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Research–driven and clearly written, bestselling economist Richard Florida addresses the
growing alarm about the exodus of high–value jobs from the USA.Today's most valued workers
are what economist Richard Florida calls the Creative Class. In his bestselling The Rise of the
Creative Class, Florida identified these variously skilled individuals as the source of economic
revitalisation in US cities. In that book, he shows that investment in technology and a civic
culture of tolerance (most often marked by the presence of a large gay community) are the key
ingredients to attracting and maintaining a local creative class.In The Flight of the Creative
Class, Florida expands his research to cover the global competition to attract the Creative
Class. The USA once led the world in terms of creative capital. Since 2002, factors like the
Bush administration's emphasis on smokestack industries, heightened security concerns after
9/11 and the growing cultural divide between conservatives and liberals have put the US at a
large disadvantage. With numerous small countries, such as Ireland, New Zealand and
Finland, now tapping into the enormous economic value of this class – and doing all in their
power to attract these workers and build a robust economy driven by creative capital – how
much further behind will USA fall?

From Publishers WeeklyFollowing up on The Rise of the Creative Class (2002), Florida argues
that if America continues to make it harder for some of the world's most talented students and
workers to come here, they'll go to other countries eager to tap into their creative capabilities—
as will American citizens fed up with what they view as an increasingly repressive environment.
He argues that the loss of even a few geniuses can have tremendous impact, adding that the
"overblown" economic threat posed by large nations such as China and India obscures all the
little blows inflicted upon the U.S. by Canada, Scandinavia, New Zealand and other countries
with more open political climates. Florida lays his case out well and devotes a significant
portion of this polemical analysis to defending his earlier book's argument regarding
"technology, talent, and tolerance" (i.e. that together, they generate economic clout, so the U.S.
should be more progressive on gay rights and government spending). He does so because
that book contains what he sees as the way out of the dilemma—a new American society that
can "tap the full creative capabilities of every human being." Even when he drills down to less
panoramic vistas, however, Florida remains an astute observer of what makes economic
communities tick, and he's sure to generate just as much public debate on this new twist on
brain drain. 25-city radio tour.Copyright © Reed Business Information, a division of Reed
Elsevier Inc. All rights reserved. --This text refers to an out of print or unavailable edition of this
title.From BooklistProfessor Florida makes an impassioned plea, using his first book, The Rise
of the Creative Class (2002), as a jump start, for the U.S. to retain its stature as an open and
welcoming home for talent. And lest readers think that the author has overstated the hype, that
engineers, scientists, and other innovators are not emigrating from America, he musters up an
incredible quantity of quality statistics that would disable any contrarian, from the unaffordability
of our cities to our insistence on outsourcing. Yet this brain drain is not attributable simply to
verifiable factors; rather, it is in large part driven by our demise as an open, tolerant society.
Look at the numbers of films now produced in Toronto, New Zealand, and Australia. Who now
has the lead in developing new ideas in consumer electronics? Note the decreasing numbers
of Nobel Prizes awarded to U.S. citizens. How do we solve the problem? He admits his four-



pronged program is not an overnight panacea; it requires a profound societal shift. Barbara
JacobsCopyright © American Library Association. All rights reserved --This text refers to an out
of print or unavailable edition of this title.Review“Required reading for elected officials, policy
makers, educators, business leaders and every citizen concerned about the future of this
country.”About the AuthorAuthor of the bestselling The Rise of the Creative Class and Who's
Your City? Richard Florida is a regular columnist for The Atlantic. He has written for the New
York Times, the Wall Street Journal, The Economist, and other publications. His multiple
awards and accolades include the Harvard Business Review's Breakthrough Idea of the Year.
He was named one of Esquire magazine's Best and Brightest (2005) and one of
BusinessWeek's Voices of Innovation (2006). He lives in Toronto, Canada.--This text refers to
an out of print or unavailable edition of this title.Read more
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TheFlight of the Creative ClassRICHARD FLORIDAFor Eleanor FloridaAs long as I have any
choice in the matter, I will live only in a country where civil liberty, tolerance, and equality of all
citizens before the law are the rule.—ALBERT EINSTEIN, upon coming to the USA,
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DivideNotesIndexAcknowledgmentsCopyrightAbout the PublisherPrefaceIn spring 2006,
almost one year to the day after the original edition of this book came out, I was working in my
garden with our landscaper. A soft-spoken man in his early forties, he’s the father of a young
family and an immigrant from Latin America.We got to talking about the march in Washington,
D.C., for immigrants’ rights, which had taken place the week before. He was there, he said,
because he saw America as a place that gave him so much opportunity and he wanted that for
others. He leaned on his truck, exhausted from the short nights and long work hours he was
putting in.He got up at 3:30 A.M. every morning, he explained to me, so that he could work on
the books before rounding up his crew at 5:30. He worked outside until dusk, went home to his
wife and children, made phone calls to clients and customers after his kids were in bed, turned
in by 10 or 11 P.M., and got up to do it all over again four or five hours later.His story inspired
me. I’m sure it was partly the way he reminded me of my own grandfather. An Italian immigrant
who died before I was born, my grandfather spoke only the most rudimentary English. But he
owned a truck that allowed him to sell curtains and linens door-to-door in Newark, New Jersey,
in the 1920s and 1930s. In front of me was that same kind of man, a humble immigrant, far
from his homeland, creating opportunity for himself and for others building a small
entrepreneurial business.Like my own grandfather, he wanted his children and his
grandchildren to grow up in a great country, without stigma, and with more opportunity than he
had back home. He would work hard to give them everything he didn’t have. Like my
grandfather and my father, what he wanted most to give them was a place where they could
find opportunity and an education they could use to better themselves. With a dedicated father
like that, there’s no telling what his children and his grandchildren might someday go on to
accomplish.I was reminded of the young man I write about in this very book, who challenged
me and Iowa governor Tom Vilsack at a major conference on that state’s economy to
understand that economic growth was about more than attracting high-skilled immigrants. He
stood up proudly and told us that it was he and four other young people, all the children of
“unskilled” Hispanic and Latino immigrants, who remained in Iowa after graduating from
Grinnell College. They were the only five who did so, because they wanted to give back to the
state that gave their families such opportunity.I was also reminded of the high school boys from
outside Phoenix, Arizona, who had built a robot they called Stinky in their backyard. They
entered Stinky in a major robotics competition and beat the kids from MIT and Stanford and
Carnegie Mellon. Not one of those boys planned to attend college; their families couldn’t afford
it.I thought then about the young man at Princeton, Dan-el Padilla Peralta. Despite being raised
in poverty—not to mention homeless shelters—Padilla had gone on to a distinguished
undergraduate career. He was president of his class and one of the nation’s and the world’s



leading young classics scholars. He finished as Princeton’s salutatorian—yet was unable to
claim a scholarship he won to Oxford University without being barred from returning to the
United States for ten years. All because his mother was an illegal immigrant.My thoughts raced
to the case of the distinguished Indian scholar, Goverdhan Mehta, president of the
International Council for Science, a leading scientific organization, who was denied entrance to
the United States after several attempts to file the necessary paperwork for his visa. Dealing
with the U.S. consulate was “the most degrading experience of my life,” Mehta said.I had
argued in this book that openness to talented and creative people from around the world was
the secret weapon of American economic competitiveness. Unfortunately, it looks like the
arguments I set forth are more relevant now than ever before.Turn on the TV any given
evening, and you’re bound to see Lou Dobbs railing on the threat that foreigners pose to
America. On one side, the pundits say, is the threat of outsourcing and off-shoring, of high-
paying American jobs moving to China and India. On the domestic front, there’s the additional
threat posed by immigrants. High-skilled H-1B visa-holders replace American software
developers, while low-wage illegal immigrants take away service jobs. Never mind that the best
research has found that immigrants don’t necessarily replace native-born Americans, but tend
take on work that they either cannot or are not qualified to do.New York Times columnist Tom
Friedman tells us the “world is flat,” that it has become one gigantic level playing field.
Opportunities are now boundless for all the globe’s citizens, and the result is cause for concern
for Americans whose jobs are threatened by increasingly enterprising Indian and Chinese
people. In a telling phrase, Friedman writes that “you no longer have to emigrate in order to
innovate.”Friedman gets half the globalization story right. There are powerful forces causing
some kinds of economic activity to decentralize and move away from America and the
advanced countries in general. These decentralizing tendencies have been at work for a long
time, causing basic industries like automobile and electronics to move to more cost-competitive
locations.But there is a powerful counterforce which Friedman and so many others overlook.
That’s the force of concentration, or “clustering,” as the experts call it. Not just the clustering of
firms and industries. Even more important is the clustering of human creativity and talent. It’s
the powerful economic gains that come when smart and talented people locate in close
proximity to one another that the late Jane Jacobs identified more than forty years ago as the
major force that animates great cities and urban areas.It’s what the Nobel Prize–winning
economist Robert Lucas later called “human capital externalities,” the productivity and
innovation gains that occur when human beings cluster together—the basic force for all
economic growth and development, according to Lucas. “What can people be paying
Manhattan or downtown Chicago rents for,” wrote Lucas, “if not to be around other
people?”This powerful concentrating force means that the world is not flat, but spiky. Or, more
accurately, it is flat and spiky at the same time. The key is to understand globalization as the
result of these two related push-and-pull forces. As economic activity decentralizes into new
corners of the globe, innovation, creativity, and the resulting wealth simultaneously concentrate
and cluster in great economic regions. I include in this book the article I wrote on this subject,
“The World Is Spiky,” for the Atlantic Monthly. Where the world has become flat, it’s only when
looking from mountaintop to mountaintop, from Bangalore to London to Shanghai to New York.
Pretending that someone in rural China, rural India, or rural North America, in the great valleys
of the spiky world, can easily connect to the global economy is worse that wishful thinking, it
leads us to misinterpret the great challenge we face.This book argues that the key to economic
growth and competitiveness revolves around one key factor: the movement of talent on a global
scale. We are seeing one of the greatest migrations in human history, as talented, innovative,



