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The Big Cities Series

ver the past two years, the Centre for Development and Enterprise has conduct-

ed a major study of South Africa's largest cities. This project has been guided
by certain core 1deas. The first 1s that South Africa's future will be determined 1n its
large cities, and that developments in them are thus very important for the country as
a whole. The second 15 that the country s leaders and policy-makers do not know
enough about the economic, developmental and other dynamics in these cities, and
that they need to pay far more attention to the large cities than they have until now
The third 15 that the abolition of apartheid has cleared the way for a much more
intensive focus on cities as arenas of economic growth than ever before. By develop-
ing sirategies to become more competitive in the global and regional economies,
South Africa s cities will more readily discover the means to cope with racial reconcil-
iation and reconstruction.

CDE's Big Cities Series will consist of six executive reports. This first report explores
the implications of an increasingly integrated and global world economy for South
Africas major cities. This will be followed by detailed case studies of four of the coun-
try s major metropolitan areas: Durban, the East Rand, Pretoria and Johannesburg.
The last report will spell out a practical strategy and national policy framework for
South Africa s large cities and metropolitan regions.

This first report = Cities and the global economy™ new challenges for South Africa -
explores the implications of globalisation for South Africas cities. It deals with the
role played by cities 1n economic development; the effects of globalisation on urban
economic functions and city performance across the globe; the shift in policy thinking
on cities in the developing world, and the particular challenges which face such
cities; identities core analytical and policy themes crising from this international
review- and then isolates important implications for South Africa and its cities as the
country rentegrates into the world economy.

Cities are the new arencs for economic activity and competition. This has enarmous
implications for their governance and management. South African cities now need to
view their priorities through an economic lens. Globalisation holds enormous new
opportunities as well as dangers for our mayjor cities. No city can afford to rest on its
laurels. No city can assume that the future will be like the past,
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CITIES AND THE GLOBAL ECONOMY:

new challenges for South Africa

INTRODUCTION

he nise of an mereasingly plobal ceonoimy simee the nud-

L0705 has focused renewed atlention on the ceononug
rale of cities, As o result, new approaches are cmerging 0
urban policy and numnagement, This ssue ol COE Research
explores the implications of plobalisation tor South Afnca s
erties and thewr ceononnue development.!

Aonew eraof globyl, knowledge-mtensive and techno-
logically sophisucated capitalism has emerged, This takes
the form ol wnmercasmgly mtegrated ceonomic system, with
plobe-straddling networks of transnational corporations and
high tevels of Toreign direct investment between and amaong
nabions,” " A growing proportion of the world’s wealth s now
bemg prodoced and disteibwed via such networks of inter-
linked firms.?

Natwonal ceononnes are icrcasmgly mcorporated 1hio
an mtegrated plobal ceonomy, Cilobalisation 15 ¢xposing
nahonal manuiacturmg mdustries and many services 1o com-
pettiion. T this way it simutiancously miTuences the geo-
praphuical distribution of ccononne activity and the growth
paths of [ocal and regional econonuics. Cities nonetheless
reman the crucial, wdeed the prime, locatons for the pro-
duction of poods and services. About 45 per cent ol the
waorld's people live i cites, as do 75 per cent of those in the
developed world, Marc than hall of the gross domestic prod-
ucl (G of most countrees derves from urban-hased coo-
nomie acuvity, and the figure tends o rise o lock-step with
the level of urbamsation,® Cities, in the words of 4 popular
slogan, are where ‘the global mects the local,

The productvity of cities 1 thus crucial to nattonal
growth, development and welfure, Any national cconomic
growth strategy must have the role of cities as a top prior-
ty. To negleet ¢rues is o Jeopardise national development.

A rethinkang — and a remloreing - of the cconomie role
ol citics i an era ol globalisaton s partteularly refevant o
Sowth Afrigy today, About B0 per cent of Goras already pro-
duced m our cities and towns, makmg ther ceonomie role
and performance central to nattonal development. After
decades of sotation, South Africa s rapudly bemng reimte
graced mto the world cconomy.

Mumbership ol a new plohal trade repime, moparticu-
lar, 15 putting pressure on South Afnica s poods and service
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praducers as forcign competitors re-enter what are now less
protected Tocal markets, and government subsidies to export-
ing lirms wre phased out. The cconomic prospects of eilies,
towns and regrons are altected by this new sitwation, making
strafegies for econonie development a prionty forany local-
1ny.

Cilobalisation 15 thus hugely important for the way in
which South Afrcan cines are manuged and planned, Ths
makes 1t even more mmportant 1 devise new managemend
and planmmg approaches m which cities are envisioned as
the engines of Tocal and natenal coononnge growth, Two issucs
are erucial here, First, the productive activities concentral -
wd o cies must be supported by effective urban manage
ment: ethies must be oade mito good places to do busimess,
Second, cities themselves necd o become actively entrepre
newritl places; Tor the benelit of all urban dwellers, city stake
holders must wdentfy and then build on therr distmetive com-
petilive advantages m the global cconomy.®

Acvordingly, this issue of COE Reyearch focuses on the
implications and challenges of globalisation for South Afrigan
clues, The document 15 divided mto five sections:
® the role played by eries i ceononue devetopment;

@ the effects of globalisation on whan cconomie unchions
aid ety performuance all over the world:

® the shift m policy kg about ciiies mthe develop-
ing world, and the challenges facing them:

®  asummary of key elements ol the international experi-
enee: and

® g concluding secton thatdenulies the implications for

South Africa and its cibies arsimg (rom this internation-

il review.

