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Introduction
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Tokyo, and Hong Kong are clearly connected to the world economy through their dense

populations of transnational corporatiof$¥NCs) These companies are the focus of thipgra

and are major factors in shaping global connectedness. However -aiteggmare not the only

places that transnational corporations locate. Furthermore, there are mgmsof activity

that occur within the spatial networks of these corporatiorior example, a company may

engage in administration, production, and distribution servic#éth advances in

communication and transportation technologiesis less important for these services to be

located near one another. However, geographicalatiristics of an area play an even more

important role in determining TNC locatians

Globalization

What is globalization and why does it matte@&lobalization is the process by which people,

societies, and especially economies from around the wordogcoming increasingly

connected.¢ KS&S O2yySOGA2ya INB YIRS Ay A&ATHis NR Ol (S
is happening througlelectronic communicatiolsources such as tHaternetand television,

which has allowed for the growth of@mmerce and the permeation @gbrimarily)western

cultures throughout the world Furthermore, global connectivity is fostered (and has been for
centuries) by trade of goods and services, the volume efficiency of which has grown

substantially due to communications and transportation technology.



Relationships on the international scale are fostered in part leygbvernments of nations.

Treaties, trade agreements, and other interactions alypi O2 dzy G NA Sa & Of 2 4 SNE
While it is true that the technological growth has led to increased connectedness in parts of the
world, there has also been a rise in the importance of local economic clusters. Hirst and
Thompson (1992) discuss thise of trade blocs such as NAFTA and the EU. While global trade

has grown, an increasing amount of trade is being done between countries near to one

another.

Trade blocs are born from agreement between nations, yet private TNCs also do business
globdly, many recently adopting a locally focused operation model. Sony Corporafers to
their global business modél 3t 2 Ol f Thé locdl focis of these companies is generally
accomplishedhrough decisions about what types of business functiamsperformed in each
locality. Furthermore, TNCs must balance control of operations between the corporate

headquarters in the home country and managers hired in auxiliary locations.

The Transnational Corporation
Dicken (2007¢lefines the TNC as:

A firm that has the power to coordinate and control operations in more than
one country, even it does not own them.

These large enterprises, with their abilities to transcend national borders, represent one
of the two major players in globalization, and are fbeus of this paper. Together with

states, they help to directly connect cultures and economies throughout the world.



The economic landscape is increasingly seeing TNCs that are nothing more than the
administrators of the logistics in a supply chain. efkr instance, does not actually own the
operations that manufacture its shoes, but does control the design and marketing and also
exerts its influence on the wages, hours, conditions, and materials at each of its suppliers

(Donaghu and Barff, 1990

The disconnect between the company that provides the brand and the actual product might
suggest to some that place no longer matters. Some have argued that companies today care
more about profit than they do about allegiances to the country in whicly theve located
their corporate headquarters.
For exampleChoate(2008)writes:
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1997 requesting that they open their next annual shareholder meeting with the
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Many of the reasonfor rejecting the requestited by these companies included mention that a
large number of their shareholdevgere from foreign countries, or that their business revolved

simply around profits and not country ties.

Why TNCs locate where they do
It would seem that place no longer matters when it comes to TNC locations. HoWésern
lists two majorplacespecificfactorsthat contributeto the location of TNC investment: market

orientation and asset orientation. Market orientation basically speaks to the size, structure and



accessibility of the market for a good or service. Clearlyitisinthédonf @ Qa o0Sad Ay d S|

locate in an area in which there is plenty of customers willing to buy the product, and an area in
which the infrastructure allows those people to fill that demardlorbergHodge (200Bspeaks
a bit more indepth as to the types ahfrastructure that nations can provide to lure TNC
investment. Her four classes of infrastructure are:

1 Longdistance transport networks

1 Energy infrastructures

1 Highspeed communications and information networks

1 Research and development institutions

Asseé orientation is equally important, and refers to the availability of production assets needed
in a company. For instance, the presence of a natural resource drives the decisions to locate
refining and extraction operations, and may play a role in otbactions such as

manufacturing and distribution. Most of all, assets incluttescharacteristics of local labor

pools. These characteristics include skill level, wage rate, unionization, and mobility. Different
operations require different levels in el of these categories (administrative and coordination

functions may require a college degree and/or computer skills).
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global economy. A corporation has to &ele to move itgroduct;it requires reliable energy to
maintain uptime in factories, communications and information systésredlow workers to be

connectedregardless of locatiofand alsao allow ecommerce if applicableand research and
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developmentto change with the overall market conditionBurthermore, it must tailor is

network to take advantage of the locations of appropriate labor skills and wage rates.

Large Cities

Large cities have the advantage of being able to prothdenecessary infigtructurethrough
international airports, ports and harbors in the case of coastal cities, highly developed business
districts, and a large population to fund public endeavors to attract investment. The population
aspect of large cities also has the addeshefit of allowing companies to choose employees

from a largeand diverse labor pool.