and entrepreneurial people concentrate perhaps in twenty or twenty-five Mega-regions
worldwide.America has always had—and still has—one real competitve advantage. It isn’t our
raw materials or our land mass. It isn’t even our technological superiority, though that’s a result
of the key thing that I’m talking about. Our great factories and our work ethic have helped
propel us, but it isn’t those, either. Rather, it’s our status over the last century as the world’s
most open country, coupled with the ability of our great regions—from San Francisco and Los
Angeles, to Chicago and New York, to Seattle, Boston, Austin, and Washington, D.C.—to act
as what Bill Gates calls “IQ magnets.”We’ve attracted the best and the brightest, the hardest
working and the most entrepreneurial, from around the world. Because of our openness, we’ve
generated the world’s tallest spikes. And you can see it everywhere from the immigrant
landscapers to the brilliant young students to the respected scholars and scientists, the foreign
entrepreneurs and venture capitalists who have powered our innovation and driven our
economic growth.Why is it we can’t understand what Silicon Valley venture capitalist John
Doerr so eloquently says: that we should staple a green card to the diploma of each and every
foreign graduate of our major engineering schools. At the same time, other nations and
especially regions within them are positioning themselves to take advantage of our
shortsightedness. They are working hard to attract and retain the talent we shun.And I’m not
talking here about India or China—countries that do not yet crack the top fifty on the major
world rankings of competitiveness, and that will have a hard time attracting the world’s best and
brightest. Instead, it’s places like Canada and the United Kingdom, Australia and New Zealand,
and others in Scandinavia and elsewhere, all of which are increasing their efforts to lure
foreign-born graduate students, scientists, and entrepreneurs.As this book argues, it’s not
talented Americans leaving this country, but the ability of other countries to attract a greater
share of the global talent pool, that will alter the competitive landscape. In today’s global
economy, the places that attract and retain this talent will win, and those that don’t will lose.
Even if each of these countries increases its share of the global talent pool by 5 or 10 percent,
when you add the numbers up, the cumulative effect is substantial.There’s an even greater
challenge here, which I fear the leadership of this country and the advanced world neglect at
their own peril. Left to its own devices, the highly innovative Creative Economy is generating
concentrated and uneven development on a world scale. To continue down our current path will
likely mean greater regional concentrations of wealth, mounting economic inequality, growing
class divides, and potentially worsening political tension and unrest within countries and on a
global scale. Never mind the implications for social justice. It’s a huge waste of human creativity
and talent, pure and simple.Look at the wealth we generate today from a system that taps the
energy of but a fraction of the world’s creative talent—perhaps 150 million members of the
creative class worldwide. Think about the possibilities for economic growth and development
that come from a system that taps and harnesses the creativity of billions more.That is the real
task facing us in the future. That is the real promise of the Creative Age. To build new
institutions that can unleash and tap the creativity of many more of us. For the first time in
history, the further development of the economy literally turns on the further development of
our combined human creative capabilities. Therein lies the great challenge—and the great hope
—of our time.Richard FloridaWashington, D.C.November 2006The World Is SpikyGlobalization
has changed the economic playing field, but it hasn’t leveled itAccording to the title of the New
York Times columnist Thomas Fried-man’s book, the world is flat. Thanks to advances in
technology, the global playing field has been leveled, the prizes are there for the taking, and
everyone’s a player—no matter where on the earth he or she may reside. “In a flat world,”
Friedman writes, “you can innovate without having to emigrate.”Friedman is not alone in this



belief: for the better part of the past century, economists have been writing about the leveling
effects of technology. From the invention of the telephone, the automobile, and the airplane to
the rise of the personal computer and the Internet, technological progress has steadily eroded
the economic importance of geographic place—or so the argument goes.But in partnership
with the geographer Tim Gulden, of the Center for International and Security Studies at the
University of Maryland, I’ve begun to chart a very different economic topography. By almost
any measure the international economic landscape is not at all flat. On the contrary, our world
is amazingly “spiky.” In terms of both sheer economic horsepower and cutting-edge innovation,
surprisingly few regions truly matter in today’s global economy. What’s more, the tallest peaks—
the cities and regions that drive the world economy—are growing even higher, while the valleys
mostly languish.The obvious challenge to the flat-world hypothesis is the explosive growth of
cities worldwide. More and more people are clustering in urban areas—the world’s
demographic mountain ranges, so to speak. The share of the world’s population living in urban
areas, just three percent in 1800, was nearly 30 percent by 1950. Today it stands at about 50
percent; in advanced countries three out of four people live in urban areas. Map A shows the
uneven distribution of the world’s population. Five mega-cities currently have more than 20
million inhabitants each. Twenty-four cities have more than 10 million inhabitants, sixty more
than 5 million, and 150 more than 2.5 million. Population density is of course a crude indicator
of human and economic activity. But it does suggest at least some of the tectonic forces of
economics are concentrating people and resources, and pushing up some places more than
others.Still, differences in population density vastly understate the spikiness of the global
economy: the continuing dominance of the world’s most productive urban areas is astounding.
When it comes to actual economic output, the ten largest U.S. metropolitan areas combined
are behind only the United States as a whole and Japan. New York’s economy alone is about
the size of Russia’s or Brazil’s, and Chicago’s is on a par with Sweden’s. Together New York,
Los Angeles, Chicago, and Boston have a bigger economy than all of China. If U.S.
metropolitan areas were countries, they’d make up forty-seven of the biggest 100 economies in
the world.Unfortunately, no single, comprehensive information source exists for the economic
production of all the world’s cities. A rough proxy is available, though. Map B shows a variation
on the widely circulated view of the world at night, with higher concentrations of light—
indicating higher energy use, and presumably, stronger economic production—appearing in
greater relief. U.S. regions appear almost Himalayan on this map. From their summits one
might look out on a smaller mountain range stretching across Europe, some isolated peaks in
Asia, and a few scattered hills throughout the rest of the world.MAP AMAP BPopulation and
economic activity are both spiky, but it’s innovation—the engine of economic growth—that is
most concentrated. The World Intellectual Property Organization recorded about 300,000
patents from resident inventors in more than a hundred nations in 2002 (the most recent year
for which statistics are available). Nearly two thirds of them went to American and Japanese
inventors. Eighty-five percent went to the residents of just five countries (Japan, the United
States, South Korea, Germany, and Russia).Worldwide patent statistics can be somewhat
misleading, since different countries follow different standards for granting patents. But patents
granted in the United States-which receives patent applications for nearly all major innovations
worldwide, and holds them to the same strict standards-tell a similar story. Nearly 90,000 of the
170,000 patents granted in the United States in 2002 went to Americans. Some 35,000 went to
Japanese inventors, and 11,000 to Germans. The next ten most innovative countries—
including the usual suspects in Europe plus Taiwan, South Korea, Israel, and Canada—
produced roughly 25,000 more. The rest of the broad, flat world accounted for just five percent