The section on South Alrica will be supplemented and
expanded m forthcommg issucs of CDE Researeh. In these,
the resuelts of four detailed case studics of South Afmean mel-
ropolitan arcas are reported on and analysed. The policy and
strategy implications of this body of work on local and wler-
national examples will he pulled together in 1997 when Chi
will publish a practical stratepy and policy framework for
South Afriey s Lirge crties and metropolitan regions,

This document contans numerous case studies which
illustrate how cities have adapted w the new global dynam-
1cs, aned how they are sumultancously shaping the new glob-
al economy i vartety ol ways.



At this stage. s important to clarify cer-
tann 1ssues, This document does ned spell out
anew ek steategy.” What i ains 1o de 1y
lighlight the new and important context with-
South
Alrican eities inchuded - wre having 1o oper-

im which cities all over the world

ate. South Africas already o part ol the glob-

al ceanomy, and the government intends to promole greater
mtegration with world markets. This will have enormous
implicatuons for the country’s crues, This report deseribes
and analyses this new and challenging reality. sls impact on
cities, and then attempts o draw out the imphieations for
action. ‘The new global context 15 one of nuuy factors thal
need (o be considered e tinkimg throagh the couniry’s
national urban steategy. But there shoulkd he no doubt as o
s centrality.

Although the experences we consuler here are relevant
Lo all South Afrcan eities and towns, this document 15 about
our larger eities, The importanee of our large crties should
not be underestrmed, and the need 1 pay greater adlention
Lo them m national, provimeial and urban policy-making must
be cinphasised. The country’™s future will depend on whal
happens it largest cities.

This 15 not to say that smaller urban places and rural arcas
and their people are unimpertant, The country needs o well
thought out, properly implemented raral development strat-
epy.® Nerther urban nor rural development can be thought
abet i sokton from cach other, 10 erical o understmd
the dynamie interaction between urban and rural sectors.
Indecd, Far more natonal attenuon needs (o be pad to the

linkages between the urban and raral seetors of our society

{such as migration tssues, small towns at the bottom end of

(he urban hierarchy. and peri-urban and urban agriculture, o
name gust o few), As CDE has stated ¢lsewhere:

[t 18 important to remember that what South Afrnica has
1% @ dynamie single contunuum all the way from deep rural
arcas to the hear of the Targest ey, This linkage needs Tur
greater attention both in terms of our currently hmited under
standing of the nature and volume of the mteractions but mies|
tnportantly i terms of the policy implications for national
policy and strategy. A better understanding of the South
Alnean urbamsation process and its outeomes will ave impuor-
tant consequences for many aspects ol current policy® from
where social and physical infrastructure should be imvested,
o housing und land policies, o trnsportaton expendilures.™

This does not mean that every document which deals with
urban issues must simultancously analyse rural and vrbanisa-
tiom ssugs as well, 10 possible, and indeed desiable, 10 focus
on a specific aspect of a complex dynamic in order to under-
stand it more fully. South Alnica’s large cities are the most nmpor-
tant gomponent ol our nghonal sertlement system, whether they
15 assessed 1 terms of the number of people living n them,

ther centrtbution 1o the nabional ceonomy,
or therr contribution © lechnologeal mno-
vihion, cducation, health care or nationul
politieal leadershuyp amnd dynannes,

A final miroductory point: we have
used the word ciies very loosely m this
document. Sometimes we are talking about
lirge multti-nodal metropolitan conurbations or sprawling
urban regrons; at other mnes we are relemmg o more gon-
tned, traditienal nohons of o ity or ciy-stale. The key pomit
we e eying o cmphasise s the importance ol large urban
apglomeraticens, and ther relationshp (o ceononmie growth,
CH course, how particalar cries apply what we are sayimg and
the lessons they denve from mternational expenence will
fundamentally affect what kind of urban complex (hey are,
and the particular way in which s governed. But whatev-
er kind of urban agglomeration a city 1s wday, or will become,
1 will nonetheless have to confront the chaltenges of the glob-
al ceonomy. and an mercasingly competitive environment
for investment and growth.

This docurnent, then, provarily emiphasises the ceonemie
dimensions of the challenges and opportumities that face our
targe ciues. In the new context ol a democratic Soulh Afnes,
whoere government at all levels Taces enormaous backlogs and
where theee are huge and immediate needs-driven pressures,
this publication wms W place the country’s socio-eeonging
development challenges squarely ma broader context. The
counlry’s attempts to transform s previously segregated and
unequal crties, and o provide adeguate serviees and mir-
structure s local government arcas, must be seenin the
light of a changing world economy and South Afrnica s role
i a global marketplace. This s the broader ceonamig ¢on-
ext within which urban policy-makers, local and national,
must think about priorties, and make thew chioees,

CITIES AND ECONOMIC
DEVELOPMENT

Cities ond productivity

To begin with, we need to explore why cities are mmportant for
ceonomie development. Simply put, cilics provide a coneen-
tration of serviges ind mlrastracture; prodoctive labour: man-
agement skills; orgamsed work environments; complimenta-
ry und competing businesses; and large and vaned markets.

These tughly concentrated clements gencrate what are
calted agglomeration cconomies for businesses: tns oveurs
when mdividual productive units benefit from heng st -
cdin Bege clusiers of ceonomie activities. These cconomies
of scale help enterprises 1o become more productive, and
henee promote ceononue development,
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Concentration 15 thus a precondiuoen for the moveient
from low productivity w high productivity wlach resalts i
ceonuimic development. The cconomst Paul Krupgman
expresses this by arpuing that concentrations within eities
produce mereasing ceononug returns because they offer weh-
nological spillovers, the pooling ol labour, and a supply of
spectalised mputs, 't

015 eines, then, with theo ceononnes of agalomera-
ton, where economie productivity mereases. Urbanisation
andd ccononne development are thus mutually remforeing,
and cioes, as Kragman further observes, tend to be self-sus-
tnmg arenas (or econonne development. Therefore, com-
panies have a divect merest m the quality and ethicieney of
the ciies mowhaeh they opersde, because thes will affect ther
productivity and potenual for growth.