Furthermore, major metropolitan areas usually have high concentrations of corporate activity.
For example, Manhattan has a large number of financial institutiorisark looking to open a
regional office may look to New York knowing that there are plenty of qualified people in the
area to fill open positions. The company knows that these employees will bring with them
information regarding their former companieshi¥ exchange of knowledge is a driving force

behind many highly innovative regions (ex. Silicon Valley).

Medium Cities

Medium-sized cities also are able to offer many of the same incentives to investment that
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necessarily mean that they do not attract TNC attention. Many TNEbpes involve work

that requires lowerskilled employees. For example, a warehousing and distribution center or a



manufacturing facility is essential to many corporate structures, but does not require workers

to have advanced degrees.

Even in citieshat do not offer large airport services or contain high concentrations of corporate
activity, there are placspecific qualitiesg.g.low-wage labor otax incentive} that are

attractive to TNCs.

Lexington, KY
The city of Lexington, KY was chosen adticus area because:
f Itis a mediurmsized city with a population of approximately 260,600
1 Itis the location of major transnational corporations that engage in each type of
operations that will be examined by this study (administration, manufacturind, a

warehousing/distribution).

It is important to note that the hope of this study is that the findings will be able to be applied
to any mediumsized city that is home to a transnational corporation, making the selection of

Lexington, KY mostly arbitraayd for illustrative purposes only.

12000 Census Dathttp://quickfacts.census.gov/gfd/states/21/21067.html



Research Design
The purpose of this research is to understand the degree to which a meslzed city, in this
case, Lexington, KY, is connected globally though the networks of transnational corporations

with locations in the city.
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definition, also mentioned above:

A firm that has the power to coordinate and control operations in more than one
country, even it does not own them.
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most recent census. While not integral to the results of this stidit, S & YSRA dz¥Y NJ y3S¢

will be considered as cities with populations between 200,000 and 800,0Qkresi

The TNCs that will be the focus of this paper are:

Company Name Operation Type # Employees Lexington Rank by #
Employees

Lexmark International Administrative/Headquarters 3130 4

Toyota Motor Manufacturing 7000 2

Company

Amazon.com Warehousing/Distribution 950 16

tKSaS O2YLI yASa oSNBE OK2aSy 2y GKS ONRGSNRI

employers, they were publicly traded companies, and they were each-weethgnized names

2 Lexington Chamber of Commerdsgtp://www.lexchamber.com/doc_lib/major_area_employers.pdf



with strong market shares in their respective industries. These factors meant that they would
LINE OARS (KS adNRy3aSald AfftdaGNrdAaAz2ya 2F [ SEAy3

networks.

Data

Lexmark International

Figurel - Headquarters and business offices of Lexmark International. Included are business offices (red dots), regional
headquarters (blue stars), and global headquarters (yellow star, Lexington, ®gyrce: Lexmark International

Hgure 1 shows the locations of business and administrative offices for Lexmark International,
headquartered in Lexington, KY. This distribution is significant in that the largest
concentrations of office locations are in the Northern Hemisphere in deeel@puntries. The
nature of the work done at these offices generally requires more skilled labor (to run

information technology systems and general logistics services for the company). Furthermore,



some of these sitesngage in Research and Development operations for the Lexmark,

employing engineers and designers with high levels of education.

The impact that this distribution of a global network has on the connectedness of Lexington is
that it keeps us disconnectdidom cultures and economies in developing countri@is
disconnect has the consequence of hampering communication channels that may lead to
cultural sharing. More importantly, the divigeay also impede the flow of investment and

trade between the Lergton area economy and the growing markets of the developing world.

The nature of the business being conducted at these sites makes this network significantly
more integrated than that of the manufacturing network that follows. Since many of these
locations serve essentially the same purpose for the company (sales, logistics, development),
they must be highly coordinated in order to ensure proper client relations and the smooth
movement of information intreD 2 Y LI y & & [ SEAY 3G 2y QarterdlierS | &
that it controls this coordination between sites and therefore must be closely tied to each

location within the network.
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markets around the worldHowever, the clustering of these connections to the developed
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cultures largely untapped.



Toyota Motor Company

Figure2 - Toyota Motor Compay's global manufacturing locations. Blue color indicates the location at Lexington, KY.
Yellow start indicates corporate headquarters. Source: Toyoland.com/toyota/plants.html
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headquarters and administrative network. This pattdrd Ay LJ NI | LINR RdzO(G 2°
as a company. Early in its existence, Toyota was part of a Japanese economy that was highly
protective of infant industries. This primarily explaihe high concentration of manufacturing
OSYiUSNE GAGKAY AGA K2YS O2dzyiNEB 65A01SYy> Hnny

move manufacturing into the target market to combat competition from domestic firms.
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between Lexington and the culture of Japanese society.



