and Tokyo, as well as rising hubs like Hong Kong and Singapore, are consolidating their hold on global finance. The article adds, “Unlike the walled medieval city-states, today’s financial centers are increasingly dependent on their connections to one another. Technology, the mobility of capital and the spread of deregulation around the globe have created a vibrant and growing network. When one city is asleep, another is wide awake, so trading goes on round the clock. The number of transactions between financial centers has surged recently as investors have diversified across regions and asset types.”16 It’s just more evidence of peak-to-peak connectivity among the world’s spikiest places, the flip side being the growing economic and social distance between them and the rest of the globe.

Conceiving of the world as spiky has very different geopolitical and economic implications than seeing it as essentially flat. The flat world theory says that emerging areas can easily plug in to the rest of the world. Emerging economies like India and  China combine cost advantages, high-tech skills, and entrepreneurial energy, which allow them to compete effectively for manufacturing and standardized service industries. In the flat world view, the tensions set in motion by the increasingly leveled playing field afflict mainly the advanced countries, which see not only manufacturing work but also higher-end jobs, in fields like software development and financial services, moving offshore.
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