High levels of physical concentration i cities can also
reach (e pomt of creating diseconomies of scale, where the
adverse consequences ol population density, congestion, and
the scarcity ol resources become so severe that the benefits
ol agglomeration are negated. In larger cines in both devel-
oped and developmg countries, peographical shilts or the clo-
sure of some getvities can result where the costs ontwergh
the benefits of location i these eiies. Generally, however,
the ccononues of agglomeration provided by ciies outweigh
such disceononmes, wineh can - and must be minmsed
with effective urban management.

Cities are more productive than rural arcas, [n develop-
g countries, e averige of 60 per cent of output s pener-
ated mourban areas, although a Lrpe proportion of people stll
live in rural wreas, The pap between urban and rural produg
tvily s growing, In India, the conteibution of urban areas
1o per capita GDE rose (rom 29 per cent in 1950 (o 47 per cent
in 1990 — and was projected al 58 per centin 1995, The sit-
uabion 1 Turkey s starker: urban arcas contributed 19 per
cent oy per capita GRron 1950, with a dramatie inerease o

78 per eent by TORO The ccononne miraele that has doubled
Thailand’s GDP n seven years s really the miracle of
BRangkok, a city which contims ome sixth of the Tha popu-
lntion but gontributes more than hall the countey’s GhP and
muore than two thirds of 18 tax revenue." T'his reality — that
cities tend to praduce a disproporbonately large share of
national income m relation o ther populations - s ilus-
trated i the diagram below.

The proportion of the *poorest of the poor® s also lower
m ¢uhes than ruril arcas. In Nepal, the seventh poorest coun-
try 1 the world, according to the World Bank, 14 por cent off
the urbun population s poor, as agiomst 33 per cent ol the
rural population. City households in Nepal also have levels
of expenditure 40 per cent higher than rural houschelds, and
a lngher ownership of assels, Marcover, as city populations
ncrease, 1 Nepal as elsewhere, the overall proportion ol the
poor tends 1o decline !

As Hunk Saviteh summarises 12 "The truth s that crlies
are extraordinarily efiicient. They optutise the use of human
and mechanical energy they allow for fust, cheap trans-
portation; and they provide flexible, ghly productve labor
markets . Cites facilitate a diffusion of products., deas and
human resourees between urban, suburban, exurban and rural
spaes, ... Cines are the micrnational growth machnes of

the new ceonomy . cilies are the workhorses of the world. ™

Cities and economuc specialisation

Spectlic ceononue activitics develop i a aity because of dis-
Imchive conditions that enable them to do so. As Michael
Porter argues, “Hach location — whether it be a nalion, u
remon, or a ity - has a set of urique local conditions that
undderpn the ability of companies based there to compete 1n
a parveular field ... competitiveness emerges out of unigue

focal conditions und oeeurs m businesses where aregron ¢an

Punching above their weight

Population and GDP as a percentage af national totals

Durbarn/Pietermaritzburg
Cape Town metra —
Pretoria —
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Greater 5680 Paolo l_
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.Populmion [:] GDP

]
O —

Cities and the global economy



City specialisotion: some examples

Larger cities tend 1o have several specialisotions; these are offen clustered vround o particulor focus. Smaller cities ypically

harbour fewar specialisations.

Bagota (Colombial
publishing services 1o Narth America

Cut Howers (second largest world supplier in just o few yeors), impertant supplier of printing ¢nd
Major supplier of high-level medical services to South-Fast Asia; computer software

Supplier of computer programming services to Silicon Valley; centre for foreign airline ticketing ond

Singapore
Barcelona Medical serviees, especially medical ‘package tours’
Bembuy
accounting sarvices
Boston

Sialkhot (Pakistan)

Sassualo in Emilia-Remagna (ltaly)
Heidelberg, Augsburg, Olfenbach
Bayreuth, Salzhurg, Edinburgh

Printing press machinery
Cultuted activities and festivals

Computer hardware; computer software; financial services; medicol research

Leather goods {most of the warld'’s foothatls, also Scomish bﬂgpipes)
Cerami tiles and tile moking equipment

Economic specialisation can result from a specific strategy followed by o city. In most cases, though, markets create speciali-
sations to which public autharities respand, The future situation might be different as mare entrepreneurial ity governments

emerge. '

create areas of spectalisation.™ Location s thus critical 1o
the suceess or the [ailure of businesses. A cily’s economic
activines are olten not easily trunsferred elsewhere withoul
un merease m costs. With some cities providing hetter con-
dittons for certin activities und mdustries than others, the
exiet makeup of each city™s ceonomy ditfers; ideed, ceo-
nomie development may well enforce territorial specialisa-
tion (see fbox ahove),

Spectalised activities benefit from being elose (o ong
another, Porter conunues: “The competive advantage of a
location dogs not usually anse mosolated
companies but i clusters of compames
olher words, in companies that are in the same
inelustry or otherwise [nked togetwr through
custometr, supplicr, or similar relattonships.
Clusters represent ennical masses ol skill,
informanon, relationslups, ad mlvastructure
m a given field.”"”?

Such clusters, geared o the disuncuve
conditions of a particuliar ety and sharmg spe
clalised services and Labor matkets, drive both
logul and national ceononie developmenlt.
They create, i Porter’s words, new capa-
bilities, new comparies, and new industres.” !