As mentioned above, a manufacturing networked not necessarily need close connections
between sites, since each fulfills particular needs (in this case, each site may produce a certain
model of car). However, they must be in close communication with the corporate headquarters
in order tostay curent with vehicle design and other important changes that the

manufacturing site may face. This is an important reason in explaining the strong connection
between Lexington and Japan, but also means that the network may not facilitate strong
connections baween Lexington and the other manufacturing centers located throughout the

world.

Amazon.com

Figure3 - Warehousing and distribution locations for Amazon.conYellow dot indicates Lexington location. Yellow star
indicates corpoate headquarters. Sourcévlalecki and Moriset (2007) andmazon.com



Perhaps one of the clearest examples of TNCs locating in developed countries in the Northern
Hemisphere is the distribution pattern of Amazon.com seen in Figure 3. Unlike that ofrkexma

the reason here is not that warehousing and distribution requires skilled labor. Instead, these
locations represent places that are strategically located to provide services to the majority of

LYFT 202X YSNDS Odzai2 YSNAE ®  Ig HodhistiBafed@hrauniGitonss 2 NI R
networks allow for high numbers of@mmerce transactions, hence the location of

warehouses near large global cities (New York, London, Paris, Tokyo, Hong Kong).
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Lexington is part of a cluster of distribution centers that share one of the important
qualifications for the location of TNC activity in an area. Louisvillddéstsi K S -pdinitst f

Ay G SNY I hub2oyUPE, onk &f & major shipping methods employed by the site.
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the system that the site uses to most efficindistribute orders’® It also has a great deal to do
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is conducted.
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international air freight network originates from the location in Louisvilgp://www.ups.com/aircargo/
4 http://www.amazon.com/gp/help/customer/diplay.html?nodeld=468636#carriers



Conclusion
The growth of globalization through the increased the connectedness of wat#ets is

facilitated primarily by the operations of transnational corporations. Thesparations use

specific geographical qualities to make decisions on where to locate their overseas investments.

Major world cities such as New York and Tokyo ate tbeasily provide these qualifications
and are therefore home to high concentrations of TNC operations. Overlooked are cities with

smaller populations, but still big enough to provide TNCs with the services they require.

The case of Lexington, KYniteresting in that the city is at the lower end of the defined
GYSRAdzY OAGee aoOltS odzi adAatt OFrftfa AdasStT
headquarters/administration, manufacturing, and warehousing/distribution. By mapping the
global networks of these corporations and examining a bit about how they operate, the
connectedness of Lexington (or any city of similar size and TNC activity) through these

corporations can be illustrated.

These maps show that the city is primarily corteddo developed countries, which is not

entirely unexpected. TNCs tend to look for infrastructure development and stable political and

economic climates in whichto locate. 1 Qa Of SI NJ FNRY (KS YI LA GdKI

located in less developed as of the world, but they are few and far between. It would not be

hard to imagine that as these areas continue to develop, more and more transnational

corporations will begin to look to these areas as places to expand. Years from now these maps
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may lookentirely different, and Lexington and other meditsized cities may be highly

connected to new cultures and markets that today are completely disconnected

Areas for improvement

Time and financial restraints held back a large part of the researchtsastudy requires. A
much more irdepth look at interconnectivity between operation sites would be ideal. While
the maps included in this paper allow for spatial observations to be maiseniportant to
understand how each point on the map is cooteal to other points on the map. This study
would benefit from a parallel study of how TNCs facilitate the spread of cultures throughout
their networks This topic is an incredibly complex one, with components that span from
culture to economics, from gividual workers to large corporate structures. Location decisions
made by TNCs take many factors into consideration. Each of these factors applies to the
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Appendix 1¢ LexmarkWVorldwide Locations

(Removedcontainedproprietary information)



Europe

Africa

Asia

Appendix 2 Toyota Motor manufacturing centers
North America

Fremont, CA
Huntsville, AL
Princeton, IN
Georgetown, KY
Buffalo, WV
Long Beach, CA
San Antonio, TX
Blue Springs, MS
Tijuana
Cambridge, Ontario
Delta, BC

Tianjin (6 locations)
Changchun
Guanggi

Sichuan

Guangzhou

South America

USA
USA
USA
USA
USA
USA
USA
USA
Mexico
Canada
Canada

Czech Republic
France

Poland (2 locations)
Portugal

Russia

Turkey

United Kingdom

Kenya
South Africa

China

China

China

China

China

Bangladesh

Taiwan

India (2 locations)
Indonesia (2 locations)
Malaysia (2 locations)
Pakistan

Philippines (2 locations)
Thailand (4 locations)
Vietnam

Japan (11 locations)

Argentina
Brazil
Colombia
Venezuela



Appendix 3 Amazon.com Fulfillment and Warehousing Locations

North America

Phoenix, AZ USA
Goodyear, AZ USA
New Castle, DE USA
Whitestown, IN USA
Munster, IN USA
Coffeeville, KS USA
Campbellsville, KY USA

Hebron, KY USA
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