of all innovations patented in the United States. In 2003 India generated 341 U.S. patents and
China 297. The University of California alone generated more than either country. IBM
accounted for five times as many as the two combined.This is not to say that Indians and
Chinese are not innovative. On the contrary, AnnaLee Saxenian, of the University of California
at Berkeley, has shown that Indian and Chinese entrepreneurs founded or co-founded roughly
30 percent of all Silicon Valley startups in the late 1900s. But these fundamentally creative
people had to travel to Silicon Valley and be absorbed into its innovative ecosystem before
their ideas became economically viable. Such ecosystems matter, and there aren’t many of
them.Map C—which makes use of data from both the World Intellectual Property Organization
and the U.S. Patent and Trademark Office—shows a world composed of innovation peaks and
valleys. Tokyo, Seoul, New York, and San Francisco remain the front-runners in the patenting
competition. Boston, Seattle, Austin, Toronto, Vancouver, Berlin, Stockholm, Helsinki, London,
Osaka, Taipei, and Sydney also stand out.Map D shows the residence of the 1,200 most
heavily cited scientists in leading fields. Scientific advance is even more concentrated than
patent production. Most occurs not just in a handful of countries but in a handful of cities—
primarily in the United States and Europe. Chinese and Indian cities do not even register. As
far as global innovation is concerned, perhaps a few dozen places worldwide really compete at
the cutting edge.Concentrations of creative talented people are particularly important for
innovation, according to the Nobel Prize–winning economist Robert Lucas. Ideas flow more
freely, are honed more sharply, and can be put into practice more quickly when large numbers
of innovators, implementers, and financial backers are in constant contact with one another,
both in and out of the office. Creative people cluster not simply because they like to be around
one another or they prefer cosmopolitan centers with lots of amenities, though both those
things count. They and their companies also cluster because of the powerful productivity
advantages, economies of scale, and knowledge spillovers such density brings.So although
one might not have to emigrate to innovate, it certainly appears that innovation, economic
growth, and prosperity occur in those places that attract a critical mass of top creative talent.
Because globalization has increased the returns to innovation, by allowing innovating products
and services to quickly reach consumers worldwide, it has strengthened the lure that
innovation centers hold for our planet’s best and brightest, reinforcing the spikiness of wealth
and economic production.The main difference between now and even a couple of decades ago
is not that the world has become flatter but that the world’s peaks have become slightly more
dispersed—and that the world’s hills, the industrial and service centers that produce mature
products and support innovation centers, have proliferated and shifted. For the better part of
the twentieth century the United States claimed the lion’s share of the global economy’s
innovation peaks, leaving a few outposts in Europe and Japan. But America has since lost
some of those peaks, as such industrial-age powerhouses as Pittsburgh, St. Louis, and
Cleveland have eroded. At the same time, a number of regions in Europe, Scandinavia,
Canada, and the Pacific Rim have moved up.MAP CMAP DThe world today looks flat to some
because the economic and social distances between peaks has strengthened by the easy
mobility of the global creative class—about 150 million people worldwide. They participate in a
global technology system and a global labor market that allow them to migrate freely among
the world’s leading cities. In a Brookings Institution study the demographer Robert Lang and
the world—cities expert Peter Taylor identify a relatively small group of leading city—regions-
London, New York, Paris, Tokyo, Hong Kong, Singapore, Chicago, Los Angeles, and San
Francisco among them-that are strongly connected to one another.But Lang and Taylor also
identify a much larger group of city-regions that are far more locally oriented. People in spiky



places are often more connected to one another, even from half a world away, than they are to
people and places in their veritable back yards.The flat-world theory is not completely
misguided. It is a welcome supplement to the widely accepted view (illustrated by the Live 8
concerts and Bono’s forays into Africa, by the writings of Jeffrey Sachs and UN Millenium
project) that the growing divide between rich and poor countries is the fundamental feature of
the world economy. Friedman’s theory more accurately depicts a developing world with
capabilities that translate into economic development. In his view, for example, the emerging
economies of India and China combine cost advantages, high-tech skills, and entrepreneurial
energy, enabling those countries to compete effectively for industries and jobs. The tensions
set in motion as the playing field is leveled affect mainly the advanced countries, which see not
only manufacturing work but also higher-end jobs, in fields such as software development and
financial services, increasingly threatened by offshoring.But the flat-world theory blinds us to
far more insidious tensions among the world’s growing peaks, sinking valleys, and shifting hills.
The innovative, talent-attracting “have” regions seem increasingly remote from the talent-
exporting “have-not” regions. Second-tier cities, from Detroit and Wolfsburg to Nagoya and
Mexico City, are entering an escalating and potentially devastating competition for jobs, talent,
and investment. And inequality is growing across the world and within countries.This is far
more harrowing than the flat world Friedman describes, and a good deal more treacherous
than the old rich-poor divide. We see its effects in the political backlash against globalization in
the advanced world. The recent rejection of the EU constitution by the French, for example,
resulted in large part from high rates of “no” votes in suburban and rural quarters, which
understandably fear globalization and integration.But spiky globalization also wreaks havoc on
poorer places. China is seeing enormous concentrations of talent and innovation in centers
such as Shanghai, Shenzhen, and Beijing, all of which are a world apart from its vast,
impoverished rural areas. According to detailed polling by Richard Burkholder, of Gallup,
average household incomes in urban China are now triple those in rural regions, and they’ve
grown more than three times as fast since 1999; perhaps as a result, urban and rural Chinese
now have very different, often conflicting political and lifestyle values. India is growing even
more divided, as Bangalore, Hyderabad, and parts of New Delhi and Bombay pull away from
the rest of the country, creating destabilizing political tensions. Economic and demographic
forces are sorting people around the world into geographically clustered “tribes” so different
(and often mutually antagonistic) as to create a somewhat Hobbesian vision.We are thus
confronted with a difficult predicament. Economic progress requires that the peaks grow
stronger and taller. But such growth will exacerbate economic and social disparities, fomenting
political that could threaten further innovation and economic progress. Managing the disparities
between the peaks and valleys worldwide—raising the valleys without shearing off the peaks—
will be among the top political challenges of the coming decades.Chapter 1The Flight of the
Creative ClassNothing is more revealing than movement.—MARTHA GRAHAM (1894–
1991),dancer and choreographerIn March of 2003, I had the opportunity to meet Peter
Jackson, the Academy Award–winning director of the Lord of the Rings trilogy, at his film
complex in lush, green, otherworldly Wellington, New Zealand. Jackson has done something
unlikely in Wellington, a smallish but exciting cosmopolitan city of roughly 400,000, and one
certainly not previously considered a global cultural capital. He has built a permanent facility
there that is considered one of the world’s most sophisticated filmmaking complexes. And he
did it in New Zealand for a reason.Jackson, a Wellington native, realized what many American
cities discovered during the 1990s: that paradigm-busting creative industries could single-
handedly change the way cities flourish while driving dynamic and widespread economic



change. It took Jackson and his partners a while to raise the resources, but they eventually
purchased an abandoned paint factory that, emblematic in its adaptive transformation and
reuse, emerged as the studio responsible for the most breathtaking trilogy of films ever made.
He realized, Jackson told me, that with the allure of the Lord of the Rings movies he would be
able to attract a diverse array of creative talent from around the world, enticing the best
cinematographers, costume designers, sound technicians, computer-graphic artists, model
builders, editors, and animators to New Zealand.Sure enough, during my visit to Wellington, I
met dozens of Americans from universities such as the University of California at Berkeley and
MIT working alongside talented filmmakers from Europe and Asia. Many had begun the
process of establishing residency in New Zealand, ready to relinquish their American
citizenship for what they saw as greener creative pastures. One of them, a digital wunderkind
from the San Francisco Bay area, told me he was launching his new high-tech start-up in
Wellington because of the technology infrastructure and environment there, which in his case
created advantages that trumped even Silicon Valley. As we walked past a world map with pins
stuck in employees’ native countries, the head of digital animation joked that the organization
looked more like the UN than a film production studio.Think about this. In an industry
synonymous with America’s international economic and cultural might, film production, the
single greatest project in recent cinematic history was internationally funded and crafted by the
best filmmakers from around the world. But not in Hollywood.When Hollywood produces
movies, it creates jobs for directors, actors, and key grips in California. Because of the
astounding level of technical innovation required by films of Rings’ magnitude—in areas from
computer graphics and animation to sound design—such a project also germinates whole new
companies, and even new nationwide industries. George Lucas’s Star Wars films, for instance,
almost single-handedly sparked the advancement of everything from video games to product
tie-in marketing. The lion’s share of economic benefits from the Rings trilogy, though, is likely to
accrue not to the United States but to New Zealand. In an equally mighty display of economic
irony, Jackson’s remake of King Kong is also being put together in Wellington, with a budget
running upward of $150 million.Peter Jackson’s accomplishment in tiny Wellington hasn’t
factored into any of the ongoing debates over global economic competitiveness. But the United
States of America is now facing its greatest challenge since the dawn of the Industrial
Revolution. This challenge has little to do with business costs and even less with manufacturing
prowess. And, no, the main competitive threats are not China or India. Our country—for
generations known around the world as the land of opportunity and innovation—may well be
on the verge of losing its creative competitive edge.The core of this challenge is what I’ve
come to see as the new global competition for talent, a phenomenon that promises to radically
reshape the world in the coming decades. No longer will economic might amass in countries
according to their natural resources, manufacturing excellence, military dominance, or even
scientific and technological prowess. Today, the terms of competition revolve around a central
axis: a nation’s ability to mobilize, attract, and retain human creative talent. Every key
dimension of international economic leadership, from manufacturing excellence to scientific
and technological advancement, will depend on this ability.This new global competition for
talent creates a serious threat to the United States’ long-standing economic hegemony on
three overlapping fronts. First, a wide range of countries around the world are increasing their
ability to compete for global talent. Second, the United States is undermining its own ability to
compete for that talent. And third, the U.S. is failing to cultivate and harness the full creative
capabilities of its own people in ways that position it to compete effectively.The global talent
pool and the high-end, high-margin creative industries that used to be the sole province of the