[ hardly surprising, then, that several
ceonomusts, including Porter and Krugman,

have argued that closters are o conclusive source of cont-
petilive advantape For an cconomy. As The Feanonnst puls
161 as hard Tor g competitor from elsewhere w reproduce
singlehandedly the conshmation of skills and meentives that
exist i such a cluster. Burrowing yoursellin a place where
there are plenty of subcontractors and a pool of expert labour
can often save a firm money. Bt the cluel advantage s real-
Iy 1o do with the mlormal knowledge buzzing around such
places: ideas swapped i eafes, the nivalnes between neigh-
hourmg, firms that persuade workers 1o siay up all mght on
projects,”

In Hurope, aceording o the same
source, clustering works well und will
probably be expanded. In both cralts and
hgh teelmology sectors, speenl know-how
has ereawed clusters which can be surpris-
wgly long-lived, But clusterimg has not
been confined o gh-end manutuciurmg
alone. Denmark has long been a Huropean
centre For pork and bacon, thanks (o a net-
work ol prg Faems, abattors and progess-
ing plants, Mail order retailing has begun
o gather around Lilte 1o northern France
hecause 11 has exeellent vail and road con-
neclions to French-speaking Lurope. In
Vicenza monorthern Ialy, the jewcellery
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business depends ona host of specilised services: hanks
used to the paperwork myolved with handling precious met-
als, securly serviges, genmmologists wd others all help o
support the jewellers.®

The ceononne ases of ciues are nonetheless m flux as
changes i pricimg, teehnology and other Factors reshufTle the
puck of cconomie actvites - sortng and resortting what
stiould remam m the ey, what should leave, and whin new
actvities should Tocate there. Change s the essence of the
ey ceonomy. The process af globalisation over the past 20
years has thrown tus reality of change into dramaue relief.

GLOBALISATION AND CITIES
What 1s globalisation?

Globalisanon conststs ol a bundle of mierrelated deas: ceo-
nonnie, political, wehnelogeal and cultural. We will focus on
the ceonomg aspeets, Heononie globalisation can he
Ll
relers e the expanswen ol the world market cconomy dur-

desseribed i o number of ways. At the most basic leve

ing the past two deeades: the mnse of the South LBust Asian
ccononuies, the fall ol communsm m easiern Burope and tha
lormier Soviet Umon and the emergence of market ccononues
there, and the resurgence of some Latm Aerican ceonomis,
notably Chile, Argentina and Brazil. More thun ever helore,
there 1s a growmg mternavonal mregracon of markets for
goods, services and capntal,

Clohalisiation tvolves a number of diserete but inlerre
Lated ceomonne processes, [t was not untl the 19605 and 1970
that atrue glebal cconomy” emerged. despite o long istory
of internavonal flows of capial, labour, goods and services.
Markmg, the dilference was the mtensity of such flows. The
Tirst of these s the massive growth m o world trade morecent
decaudes: smee the mid-1970s world merehandise exports have
approxmiately doubled as a proportion of world outpud, rom
1O per cent o 20 per cent.? Assoctted with this s an enor-
meus expanson i foreign dircet mvestment (e01). Total 1)
in the newly opencd ceononnes of Latim Ameriea, for exam-
ple. rose from USS6G. 1 hillion i 1984-7 10 510 billion m
J9RE-9 $14 billion m 1991, and $16 billion m 199222 1711 has
noi been conlined (o routine production g

ites alone:
mereasingly 1t mvelves research and development Tacilities
oo, meammng an clfecnve globalisation of innovation.

The "financualisation of the world ceconomy 1k alse a
well-known phenomenon: this has involved hoth the dereg-
alatwon and (he denatienalisatien of financial markets and
instraments. Capital now Tows reely aeross naliienal bor
ders. This capital 15 jowned increasingly by people, as both
individuals and geoups of people nugrate between countries
on an unprecedented scale. Finglly, another recent and
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aceeleratimg process s the Tarmation of o global consumer
culture. One important aspect ol ths s the explosion
tourtsm i the past few decudes,

While the developig world as a whole 1s becoming,
increasingly miegrated with the global cconomy, the tevel
and pace ol integration varies widely between countrics. 1n
trade. the contrist s most marked between Bast Asia and
Adrica. Bast Asa s miegration in world trade has vrsen rypud-
[y aund 1 asustamed manner, whercas i sub-Saharan Afvicit
(the st of trade to Gk has been Talling untl recently and 15
still well below the level of 20 years apo.™

Detroit: reversing decades

of decay?

During the 19505 and 19460s, the Amengan city of

Detroit rapidly swung from prosperity to despeir. Job

losses were huge: in o 30-year period, Detroit Jost

200 000 jobss and nearly ane million residents. Racial

tensions grew, culminating in the 1967 race rots.

Now, clter several false starts, Motown appedars o
be reversing the decades of decay. Many of the inifia-
tives have been led by o new black mayor. Although the
city shill has o long woy 1o go to improve its bad image
and lower its |1i5||'1 crime rate, there gre signs of hope‘_&.
These include:

& the establishment of ‘turnaround teams’ of city
employees, trade union members and the carporate
community to look for ways of improving the city's
operations;

. forrning o public-private coalition which has lobbied
the federal government and has been successhl in
getting Detroit declared an ‘empowerment zone’.
This was accomponied by a grant of $100 million to
relieve urbon blight, and tax breaks to companies
locating in Detrait;

o the pledging of $2 billion in development funds for
the privote sector;

® the buying up of desarted bui|dinga which are being
demolished or refurbished as bouriques, offices,
entertainment venues and middle-class accommeade:
ton;

o the building of new houses and o baseball siadiom;

& o decline in unamployment,

Some of the ingredients of this turnarcund include:;

® leadership - o dynamic mayer;

e cifective public-private cadlitions on city issues;

# sfrategies fo encourage locol development; and

o o rallying of citizens around plons to reverse Detroit's

decling #



Cilobalisation nevertheless bas profound iplicanons for
developing countries. It ereates important new vpportunities:
wider miwrkets (or trade, an expanding arcay of tradables, larg-
er private capttal mlMows, and improved aecess 1o wehno-
logy. The outward-orented reforms beg adopted by more
and more developimg countries make the latter both agents
and benelicianies of glebalisation these reforms bath con-
tribute o alobalisation, and expand opportumities for devel-
opmg countries o participale m its benefits, By promoting
elficiency and productivity, and providing o friendlicr envi-
ronment for exports and foreign investment, outward-or-
cnted reforms huve been key o recent improvements i the
cconoime prospeets of developing countries.

