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There is wide ranging international evidence showing that ownership
and control within producer services are increasingly concentrated in large
enterprises, which are in turn increasingly transnational as a result of
M&As. But concentration has been accompanied by an increasing division
of labor within firms (technical specialization) as well as among firms.
There is growing complexity and increase in the division between internally
produced and externally bought specialized functions. As a result, along-
side the larger firms and their growth there is also a large world of small
highly specialized supplier firms in the service sector. Concentration here is,
then, not in the form of vertical integration but, rather, of complex net-
works of suppliers and contractors. The focus shifts to market segments
rather than products. Externalization and internalization do not necessarily
represent distinct long-term organizational trends, with one replacing the
other; they can coexist (O’Farrell et al. 1992; 1993). Some firms also
decide to re-internalize specific functions, as externalization may weaken
control over possibly sensitive information. Decisions to externalize the
production of producer services deepen the social division of labor and
underlie the massive growth of the sector since the 1980s.

(H{FD) Saskia Sassen (2001) The Global City. 2nd Edition,

Princeton University Press.
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