U.S. and the crucial source of its prosperity have begun to disperse around the globe. A host of
countries—Ireland, Finland, Canada, Sweden, Australia, and New Zealand among them—are
investing in higher education, producing creative people, and churning out cutting-edge
products, from cellular phones to computer software to blockbuster movies. Many of them have
learned from the United States’ success and are shoring up their efforts to attract foreign talent
—including Americans. If even a few of these rising nations draw away, say, 2 percent each of
America’s creative workforce, the effect on our economy will be enormous. The United States
may well have been the Goliath of the twentieth-century global economy, but it will take just a
half-dozen twenty-first-century Davids to begin to wear it down.Unfortunately, the majority of
U.S. political leaders, academics, and business analysts fail to grasp the true reason behind
America’s remarkable success in innovation, economic growth, and prosperity. It’s not simply a
generous endowment of natural resources, the size of our market, or some indigenous Yankee
ingenuity that has powered our global competitiveness for more than a century. America’s
growth miracle turns on one key factor: its openness to new ideas, which has allowed it to
dominate the global competition for talent, and in doing so harness the creative energies of its
own people—and, indeed, the world’s.The United States may have ushered in the era of high-
tech industry and perpetual innovation, but it is by no means our nation’s manifest destiny to
stay on top. To remain innovative, America must continue to attract the world’s sharpest and
most creative minds. And to do that, it needs to invest in the further development, from both
internal and external sources, of its talent base. Because wherever talent goes, innovation,
creativity, and economic growth are sure to follow.The Open Society and the Talent
AdvantageIn many ways, of course, the United States is still the world’s center of ingenuity. Its
GDP tops $10 trillion, and it is home to great universities, Silicon Valley, and many of the most
dynamic companies in information technology, biotech, entertainment, and countless other
fields. The U.S. led the world into the high-tech age by virtue of several important
developments in its political, social, and economic landscapes. In the years following World
War II, federal funding for basic research jumped considerably, as did the number of people
earning a higher education, thanks in part to the GI Bill. In the private sector, the newly formed
venture-capital industry provided an avenue for bringing research ideas to market. The social
movements of the 1960s popularized the idea of openness; to be different was no longer to be
an outcast but to be admired. Freedom of expression and experimentation allowed new
technologies and cultural forms, from biotechnology to alternative rock, to flourish.But the
United States—and this point bears repeating—doesn’t have some intrinsic advantage in the
production of creative people, new ideas, or start-up companies. Its real advantage lies in its
ability to attract these economic drivers from around the world. Of critical importance to
American success in this last century has been a tremendous influx of global talent. These
were powerhouse entrepreneurs and industry builders who molded every facet of American
life, from steel titan Andrew Carnegie to financial wizard August Belmont to investor and mega-
philanthropist George Soros. These were people who changed how we eat, drink, and
entertain ourselves: Adolphus Busch in beer, Oscar Mayer in hot dogs, and film mogul Samuel
Goldwyn. From Polish-born cosmetics magnate Helena Rubenstein to clothing queen Liz
Claiborne, a Belgian, they affected the way we look, to ourselves and to the rest of the world.
Turkish-born music magnate Ahmet Ertegun, founder of Atlantic Records, single-handedly
shaped the face of American music, recording the defining sounds of an era: John Coltrane,
Charles Mingus, Ray Charles, Bobby Darin, Aretha Franklin, Cream, and Led
Zeppelin.Immigrants have, of course, helped power America’s economic growth engine since
the dawn of the republic. But in the 1930s, the U.S. began to attract a steady stream of



scientific, intellectual, cultural, and entrepreneurial talent in the form of Europeans fleeing
fascism and communism. Italian-born Enrico Fermi and German Albert Einstein, who left
Fascist Italy and Nazi Germany in the 1930s, were two of many who helped make the
American university system and its innovative infrastructure second to none. America’s rise to
preeminence in the high-tech age would have been nearly unimaginable without imported
talent. There was Russian-born David Sarnoff, the electronics and television visionary who
guided RCA, one of the leading technology companies of its day, and went on to found NBC.
By midcentury, General Georges Doriot, a Parisian, founded American Research and
Development, America’s first venture-capital firm, and was the initial investor in Digital
Equipment, originator of the minicomputer revolution. In our own time, Hungarian Andy Grove
helped to build Intel and America’s semiconductor industry.This stream of incoming talent
surged to new levels in the 1980s and 1990s, thanks to more liberal immigration policies and a
booming economy. In the 1990s alone, more than 11 million new people came to America, and
today the immigrant population numbers more than 30 million, or 11 percent of the entire
population. This 1990s wave of immigration was the largest in American history, and it drew
creative talent from all corners of the globe, including high-tech luminaries such as Sergey
Brin, the Moscow-born cofounder of Google, and Hotmail cofounder Sabeer Bhatia, who grew
up in Bangalore. Yahoo’s Jerry Yang of Taiwan, Pierre Omidyar, the French-born founder of
eBay, and open-source software luminary Linus Torvalds from Finland helped to revolutionize
in everything from the way we develop software to the way we buy things. A duo emblematic of
the high-tech wave was German Andreas von Bechtolsheim and Indian Vinod Khosla,
cofounders of Sun Microsystems and two of the earliest angel investors in Google. Khosla has
become one of today’s leading venture capitalists.A growing number of America’s leading
Fortune 100 companies are headed by immigrants. Coca-Cola’s top executive, E. Neville Isdell,
was born in Ireland; Alcoa’s Alain Belda was born in French Morocco and later became a
Brazilian citizen; Pfizer’s Hank McKinnell is Canadian; and Pharmacia’s president and CEO,
Fed Hassan, was born in Pakistan. Eli Lilly, NCR, Goodyear, and Philip Morris are also steered
by foreign-born top executives. Until recently, McDonald’s was headed by an Australian and
Kellogg’s by a Cuban. And who could forget Indian-born managing director of McKinsey and
Company, Rajat Gupta, a transplant to New York, Scandinavia, and then Chicago, who
oversees the worldwide operations of the $1.3 billion transnational corporation. My own
research indicates that CEOs of at least fifty of America’s leading five hundred companies
were born outside the U.S.Immigrants are even more prevalent in the entrepreneurial start-up
companies that power so much of American economic growth. Foreign-born CEOs ran seventy-
two of Inc. 500 companies in the late 1990s, and immigrant entrepreneurs accounted for 30
percent of all Silicon Valley start-ups during the 1990s, accounting for nearly $20 billion in
sales and more than seventy thousand jobs.1 Foreign-born scientists and engineers make up
huge percentages of our science and technology infrastructure, including roughly half of all our
graduate-level computer scientists, and account for a disproportionate share of the most
important discoveries in these and other key areas.2Powered by an open-door policy to global
talent coupled with huge investments in research and technology, the United States blew the
doors of the creative age wide open. Today, some 40 million people, or more than 30 percent of
our total workforce, are members of what I have termed the “creative class,” employed in fields
ranging from science and engineering to architecture and design, and from arts, music, and
entertainment to the creative professions of law, business and finance, health care, and related
fields. This creative sector of the economy currently accounts for nearly half of all wage and
salary income (some $2 trillion)—almost as much as the manufacturing and service sectors



combined.The New Global Competition for TalentNow the competition for creative talent is
heating up in all corners of the globe. Some 150 million people, or 2.5 percent of the world’s
population, live outside their country of birth.3 The United States, with its 30 million foreign-
born inhabitants, is home to one in five of these global migrants. But already, the percentage of
the population represented by immigrants is higher in Canada (at 18 percent) and Australia (22
percent) than it is in the U.S. More and more countries are coming to understand that lasting
economic advantage relies on attracting and retaining talented people, rather than simply
competing for goods, services, and capital.The competition is coming from two kinds of
countries. On the one side, advanced economies with stable or shrinking populations are
scouring the world for new talent pools, especially to fill looming gaps in key high-tech
industries. As Pete Hodgson, New Zealand’s minister for research, science, and technology,
recently explained to me, “We no longer think of immigration as a gatekeeping function but as
a talent-attraction function necessary for economic growth.” On the other side, emerging
economies—from Ireland and India to China, Korea, and Taiwan—are scrambling to attract
back their own best and brightest and in some cases to poach from one another.A close look
at the international statistics shows the United States may already be losing its global edge.
Along with Irene Tinagli, a doctoral student at Carnegie Mellon University, and using data from
the International Labour Organisation (ILO), I compared some forty-five nations worldwide on
several measures of creativity and competitiveness. The creative class, according to our
estimates, numbers between 100 and 150 million for the countries where data are available.
The United States lays claim to between 20 and 30 percent of that total global creative class
pool. But while the U.S. may have the advantage in raw numbers, the creative class already
represents a larger percentage of the workforce in several other countries than it does here.
Far from being the world leader, we are not even in the top five.When our U.S. data is adjusted
for comparability to the ILO figures, the United States comes in at eleventh place worldwide.
The creative class constitutes around a third of the workforce in Ireland, Belgium, Australia,
and the Netherlands; and it accounts for roughly a quarter of the workforce in six other
countries: New Zealand, Estonia, the United Kingdom, Canada, Finland, and Iceland. Even
more impressively, when “technicians” are included in our broader analysis, the creative class
rises to more than 40 percent in eight countries: the Netherlands (47 percent), Sweden (42
percent), Switzerland (42 percent), Denmark (42 percent), Norway (42 percent), Belgium (41
percent), Finland (41 percent), and Germany (40 percent). Nearly all the remaining countries
employ more than 30 percent of their workforce in a creative economy job. What’s more, the
growth rate of the creative class in several nations has been phenomenal over the past decade
or so. The percentage of people in creative occupations in New Zealand jumped from 19
percent in 1991 to 27 percent in 2002, while Ireland nearly doubled its creative class
employment over the same period, from 19 to 34 percent of the workforce. Singapore’s creative
class grew from 17 percent in 1993 to 25 percent in 2002.Our key indicator of worldwide
economic competitiveness we call the Global Creativity Index, or GCI. It measures the creative
competitiveness of nations according to my 3 Ts of economic growth: Technology, Talent, and
Tolerance. The United States places fourth on this index behind Sweden, Japan, and Finland.
Switzerland, Denmark, the Netherlands, and even tiny Iceland are not far behind—and closing
fast.In today’s economy, where creativity and competitiveness go hand in hand, it’s not
surprising that our GCI rankings correlate closely with the results of other studies of
international competitiveness. Finland ranks first, and the United States second—followed by
Taiwan, Denmark, and Norway—on the 2004 Growth Competitiveness Index, a comprehensive
measure of competitiveness developed for the Davos World Economic Forum. Harvard