The new opportumtes for developing countries are
accompanicd by tough new challenges of ceonenne man-
agement. Integratron with the global cconomy requires a lib-

eral trade and mvestment repnme, In trade, compeliton 18

mercasmgly sull. and the rapadly changmg possibilities favour

the more agile. A classic example of a state that responded
creatively o changes i global trade and investment patterns
15 Hong Kong (see by below),

lIn finance, nternational capital market ntegraton and
the potential volatility of capital flows thal comes with it are
Il]itklllg MACre-ceononng Illil[li!gc]]ltflll m LI(,:V(,)]U])H]E Conn-
tries more complex. Policy-makers are mereasingly conlronted
with o new discipling — the need to nwunton the conlidence

Hﬂﬂg Kﬂﬂg: resfructuring an
‘open city’ economy
Hong Keng displays a particular combination of factors:
roinimal controls an external trade and the movement of
maongy, and government altempts to promote overall
economic growth but nol particulor industries.

Consequently, since the 1950s changing potterns of
external demand have driven Hong Kong's economy
through successive stages:

o first o speciolisation in gorment manufocturing:

@ then the prccluction of electranic goods; ond now

® the provision of high-value business services as
manufaciuring spreads inte the neighbouring Chi:
nese province of Guongdong, os well as to other
{oeotions in South East Asia.

Hong Kang is an excelleni cxample of a city which
has managed to sustain hull employment while under-
going o continvous and radicol dedline in many-
fﬂcturing emp'oymcnt. The expansion of financial and
other services has more than offset this decline. Indeed,
in the face of considerable labour shortages, workers
have actuolly been imported from the Philippines. #

of murkets, both domesne and, increasimaly, international.

[ this setung, sound ceonomie policies command aris-
mg prenmum; the payofts are lrger, Bud sa e the penadties
for policy maction or errors. Globalisation mtensilies com-
petition between policy regumes.

With greater capntal mobility, mvestors igreasmgly
explore opportinities worldwide and assess a country s poli-
cies not only 1n absolule ternns but also relative to those of
other cowntres, As Zia Qureeshy has weitten: As markels
hecome more open, 11 1s the more elficient and competiive
policy regimes thit will win out,™

How do eilwes Ti0mte this petuee? As markels become
larger and more open, so do opportunites for cites and the
companies thay house, The agglomerative features of cities

nake them natural centres {or co-ordination and direction.

Singapore:

entrepreneurial city state
Singupore is one of the great successes of the poor-
Warld War 2 ere. It hos franstormed itself into an offi-
cient island nation in which 3 000 mulinationals make
computer chips, v sets and irgraft parts 1tis @ thriving
financiol and convention cenire, and the average per
capita income of Singaporeans is more thon $25000 o
year [mare than that of Britons),

The secrets of its success include:

& promoting enfreprensurism by remaving bureaucratic
barriers ter inglustricl de::v:elopmﬁ:nt,‘

® creoting o pro-business environment;

e providing an efficient infrastruciure and effective
management structures;

® co-operation between private corporations and pub-
lic officials to advance Singapore’s econemy.

In order to keep Singopore’s economy expanding in
the context of limited and expensive land and high
labour costs, a new role is envisaged, Singapore will act
€5 ¢ bridgr: between corparctions of the west and the
major frontier economies of the east. Singaporean offi-
cials now act o3 ‘middlemen’ to cut thiough red tope;
make contact with the right peupfa; and get deals done
in other Asion countries.

‘Mini-Singapores’ arg thus baing set up in countries
such as China, Indio, Indonesia and Vietnam. These
industrial parks provide o favourable business environ-
mant for multingtionals within oben ynskable and unpre-
dictable new market economies. Although they are only
in the early stages, these parks hove alrewdy oftracted
more than $2,5 billion in investments from nearly 200
leading companies.”
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As Savileh argues. o effect, crties have become the
strategre nodes through whieh the new ceonomy ¢an he
plinned and facilitated. They provide the eritical spaces need-
ed to organtse a dizzying array of funcoons; they hold the

mbrastrugture needad w support millions of whate-collar work

ers:and they furnish the conduits Tor the rapud transter of

poads. money and mfermation,”

As owilh coumtries, globlisation has had different imprets
on cities. [nthe competinve global cconomy not alf cites
share the same fate, The new era has sharpencd urban dil-
ferenees i created multple networks that oy out cerlam
divisions of labour. Networks of eities span the globe, and
underseore the relatonship batween natonal cconomice power
and websin presennoenge.

Globalism also produces different impacts wirfin cities,

Liven the most powerful cities have ther underside and are

hlighted by unemployiment, substandard housing and an under-
class, By the sawme token, oising and less powerful ciies have
created industries, affTuence and & growmg middle class.

Cilobulisation thus poses real threats 1o busmess as usual”
for cities all over the world — while it simultancously creutes
exciing new opportuntties for growth and prospenty. As The
Eeomramist saw 1t 19935,

“The Tiberalisatton of world trade and the influence of
regional trading groups such as NAFIA and the B0 will not
only reduee (he powers ol national govermnents but also
inerease those of cites. This 14 because an open trading sys-
tem will have the eiteet of makmg nabional ccononies con-
verpe. thus evemng out the compelitive wdvantages of coun-
teies while leaving those of cities Lurgely untouched. So,
future, the arenas e which companies will compele may be

cries rather than countrgs, ™™

Barcelona: the Olympic city

In the 197Qs, older rnqnufcacturing dis:
tticts in Borcolong declingd, and
unemployment rose sharply. In 1981
the My or persuﬂded the city govern-
rment to bid for the 1997 Olympic
Games, and e use this os an apporiu
nity to investin inkastruchure. A com-
peny sat up by the ity authorities ond
the: Spnnish government canstructed o
maer sparts stadium. In 1986, ober
thir hid hog been mc,cc-:pmd‘ the r..iiy
wentitied some 300 projects. These
incutded:

[ x;lc:ming derolict industricl gndd port
areqs, recovering the wul’erfront,
and constrocting an Olympic vil
lage;

& improving tronsport infrastructure,
ring roads, the airport, the under-
ground railway, and park and ride
schemas;

® investing in telecommunications;

- expc:r'lding sports Fﬂcilitics;

o developing new porks, upgrading
the plwysimi fabric, restoring histor -
ical monuments; and

o developing new hotels, commercial
areqs and culturol fogilities,

Other initiatives since then have

included:

Cities and the global economy

& the setting up of Barcelona Activa
by the Consorcio {the: development
agency of the city}, with the support
of the Mational Employmen
Agency, This programme is aimed
af countering uuempbymcm
by developing the inner city for
ingubater firms, and providing
premises ond training for the
unemployed;

# the esteblishment in 1987 of the
Barcelona Development Agency (o
public-private partnership) with the
task of qmrc.mting Fcreign investrent
ond suggesting projects for the
Consorcio lo underlake;

& aiming ko become an ‘entrepre:
nevrial Europeon metropolis’ in the
new Europe of regions;

8 the creation of a mojor commercial
health sector, with a consorfivm of
clinies, for example, entering into
on agreament with a bank, various
hotels and the sate airlines to offer
pnckc:ge tours to Barcelona for
medical treatment;

o the development of o business park
at Reus [100 kilometres south of
Barcelona) which exploits the inter-

madal junction located there {air

port, port, north-south highway

ond rc1i|wny containoer terrninal);

# o new downlown commercial
development lecated of the inter-
soction of three main city |\ighwc1ys.
- those to the waterfronl, the air-
porl, and the city’s ring read; and

- c.!h‘rc}cting busingsses to the conven
tion ond exhibition centres.

An affempt has been made to eval-
uole companeants of the Barcelona
investment programme. The cily claims
thet Catalonia received $5,5 hillion in
Foreign investrent in 19901 as o
result of the Olympic Gomes, and that
the total economic impact of the
Gomes expenditure between 1987
and 1992 was $28 billion, ereating
128 000 jobs.** Othar studies confirm
the positive rates of return on both the
ring road and the Olympic Village +
Howaver, the still- important manufac
turing hase of the city has not been
totolly secured, and major munufoc-
turing p|cmts closed down in the
severe recession of the early 1990s.
The: city is also struggling with a major
debt burden, and hjgh taxation
lesvels. *



The economic role of cities redefined

As the global cconomy opens up and expands. previously
domimant patlerns of ety ccononne specralisation are shift-
me, necessitating new elforts oncthe part ol caiies 1 stunu-

Late and Toster ther ceonomies. Indeed., i any country one

might think of, globalisation has re-cmphiasised the role of

cities as promary terrtoriad production units, B metropoli-

L arcus are now scen as the crucial focus of natwonad eco-

Cleveland: how business bosses
saved a sick city®”

In the 1960s and 1970s, manutacturing jobs n Clove:
land declined rapidly; in foct, from 1967 10 1977 jobs
were lost at a rote of 1,4 par cent pet yoor.

in 1980 the Clevelund Foundation sponsored o

major study of the region’s economy which found that:

# dlthough aggregote losses in the two larges! seclors
{sreel and metor car pnrfs) were serious,  number of
smaller manufocturing sectors bod actually grawn;

® Cleveland's diverse monufacturing base waos well
supported by the region’s growing service sector.

In response to this, it was decided ko

® focus on high-skill, monulacturing related services
and to build on the production-service finkoge;

& form o lorge self-help erganisufion for small enter-
prises where know-how could be pooled;

® expand the health services industry, which then
became Claveland’s top employer

A 'bemign conspiracy’ of executives and entrepre-
neurs in the form of Cleveland Tomorrow - a strong
business coalition of executives of the top 50 companies
in the ¢ily - was the key 1o Cleveland’s turnareund. This
grouping played o signiicant role in:
® recruiting and electing o dynamic and competent

mayor;

® imposing corporole efficiency on the operations of
city government,

® iecuring new invesiment projects;
improving labour relatians; and

® modernising manufagturing technalagy,

The Greater Clevelond Round Table, o separate
group of chiel executive afficers, union leaders and
political leaders, fostered labowr-management co-oper-
ation. A key feature of Cleveland's success was nof that
business simply deminated economic development in its
own interest, brut that mechanisms were put in p|m:ﬁ: o
chunge the whole civic culture and spread the benelits
of recovery 1o the whele communiky,

nonne activity — and as anchors Tor broader regrionual
ceononies, Analysts thus reler o the rise of the entrepre

neuril ey region or the emergence ol the cilistate (See,

e exenpe, box on Singepore, peige 8).