Business School’s Michael Porter ranked the United States as the world’s most competitive
nation in his initial 1995 Innovation Index. According to Porter’s projections, by 2005 the U.S.
will have tumbled to sixth among the seventeen member countries of the Organization for
Economic Cooperation and Development (OECD)—trailing Japan, Finland, Switzerland,
Denmark, and Sweden. The 2004 Globalization Index developed by A. T. Kearney and
published in Foreign Policy places the United States in seventh, behind Ireland, Singapore,
Switzerland, the Netherlands, Finland, and Canada.4 Perhaps most startlingly, the U.S. has for
the first time ever slipped out of the top ten on the Index of Economic Freedom, a ranking put
together by the Heritage Foundation and the Wall Street Journal that considers everything from
fiscal burdens and government regulation to monetary and trade policy. The drop can be
explained in part by the United States’ slightly lower score, but an equally important factor is
the improving performance of creative economy competitors—Sweden, Canada, Finland,
Australia, Ireland, and others.While in the aggregate statistical sense it often seems to be
nations that compete for creative talent, when it comes down to it, creative people choose
regions. They don’t simply think of the United States versus England, Sweden versus Canada,
or Australia versus Denmark. They think of Silicon Valley versus Cambridge, Stockholm versus
Vancouver, or Sydney versus Copenhagen. The fact that many regions around the world are
cultivating the attributes necessary to become successful creative centers makes this
competition even fiercer.For the better part of the past century, the United States held a clear
edge in this regard; its cities were among the most open, the most exciting, and the most
economically robust in the world. With some fifty city-regions that are each home to more than
a million people, U.S. population centers offer varied bundles of economic opportunities and
lifestyle options—from cosmopolitan global centers of finance, entertainment, and high
technology to quality-of-life communities, major industrial centers, and buzzing university
towns. But now the same forces of globalization that have reshaped our industrial system are
acting on these cities and regions, and on the people who populate them. The elite of any
society have, of course, always been highly mobile; what’s distinct about our times is the extent
to which more and more people are developing the cultural, political, and economic freedom to
choose where to live and work globally.U.S. cities are now challenged by the double threat of
what I call the “global talent magnets” and “global Austins.” The first category includes large,
world-class cities such as London and Amsterdam, Toronto and Vancouver, and Sydney and
Melbourne, which already boast percentages of immigrants on a par with or greater than New
York or Los Angeles, and are aggressively competing for the world’s best technological,
entrepreneurial, and culturally creative talent. The global Austins, regions like Bangalore, Tel
Aviv, Singapore, Taipei, and even Beijing and Shanghai, are recruiting foreign technology
companies, bolstering their higher-education systems, investing aggressively in research and
development, and expanding their cultural and lifestyle amenities. These places are attracting
their own back from Silicon Valley and other leading U.S. centers, and dramatically increasing
their ability to retain homegrown talent and to become magnets for regional talent.The Closing
of America?All of this might not pose such a dilemma for the United States if we weren’t so
critically dependent upon foreign talent in our economy in general and in our core creative
fields especially. Our high-tech engine, for instance, couldn’t function without this talent.
Already in the U.S., nearly one-quarter of all scientists and engineers, 40 percent of all
engineering professors, and more than half of all PhDs in engineering, computer science, and
the life sciences hail from foreign countries. Former director of the U.S. Census and Columbia
University professor Kenneth Prewitt says the U.S. will increasingly depend on these
“replacement people”—foreign talent that rushes in to plug the gaping holes left in our



workforce by an aging demographic—to provide key skills and grow new industries.5 But that
may not be as easy as it once was, as the United States increasingly confronts genuine
competition for this talent. Some believe a reverse brain drain may be in the offing.6Students
are a leading indicator of global talent flows. The countries and regions that attract them not
only have a leg up in keeping them around to fill critical positions, but also in attracting other
pools of foreign talent—scientists, researchers, inventors, and entrepreneurs. For decades,
international students have flocked to the United States to take advantage of its world-class
higher education. According to the Institute of International Education, the body that grants
Fulbright Scholarships, roughly 585,000 foreign students attended U.S. colleges and
universities in the 2002–2003 academic year alone. This number is up from less than 50,000 in
1960. International education also contributed $12.9 billion to the U.S. economy in that year.In
1999, the Council on Competitiveness warned that the United States could not count on
funneling the international students who came to study at elite universities into our high-tech
labor market. In 2003, the number of student visas issued by the U.S. dropped by 8 percent
after falling 20 percent in 2002—the two largest drops since the government began tracking
student statistics in 1952. And the rejection rate for student visas hit a record 35 percent in
2003, up from the previous record of 34 percent in 2002. International student applications for
fall 2004 admission dropped sharply at 90 percent of the graduate schools responding to a
June 2004 survey by the Council of Graduate Schools. The average decline was nearly a third.
Signs don’t point to a turnaround anytime soon, either. The Educational Testing Service found
that one-third fewer international students applied to take the Graduate Record Exam (GRE)
for the 2004 academic year than in 2003.Foreign students face considerable obstacles to
studying in the United States. The rejection rate for cultural exchange visas, used by many
medical students, rose from 5.1 percent in 2001 to 7.8 percent in 2003, according to the New
York Times. The number of students whose visas were rejected rose from 27.6 percent in 2001
to 35.2 percent in 2003. James Langer, vice president of the National Academy of Sciences,
spoke plainly about what the drop in foreign students could mean at a May 2004 luncheon for
the United States Senate Science and Technology Caucus: “Applications to many leading U.S.
graduate schools from students in China, India, Russia, and elsewhere are already down by
30% or more, and there is evidence that these students are going elsewhere for advanced
degrees. International scientific organizations, such as the International Union of Pure and
Applied Physics, are refusing to hold conferences here.” In short, as Langer concludes,
“American science is being isolated from the rest of the world.”It would be comforting to think
that restricting foreign immigration would open up more places for homegrown talent in the top
American graduate programs and research facilities. The U.S. has many brilliant young people,
but not nearly enough to satisfy the demand this nation’s powerhouse economy has created—
and certainly not when we take into account the impending baby-boomer retirements. In 2003,
for instance, a vast artificial intelligence project at MIT had to be jettisoned because the
university couldn’t find enough graduate students who weren’t foreigners and who could thus
clear new security regulations.Other countries are taking full advantage of America’s apparent
disregard for the value of foreign talent. Indeed, for many of them it’s hard to imagine a better
opportunity to skim off the cream of the international crop. Already, the United Kingdom,
Germany, France, Australia, and Japan take in nearly 100,000 more students combined than
the United States. Leading British, Australian, and Canadian universities boast that they are
receiving their best applicant pools ever, made up increasingly of students who say they are
applying there instead of the United States.Students are only the tip of the iceberg, a glimpse
of larger, deeper, and more dangerous subsurface flows. The total number of immigrants fell by



34 percent in 2003, the steepest decline since 1953. And while the U.S. added 4.25 million
immigrants between 2000 and 2004, the rate of immigration slowed dramatically after peaking
in 2000, according to a detailed analysis by the Center for Immigration Studies.7 The economic
costs are considerable. Visa delays have cost U.S. businesses roughly $30 billion in two years,
according to a June 2004 study by a consortium of industry groups. Nearly three-quarters of
the 141 companies that responded to the survey, reported having problems processing
business visas since 2002, and the average financial impact per company was nearly a million
dollars.Almost every major American industry from high-tech to entertainment is feeling the
repercussions of what seem unnecessarily isolationist U.S. economic and policy decisions. The
last-minute diversion of Cat Stevens’s (now Yusuf Islam) plane made international headlines
and made the U.S. the butt of jokes worldwide. But our cultural problems go deeper than sloppy
preventive security and the expenses incurred to the airline industry and the unfortunate
copassengers of suspected singer-songwriters. A large and growing number of prominent
international musicians, from celebrated opera singers to cutting-edge electronic musicians
and world music acts, have been forced to cancel their American tours after being denied visas
or encountering other hassles entering the United States. These cancellations in and of
themselves won’t have a big impact on the U.S. economy, but think of the influence on
American artists, let alone on the multibillion-dollar music business.America’s music industry
has for decades been the world’s standard setter. The songs of American artists are heard on
radio stations from Caracas to Istanbul. They’re an integral part of the worldwide appeal of
popular culture, and a major contributor to what Harvard’s Joseph Nye calls our “soft power.”
The profits earned from American music exports help keep America’s balance-of-payments
deficits from getting too far into the red. Part of what makes American music so vital is its ability
to absorb and incorporate the sounds of other countries—from American hip-hop picking up
Caribbean reggae and Indian Bhangara beats, to hard rock musicians using industrial
instrumentation from Germany. These may seem a litany of small inconveniences, but they’re
more than that. For American artists and fans, not being able to see touring foreign bands is
the equivalent of the computer industry not getting access to the latest chips: It dulls the
competitive edge.Our increasingly restrictive climate may ironically be undermining aspects of
our national security. Kofi Annan, United Nations secretary-general; Vicente Fox, president of
Mexico; and Prince Saud Faisal, Saudi Arabia’s foreign affairs minister, are just a few of the
many foreign political and business leaders who studied at U.S. universities. As John Paden, a
professor of international studies at George Mason University, and Peter Singer of the
Brookings Institution write: “As students at American schools, [foreign leaders] developed
strong ties to the country, laying the foundation for the productive relationships they have relied
on later in their careers. American security has greatly profited as a result.” But, they continue:
“Unfortunately, Washington’s present homeland security policy, shaped by panic-driven
regulations and unfunded or ill-crafted mandates, is undermining and harming America’s
broader foreign policy,” breeding resentment around the world over ever more restrictive visa
and immigration policies. Our policy of openness, they conclude, is being supplanted by a new
regime of restriction that seems “bent on turning the next generation ...away.”8Open flows of
people to and from the United States create powerful reciprocal benefits: increasing the
economic opportunities open to foreign-born people, creating wealth in U.S. communities, and
contributing to economic development and cultural change in countries badly in need of both.
Instead of a brain drain, argues Annalee Saxenian, Dean of the School of Information
Management and Systems, University of California at Berkeley, what is really occurring is a
form of brain circulation, which can be beneficial to all. Trade experts like Columbia University’s