The journalist Neal Perree has wadely popularised the
latter term: the central theme ol his recent mffuential book
15 that across America and the globe, citseates are ¢merg-
g as aerteal focus of ceconomie acuvity, of governanee,
and of socal organesation Tor the T990s snd (he century
beyond™

As primary praduction sites, cities swiltly reveal the
effects of changes takimg place wothe wider ceconomee envi-
ronment, This has led many cities to attempt 1o adapt thew
patterns of ceonenme specialisation, Cities have begun w gear
therr chorces more 1o the needs of global markets, and (o try
Lo specialise in goods and services which enable them to gan
advantage over other competmg eities in the global econo-
my. This lends great importance (o decrsions aboot which
clusters of mdustry or other ecconomic activiiies 10 concen-
rile: on and supmort,

Lookimg ctosely an the redelined economie role ol gities
it the new global cconomy, it can be wrgued that:
® Cines should no longer he scen qust as places where

people live and povernmaents provide services, ot as

dynamie arenas for cconomie, social and cultural devel-
opnienl;

® wilh greater mobility for people and ccononue acivilies
both within and between countries, ciues are becoming
more compehtive with one another:

® Lherole olany eity 15 therefore beimng defined 1o terms ol
the role of other similar eities within the “horderless’
alubal cconomy, rather thin i solidon as a local coon-
omy withm a closed natonal economy:

® cibes acl as barometers for pressures m the wider glob-
al cconomy. As a ey becomes miggrated mto the glob-
al econonty, 1t 1s disciplined by the growing strength of
external markets and by the activities of other compet-

g cthies: and
® cities o the global cconomy must link Tows of products,

people, mivrmgton and linance between often distant

sourees and destimations. Munaging these Mows as wel]
as retaning, fixed sources of producuon has hecome the
essenee of the ety 's ceonanie funchion,

The new roles assumed by cities have enormous mpli-
cabions for them: how they concerve themselves, and how
ther fitares are managed:
® ity leaders and manapers now need o confront such

wssues wss “why shoulbd people and businesses sty m our

ety ?' and "how do we atteact new mvestinent and peo-
ple Lo our city

&  Officials need to act entreprencurially in promoung the
ceononmie growth of therr eny. The change m approach
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ol the shedficld Tocal authoriy s illustrative (see o,
pegze 200 Bareelom s bad Tor the 1992 Olympie Giunes,
and other itiatives by local olficials 1o stimulide eco-
nonne erowll, alse provide an example of such anentre
prencuritl approuct (see by, page Y),

® Officals need 1o choose the right bundle of spectilisa-
tons, mowloeh they have an ebyvious competiive edge,
I developig these specialisatiens or clusters, they need
(o be sensitive to the dangers of becoming (oo reliant
on spegific markets and henee becommg vulnerabie o
stdden changes i demand,

® In this environment, suceesslul crtes must be increas-
mngly flexible and mnovative. They must be able w adjust
to chanpes mthe global ceonormy, The "Tlese-cty " regquires
mitiatve and direction from an allianee of forees - offi-
crtl and unofficral. public and private. professtonal and
voluntary. This regiiees a radically new style ol achon
from government and ] sther role playees. For exam-
ple. the provate seetor bas played a sigmificant role m the
revitalisaton of Clevelind and Baltimorg {see frves o
perges 10 and 24 respeetively).

CITIES IN THE
DEVELOPING WORLD

An impartant policy shift

These changes in the role of cities have particular resomaince
lor those o the developime world, For much of this century,
iwas commonly believed that aities and (he congentraiion
of puverty they contaned would undernune property, soci-
ety and crvilisation T the 1950s the avalanche of people
seemingly unleashed on crties i developmg countries led (o
concerns that governments meght be swept away by uncon-
trolluble urbamsation,
By the 19605 a hostile approach to uebamsanion wus prr
ol the conventional wisdom of governments and iniernauonal
agencics. Too nany people were considered to be located
m the “wrong pluce  and cities were surd 1o be marked by
overpopulation or “populauon saturation. Virwally every
country responded to the “urban explosion by trying o Tinil
the growth of thenr largest eities. These elforts ranped [rom
restrieing m-nngration, t dispersing the would-be migrants
and sumulatimg regronal and raral development i the hope
of cqualismg the level of Tiving i the countrysude and the
ey, Aad ggencies focused on rural development and agr-
cultural production, which they hoped wounld stem (he Gde
ol mugration lowards (e urban arcas. Al the same time, many
governments attempted o redistribute urban populations by
shifting employment 1o smaller centres, and by vonmyg ciy
arcas for lower densitics, In China during the 19605 and 1970

Cities and the global economy

urbin dwelfers were removed en masse, and migrahion wis
pghithy controlled, Stmifar measures were employed m Tan-
zama and Indonesi i the Bhilippmes, insnugrants 1o M-
la were charged w fee for entry into public schools. Tnoreadi-
ty. however, muny ol the seetoral projects promoted by pov-
eraments — industrialisation, tansportaion, energy — nonethe
less implictly tavoured urban development. As one analyst
noled;

“These elforts have had Timged saceess, Some such as
rural development have proven counterproductive, actually
Bastenmg out-nngrabion from the countryside. The funda-
mental reason Tor the failure of these policies s notonly the

Cities in India: changing
approaches

In the post-war era, Ingia launched o suite of policies
ewmed of conh‘o”ing the spoficl distmbution of develop
imeant;

# 19505 the development of master plans for all cities
larger than 100 000 peaple;

& 19604 curbs on the growth of the largest cities;

o | 970: industial location pelicies und the creclion of
new towns, as well as aftempts ta devc|op beickwaire
ares through reguonal polices. In 1975 the develop-
ment of large- scale mdustry and the eapansion of
exishing industry in metropoliton arens were banned,
Fram 1977 any new oflice development sulfered the
same fote. Another ox|)|ic_it|y (mfi“big-qity initicitive
was a 1979 programme entitled ‘Integroted develop:
ment of small and mediom tawns’

While some of these programmes as well as sub-
stantial World Bank funding for infrastructural develop
ment led to an improvement of the p|‘1ysim| infrastrue-
ture in many cifies, ihey had no demeonstrable effect an
the distribution of the country’s population. This did not
prevent the Indian authorities from conbmuing o pursve
spatiol controls. instead of improving the efficiency of
cities and national econamic develepment, policy was
aimed simply at preventing the growth and/or reducing
the size of major cities such as Bombay/Mumbai.