Jagdish Bhagwati also argue that an open international immigration framework provides huge
benefits to the global economy. Or, as an Economist magazine survey of the field succinctly
puts it: “The potential economic benefits to the world of liberalizing migration dwarf those from
removing trade barriers.”9 The current restrictive bent of U.S. policy, if it is allowed to continue,
threatens to undermine the manifold benefits that stem from this cycle of brain
circulation.While broad trends can be revealing, it is the individual cases that are the real eye-
openers. What if, for example, Vinod Khosla, the co-founder of Sun Microsystems and venture-
capital luminary who has backed so many blockbuster companies, had stayed in India? Or if
Google’s Sergey Brin had decided to apply his entrepreneurial talents in Europe? These are
people whose creative genius has affected the trajectory of entire industries; their
breakthroughs and business acumen have generated new companies and industries and
completely re-made existing ones. Already, though, rankings of individual companies’
competitiveness yield results similar to those of the national indicators mentioned above.
According to BusinessWeek’s 2004 Information Technology 100, for instance, only six of the
world’s top twenty-five most competitive high-tech companies are U.S.-based, while fourteen
are in Asia. Given the escalating global competition for talent, do we really want to turn away
even a few Vinod Khoslas or Brins?Our recent circle-the-wagons mentality has also caused
leading American scientists and engineers to leave the country. Roger Pedersen, a pioneer in
the field of stem-cell research, left the University of California, San Francisco, for Cambridge
University in England. There, high-level stem-cell research is sponsored by the government—a
sharp contrast to the United States, where the Bush administration has effectively banned
federal funding of stem-cell research. Unfortunately, Pedersen’s departure may be among the
first of many. I have heard from and interviewed literally hundreds of scientists and engineers,
not to mention artists and cultural creatives, who say they’re already looking to leave the U.S.
for better opportunities and “better lives” in Europe, Canada, Australia, and New Zealand. Not
only does our increasing antagonism to openness—be it scientific, cultural, or economic—
frustrate foreigners; now it’s taking a toll on our own population’s view of the United
States.Taken individually, none of those facts would be cause for concern about the future of
the United States. It remains, when all is said and done, a culturally and economically rich
country with diverse and impressive strengths. Cumulatively, though, the data create an
unsettling picture of a nation that’s allowing its long-standing advantage in talent and creativity
to decay. Add to that greater security concerns and a highly politicized scientific climate, and
it’s easy to see why the nation is becoming less and less attractive to the world’s brightest
minds.The Challenge at HandThe United States today faces its greatest competitive challenge
of the past century, perhaps of its young life. The reason is basic: The key factor of the global
economy is no longer goods, services, or flows of capital, but the competition for people. The
ability to attract people is a dynamic and sensitive process. New centers of the global creative
economy can emerge quickly; established players can lose position. It’s a wide-open game,
and the playing field is leveling every day.Companies have always sought to attract the best
talent: The difference today is that instead of bringing that talent to their existing locations,
companies are setting up facilities where the talent already exists. Talent is the “biggest
magnet” for globalized innovation, according to a 2004 Economist magazine survey of 104
leading multinational companies.10 Remember how quickly regions like Austin or Seattle rose
to the top of the pack among U.S. regions. The same thing can happen—and is already
happening—around the world. Now we’re seeing the “jobs go to the people” phenomenon in
global centers from Dublin to Wellington. As a result, the real foreign threat to the American
economy is not terrorism; it’s that we may make creative and talented people stop wanting to



come here.But, make no mistake, the United States cannot pin its economic future only on
importing the huge amount of foreign talent its creative economy demands. It must also tap into
the indigenous talent it already has. Many people have spoken and written about the need to
better prepare our workforce for the global economy and to better educate our children.
Though they suggest different approaches to satisfying these needs, the needs themselves are
no-brainers. Beyond these very basics, though—calling for better classrooms or workforce
retraining programs—the implications of the creative economy have yet to be fully understood
by either major political party or by American leadership in general.At the root of this problem
is the fact that the rise of the creative economy is exacerbating economic inequality and
stoking the flames of social and political tension. It’s not just that our kids need more and better
math and art classes, or that many factory workers and farmers require adjustment programs
or entrepreneurial opportunities to transition more smoothly into the global economy—though
all of this is indeed necessary. At the heart of these apparently unrelated symptoms is an
underlying sickness: the aggravation and intensification of the fundamental class divide in
America. Our society is growing more unequal both between regions and within them. While
roughly 30 percent of our national workforce enjoys the ability to use their creativity at work
and get paid for it, they leave the remaining 70 percent holding on dearly to far lower-paying
service or manufacturing jobs—stalled in place on the ladder of socioeconomic mobility.Worse
still is the growing impression that while, on the one side, a latte-swilling clique of yuppies
rocket up that ladder and pour money into gentrifying urban neighborhoods, on the other side,
a coffer-draining gang of CEO and Wall Street robber barons rakes in the bonuses and erects
immense McMansions in the suburbs. Stuck in the middle are growing numbers of Americans—
liberal, conservative, and independent—united only in their growing distaste for this elite. True
to reality or not, this impression is poisoning the political air we breathe, setting in motion a
politics of anxiety and reaction that retards America’s ability to exploit the full economic
potential of the creative age.The regionally uneven nature of the creative economy’s
development—the way that the beacons of the new creative class draw disproportionately from
the nation’s talent pools—further reinforces these divisions. And within those very creative
centers—the San Franciscos, Bostons, Washington D.C.s, and Seattles—economic inequality
is worse than anywhere else in the nation. Add to that the fact that housing has become almost
completely unaffordable to middle-class and working-class people in these cities, and we see
another overlapping class divide: There are those who own property, and those who can’t buy
into the system. Caught somewhere in between are the young but not yet established
scientists, engineers, and other creative types these cities will need for long-term
growth.Interestingly, as more and more public attention turns toward the culture wars and
political divide between red and blue America, it’s almost as if the deep economic divisions that
plague us are too intense and problematic even to be mentioned. But the class divide in this
society is too deep and too fundamental to be swept under the rug or wished away: Sooner or
later we will have to deal with it.We’ve seen these divisions before; every society has. The rise
of the industrial economy split our society into two classes, even as it increased overall
technology, productivity, and wealth. What we need now is something as large-scale as the
New Deal, a feat of political and economic mastery that simultaneously spurred the American
industrial engine while allowing regular working people to earn a bigger paycheck. This
enabled them to buy suburban homes, fuel the mass production of cars and appliances, and
best of all educate their children, creating for a limited time a true ladder of upward mobility.To
begin to solve these problems, we must recognize the fact that every single human being is
creative. We can no longer prosper and succeed by taking advantage of the creative energies



of 30 or even 40 percent of our workforce, leaving the vast reservoir of the other 70 percent
untapped. Rather, we must work to build a fully creative society by instituting mechanisms and
policies that ameliorate the deep-seated tensions caused by the creative economy. Moving
from merely creative economic production to this creative social structure is the only way
forward.The solutions go far beyond old conceptions of big government: An activist public
sector alone cannot solve them, just as the markets alone cannot. Discovering and
implementing the solutions to the growing disconnections and disparities of the creative age
will take an effort immense enough to make the land-grant colleges, the public-school system,
the GI Bill, the creation of a national R&D investment program, and indeed the New Deal itself
look modest by comparison. This effort will require the energies of all—business, government,
universities, the civic sector, and especially the average American citizen, who is ultimately the
key source from which the collective energy of our entire nation must be drawn.But where is
this effort to build the equivalent of the canal systems, the port systems, the railroad and
highway infrastructures of the creative age? How can our leadership be so collectively clueless
in the face of what may be the most ferocious onslaught of global competition in more than a
century? How to set about constructing the education and innovation systems that our times
require if we are to flourish as a society and as a good global neighbor? How will we prepare
our people—especially the 70 percent who, until now, have been offered few opportunities to
match the insecurities of the modern-day global economy?The Argument for a Creative
SocietyThis book examines the new global competition for talent and the challenges it brings
with it—for the United States and the world. Part One traces the rise of the creative economy,
identifying the factors that have propelled it forward as well as those that have limited its full
emergence. Chapter 2 shows how important openness to people is to economic growth, and
why long-run economic success turns on harnessing the full creative potential of each and
every human being. It does this in part by addressing the ongoing debate over my theory of
creativity and economic growth. Chapter 3 looks historically at the American economic
experience, arguing that it was shaped fundamentally by openness to new people and
ideas.Part Two turns to the escalating global competition for talent. Chapter 4 examines how
the United States is faring in this competition, examining our growing restrictiveness toward
foreign talent. Chapter 5 turns to the rise of significant competitors to America’s creative
economy dominance. The globalization of talent, this chapter argues, is the driving force of the
creative economy. In contrast to other factors of production, talent is mobile, and people can
and do pick where they want to go. Chapter 5 also provides rankings on the creative class and
on a new Global Creativity Index (based on measures of technology, talent, and tolerance) for
some forty-five countries worldwide. Chapter 6 looks at how cities around the world are
increasing their ability to compete for talent and harness the energy of their own creative
people. In the end, it will be these cities, not just the countries that contain them or the
companies that populate them, that will either draw or drive away global creative talent.It is
often said new competitors rarely provide the death knell for established powers; the fatal
wounds are almost always self-inflicted. Part Three examines the internal problems facing the
United States as it adapts to the creative age. The rise of the creative economy is reinforcing
and exacerbating the fundamental class divide in the United States, creating a new economic
geography of class along economic and social lines. Chapter 7 shows how the creative
economy is reinforcing economic inequality producing a greater divide between regional haves
and have-nots and also generating greater inequality within the leading creative centers
themselves. In particular, it looks at the high levels of income inequality and other social and
economic problems in the United States as by-products or “externalities” of the creative age.



While such externalities are nearly always associated with the rise of new economic systems,
the United States today seems unwilling to address them and moreover fails to recognize that
the real issue with inequality is not social or moral: It’s that inequality represents a waste of
human creative potential. Chapter 8 examines the political and cultural divisions that affect the
ability of the United States to respond to new challenges. While theories of political polarization
are overdrawn, the United States is beset by a level of cultural and political division that may
make it hard for us to address the core problems we confront. The key question is not whether
the United States can get its act together but how fast it can do so relative to other
competitors.Chapter 9 concludes the book by outlining an agenda for the future, identifying in
broad terms what the U.S. and other nations might do to cultivate the creative energies of
people and to prosper in the creative age. Without a doubt, the U.S. has tremendous
competitive and transformative capabilities. Now, for the first time in decades, they will truly be
put to the test.Part IThe Creative AgeChapter 2Creativity MattersImagination is the living
power and prime agent of all human perception.—SAMUEL TAYLOR COLERIDGETrue to the
old Chinese curse, we live in interesting times. The transformation we are experiencing is one
of epochal proportions, as big as—perhaps bigger than—anything we have experienced in
more than a century. Our economy is morphing in new ways every day, from an older industrial
system founded on raw materials to a creative economy bound only by the limits of human
talent and imagination. This fundamental shift in the way the economy is organized is also
causing sweeping changes in the way we work, the way we use our time, our lifestyles and
leisure, the kind of communities we choose to live in, and the personal and familial identities
we construct.Because this radical revamping of the ways we work, live, play, and think is still
only in its adolescence, our times are fraught with contradiction. Take a look around. What do
you see? Pure human genius and innovation accompanied by pure human greed and
destruction. The breakdown of hierarchical order accompanied by the breakdown of social
cohesion and economic certainty. Dizzying prosperity accompanied by extreme poverty. These
are the social and economic conditions that define our world. How to understand them? Where
did they come from? Where, most importantly, are they taking us?The Rise of the Creative
EconomyIn recent decades, a series of gradual changes in our economy and society have
combined to give us a fundamentally new system of working and living. I call the age we are
entering the creative age because the key factor propelling us forward is the rise of creativity
as the prime mover of our economy. Not just technology or information, but human
creativity.Innovation doesn’t come magically from an invisible hand. As Stanford University
economist Paul Romer has long argued, great advances have always sprung from ideas.1
Ideas don’t fall from the sky; they come from people. People write the software. People design
the products. People start the new businesses. People create the music and images that come
streaming at us out of devices that other people create. Every new thing that gives us
convenience or pleasure or productivity—be it the Palm Pilot, Pulp Fiction, the iPod, or the
tweaks that make a chemical plant run better—can be traced to human ingenuity, to people
having ideas and finding better ways of doing things. What really drove the great boom of the
1990s was not greed or even rampant venture capital and high-tech entrepreneurship, but a
tremendous unleashing of human creativity of all sorts.In a larger sense, it’s always been this
way: People think of something new—farming instead of hunting and gathering, building a
steam engine instead of harnessing a horse—and the material and social realities follow.
What’s happened in recent times is that the pace and intensity of all forms of creative work
have exploded. That’s what produced most of our economic growth over the late twentieth
century.Perhaps the most incredible thing about the creative age is that it holds the possibility



not only for economic growth and prosperity, but also for a much fuller development of human
potential in general. Over the past decade, I’ve interviewed literally hundreds of people, from
executives and engineers to secretaries and recent college graduates, who left secure jobs for
something new. Very few of them were doing it for a stock-option bonanza, which they knew
was a long shot, or for higher pay—usually the pay was lower. Time and again they told me
they cherished the chance to do “exciting work” and to play a part in “building something new.”
In short, people love to do creative work; it’s what we’re about.I’ve also visited auto factories
and steel plants across the U.S. where Japanese-style continuous-improvement methods were
instituted.2 In every one of these places, workers told me that they now enjoyed coming to
work, rather than dreading it—not because their pay was better or their job was easier but
because they finally had a chance to contribute their ideas. I’ve seen it on the so-called lower
rungs of the economic ladder as well. While unions and politicians bemoan the loss of good
manufacturing jobs, such as machine-tool operators, states like Pennsylvania and Michigan
have actually had a hard time filling them, even as cosmetology schools fill up with working-
class kids hoping to be hairstylists. The hair salon typically pays less and offers fewer benefits
than the machine shop—but it’s seen as a more stimulating career option.The point is not that
we should all join start-ups or become hair-stylists. It’s simply that what growing numbers of
Americans want today is the very same thing needed to strengthen our economy: not just
financial gain but the opportunity to engage their creative faculties. The best part of this
equation is that the kind of work that people love is also the work that leads to prosperity.The
Creative Economy by the NumbersMore people than ever before are getting to do creative
work for a living. The number of people in highly creative occupations—from architects to
aesthetic workers, engineers and scientists to artists and writers, high-end managers,
planners, and analysts to health care, finance, and law professionals—climbed dramatically in
the twentieth century. In 1900, creative workers made up only about 10 percent of the U.S.
workforce. By 1980, that figure had risen to nearly 20 percent. Today, almost 40 million workers
—some 30 percent of the workforce—are employed in the creative sector. There are, in fact,
more creative workers in the United States today than there are traditional blue-collar workers.
The trends are similar across much of the advanced industrial world.Figure 2.1: The Growth of
the Creative EconomyThe Creative Sector has been the growth engine of the U.S. economy,
increasing consistently over the past century and dramatically since 1980.Updated from:
Richard Florida, Rise of the Creative Class, New York: Basic Books, 2002.What’s more, the
creative sector accounts for the lion’s share of all wealth generation. When we divide the
economy into three sectors—the creative, manufacturing, and service sectors—and add up all
the wages and salaries paid, the creative sector accounts for nearly half of all wage and salary
income in the United States. That’s nearly $2 trillion, almost as much as the manufacturing and
service sectors combined.Figure 2.2: The Economic Impact of the Creative SectorThe creative
sector of the economy accounts for 30 percent of U.S. employment and nearly half of total
wages and salaries—roughly equal to the manufacturing and service sectors combined.
Compiled by Kevin Stolarick from U.S. Bureau of Labor Statistics.There is broad agreement
among economists and business forecasters that the growth of the overall economy will come
in the creative or knowledge-based occupations and in the service sector. Fritz Malchup and
Peter Drucker long ago pointed to the growth of the knowledge economy and the importance of
knowledge workers. Writing in 1960, Herbert Simon, the Nobel Prize–winning economist who
was also a leader in the fields of cognitive psychology, computer science, and robotics,
predicted that while routine factory and clerical work would be automated, new work would be
created in the fields of management, innovation, and design, predicting that: “There will be a



substantial number of men at professional levels responsible for the design of product cut, for
the design of productive processes, and for general management.” Robert Reich later called
attention to the role of “symbolic analysts,” who think and manipulate symbols for a living. The
sociologists Steven Brint and Steve Barley have estimated that knowledge workers compose
between 30 and 35 percent of the workforce and are growing fast.3 This is how several experts
summarized the trends in a May 2004 issue of the New York Times:Over the past decade the
biggest employment gains came in occupations that rely on people skills and emotional
intelligence—like nurse and lawyer—and among jobs that require imagination and creativity:
designer, architect, and photographer. But not all of the new jobs require advanced degrees or
exceptional artistic talent; note the rise of employment for hair stylists and cosmetologists.
Trying to preserve existing jobs will prove futile—trade and technology will transform the
economy whether we like it or not. Americans will be better off if they strive to move up the
hierarchy of human talents. That’s where our future lies.4A 2004 book by economists Frank
Levy and Richard Murnane looked closely at the changes that have occurred in the kinds of
work people actually do over the course of the past several decades.5 Using comprehensive
data from the U.S. Department of Labor’s Dictionary of Occupational Titles, which provide
painstaking detail on twelve thousand individual occupations, Levy and Murnane show how
work has split into the following types:Expert thinking: Jobs that require creativity and expert
problem solving, from designing new products to diagnosing illnesses to creating unique
dishes from fresh ingredients. These jobs have grown rapidly since 1969, experienced
considerable salary and wage gains, and are predicted to continue to grow.Complex
communication: High-paying jobs in design, innovation, and motivation or management of
others that require face-to-face interaction. These jobs have also grown rapidly, seen
considerable wage and salary increases, and are likely to continue to do so.Routine cognitive
tasks: Jobs that require mental tasks that follow well-defined logical rules, such as work in a
call center or data-processing center, and also some routine aspects of software coding. These
jobs have declined in the United States since 1969 and are especially vulnerable to
outsourcing.Routine manual tasks: Physical-labor jobs that follow defined rules, such as blue-
collar assembly-line work. These jobs have already declined and will continue to be vulnerable
to automation and outsourcing.Nonroutine manual tasks: Physical-labor jobs that are difficult to
automate because they require “optical recognition” and “fine muscle control,” including a range
of factory jobs, but also personal-service jobs such as haircutting or housecleaning. These jobs
declined between 1969 and 1989 and have leveled off since then. While nonroutine factory
work is vulnerable to outsourcing, personal services are not. It’s hard to imagine a robot that
cuts hair or gives good back massages, and impossible to contemplate how to offshore
manicures.In Levy’s and Murnane’s estimation, then, nearly all of the growth in jobs has come
in two fields: expert thinking and complex communication. These are sectors that define the
skill requirements and work profile of the creative class to a tee.As Levy and Murnane also
point out, highly educated people, particularly those in such occupations, have sucked up
nearly all of the wage and salary gains over the past two decades. These gains reached record
highs in the 1990s, even as the wages of high school graduates deteriorated considerably,
leaving them worse off in terms of their real purchasing power than in the early 1970s. High
school dropouts fared even worse. All of these trends contribute to the growing class divide we
face as we traverse the creative age.Creative CapitalFrom an economic point of view, creativity
is a form of capital—call it “creative capital.” Economists have long thought in terms of different
types of capital: physical capital (raw material), investment capital (finance), land (functional
property), human capital (educated people), and social capital (the kind that comes from



people acting in groups). Today’s leading growth theorists argue that economies develop not so
much as a result of their physical and investment capital but based on the stocks of human
capital they possess. But human capital is typically measured by economists based on workers’
formal educational levels.If we use the most conventional measure of human capital—the
percentage of people with a bachelor’s degree—we tend to overlook extraordinary
contributions made by entrepreneurs and cultural creatives who may not have completed
college, people like Bill Gates, William Faulkner, or David Geffen. Plus, the human capital
measurement is based on the assumption that specific skills matter and that these skills are
the ones being taught by our educational institutions. This concept made sense for the
industrial age, when mass production was key and skills were implanted in large numbers of
the workforce. In the creative age, real economic growth requires more than a degree.Now it is
the intrinsically human ability to create new ideas, new technologies, new businesses models,
new cultural forms, and whole new industries that really matters. This is what I mean by
creative capital. For an economy to grow and prosper, all types of organizations—individuals,
firms, cities, states, and even nations—must nurture, harness, mobilize, and invest in creativity
across the board. Similarly, for economists and academics to have any success whatsoever in
measuring such capital, we must find ways to take into account the full range of human
creative potential. This is the reason I’ve moved to an occupationally based model of
measurement in my work; it still doesn’t go the full distance in getting at what drives creative
economic growth, but I believe it’s more accurate than the standard education-level
measurement.Recently, a team of Canadian economists made a significant breakthrough in
quantifying creative capital, differentiating it from human capital, and demonstrating its
importance to economic growth.6 The Canadian team found that if you measure actual skills
(similar to my occupationally based concept of creative capital) rather than simply educational
qualification or degree, you get a much more powerful explanation for economic growth. As
The Economist puts it, “educational qualifications may be relatively easy to measure, but [they]
offer only a poor proxy for human capital. What one wants is a direct measure of economically
relevant skills.” Exactly.Working with Statistics Canada, the research team came to two
important conclusions. First, indicators that reflect a population’s literacy do much better in
predicting economic growth than measures based on years-in-school. This speaks to the
importance of independent, creative thinking to economic growth. As crucial as a strong
educational system is to a country’s economic well-being, the number of days that children and
young adults are required to sit in desks tells us little about how they will do as individuals—let
alone how a society will do in the aggregate. It takes genuine learning—both in and out of our
classrooms, and teaching both the fundamentals and more advanced, creative problem solving
—to build an economy.But what’s even more important than the literacy measure’s success as
a comparatively better indicator is its more straightforward success in demonstrating a positive
and significant connection to long-term economic well-being. The Canadian economists note
that a 1 percent rise in literacy scores (relative to the international average) is associated with
an eventual 2.5 percent rise in labor productivity and a 1.5 percent rise in per capita GDP (both
also relative to the international average). Rising investments in literacy, they conclude, are
closely tied to a country’s subsequent GDP growth and increased productivity.Perhaps the
study’s major drawback is that the necessary data (a country’s results on the International
Adult Literacy Survey) were available for only fourteen OECD countries: Belgium, Canada,
Switzerland, Denmark, Finland, Germany, Ireland, Italy, the Netherlands, Norway, New
Zealand, Sweden, the United Kingdom, and the United States. Even with this limited pool,
though, a definite pattern exists: The three countries where literacy rose the fastest in the



period 1960–1995 also experienced the fastest relative growth. The three countries with the
least relative improvement in skills (whether because of a lack of investment or because they
had already progressed further by 1960), New Zealand, Sweden, and the United States,
experienced a relatively slower growth rate. “The key economic policy implication that comes
out of this result,” write the authors of the study, “is that ... human capital accumulation matters
for the long-run well-being of developed nations.”Every Human Being Is CreativeOne of the
greatest fallacies of modern times is that creativity is limited to a small group of people with
particular talents. Most people, the belief goes, don’t want to be creative, couldn’t do it if asked,
and would be very uncomfortable in an environment where creativity was expected of them.
This belief is false.The single most overlooked—and single most important—element of my
theory is the idea that every human being is creative. By our very nature, each and every
person is endowed with an incredible capacity for innovation, a by-product of the innate human
capability to evolve and adapt. Creative capital is thus a virtually limitless resource. Human
beings are creative in many different ways, and in many different fields that go beyond acquired
skills. Each of us has creative potential that we strive to exercise, and that can be turned to
valuable ends. If we are to truly prosper, we can no longer tap and reward the creative talents
of a minority; everyone’s creative capabilities must be fully engaged. In my opinion, the great
challenge of our time will be to spark and stoke the creative furnace inside every human
being.The creative class concept should therefore be understood as neither elitist nor
exclusionary. In fact, I coined this term largely as a result of a personal and intellectual
frustration with the snobbery of such concepts as “knowledge workers,” “the information
society,” “high-tech economy,” and the like. I chose “creative class” because I found it to be both
more accurate in defining the real source of economic value creation and also more useful in
highlighting who of our fellow workers is or is not rewarded monetarily and professionally for
making use of their own inherent creativity. The real challenge of our time is to extend its
membership beyond the 30 percent or so who currently are allowed in—to make the creative
class a much broader and inclusive group that taps the great reservoirs of creative human
energy that are already in our midst.For creativity is the great leveler. It’s a trait that can’t be
handed down, and it can’t be owned in the traditional sense. It does not recognize the social
categories that we impose upon ourselves. It defies gender, race, ethnicity, sexual orientation,
and outward appearance. We cannot know in advance who the next David Ogilvy, Gwendolyn
Brooks, Paul Allen, Oscar Wilde, or Barack Obama will be, or where they will come from. Yet
our society continues to encourage the creative talents of a minority, neglecting the creative
capacities of many more. Consider what Dave Bayless, a venture-capital investor and writer,
has to say on the subject: “Even if a person doesn’t happen to have the talent that is currently
in demand today, that under-appreciated talent could well prove to be foundational for the
economy of tomorrow.” For precisely this reason, it is useful to think of the vast collective pool
of human creativity as an enormous ecosystem where the traits of one type of being are
complementary to and symbiotic with those of another. Diversity is not merely enjoyable; it is
essential. “Biologists were the first to understand the importance of diversity to a healthy
ecological system,” writes urbanist Don Rypkema, “but it is true of an economic system as
well.... The competitive place won’t just focus on industrial diversity, but perhaps even more
importantly on human diversity.”
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