However, in the 1980s these attempts at spatial
contral ended when the netiongl govarnment lmgun ]
recognise thot instead of conrolling the size of citias,
they should allow them to grow and fulfill their econom-
ic polen’ricﬂ. Instead of fiHing into national master p|cms,,
uities needed 1o start confronting how they could func-
lion cHectively in order to compete with cities outside
India. This new appreach is encapsulated in the 1993
programme entitied ‘Central scheme for megacities’. ¥



lack of resources, enforeement imechumsims or politesl will,
but also the fact that enyward migration henels the mdi-
viduals, Tamilies, conmmunities of orgm, ciues and the naton
as i whole, Gomg agamst urbynsabion s gomg agamst the
tide of national development and all of the socio-cconomic
anel poliveal Torees that spur that development,”®

By the 19805, percephons were changing, Cities were

viewed fess as problem arcas, and more as mstruments of

ceononig growlh, Atthe end ol the decade and into the carly
19908, a critieal shift m policy towaed urbamsation and the
ceonomie role of cines was spearheaded by the World Bank
and the Umited Navons Development Programmu,

The World Bank currently estimaies that 60 per eent of

The World Bank shifts its view
on cities

The World Bank has recently begun to see cilies as the

meuns of economic development for countries as o

whole, emphasising the link between urban productivity

and mocro-aconemic performance. The bank recom-

mends:

® moving beyond isolated projects which focus on
housing and residential infrastructure towards inte-
grated city-wide elforts which promate urban pra
duetivity and reduce constraints on efficiency;

& increasing the demand for labour, with o focus on
generating jobs for the urban poar;

® improving access fo basie infrastructure and social
SErvices, emphcsising the needs of women and the
poor

® addressing urban enviranmental problems; and

® increasing the undersianding of urban issues through
international research.

For cities 1o be engines of grawth, obslacles to

growth reed to be tackled, among them:

# infrastructural deficiencies;

® inoppropricgte wrban reguletary policies;

# weak municipal institutions {financial and technical);

# unclear divisions of responsibilities between local,

regional and national governments;

urban poverty; and
enviranmental degradation.

To summarise, the bank’s emphasis has changed to
eity-wide policy reforms; a focus on institutional devel-
opment; good management of existing infrostructure;
ond @ number of high-priority infrastructural invest-
ments, Development assistance and urbon development
now naed to be understood in the broader context of
@COanic developmer‘lf ﬂnd mC)CI’O"ECDaniC I)QI-I:DI—'

mange, !

ceononne outpul wind #0 per cent of tereases i oulput ior
developmyg countres are generated unurban arcas, ‘The pro-
ductivity of crtoies 1s therefore deemed crucral to nathonal
development, 'The bank ¢ new policy asenrda for ciues m
the developimg world now revolves around o tnad of
cphases:

® cuhanemg urban productivily:

® rcducing urban poverty s and

® mproving the urban environment,

As Michael Cobien af the World Bank arguoes, “urban [oot-
mnps - what are now the necessarily city-hased stroctural sl
sectoral Toundations of cconomic growth, given the prima-
ry coniribution of urban arcis Lo natonal Gies - st wreenl-
Iy be put into place 1o cach and every developing socigty n
order 'lo withstand the short-term effects of the changing
tdes of global ceononne forces, and W assare e stability
needed for prowth in the longer term

In thas perspective, cilies are seen as critcal mstruments
foracountey s ceononng grawtly, as well as tor averall socyal
advancement and development.

This new ceononne agenda also emerged at the second
Haln-
tit 11 = held i Istanbul i June 1996, Indeed, the shilis 1o

Linuted Natiwons Conference on Thoman Sctilements

approach o urban policy cimerges clearly when one compiares
the sties addressed af Tlabitan I with those rsed at Halne
tat Lin 1976, Habitat 1 focused nirowly on the state s respon-
sibility to ensure (he provision ol shelter o the form of Tow-
cost housing. As the conference report staded: *It s the respon-
sibility of governments W prepare spatial stralegy plans and
adopt human settlenment policies w guide socio-ceononie
development efforts. ™ Although Habatat 11 still emyphasesed
poverly reducthion and the right Lo shelter for all, 1t also
atempted to convinge the world™s polineal Teaders of the
tmportance of urban ssues i achieving global and natonal
ceonemie and development obyectives, Habitat 1 thuas also
constdered the ceonomite performance of cines: the muotual
interdependence of urban economic performance and envi-
ronmental quality the necessity of jobs as a means of tack
ling urhan poverty* the mmportance of political decentralisg-
ten: and local partcipation m urban imtiatives. M

DifTerent paradigms are hus startmg to enwerge, The 1976
perspective of Habitat 1 ean be deseribed as one that placed
farth i arational, comprehensive, government-centred sirat-
cay. As Saviteh has pomted out, m 1976 govermment and cen-
tealised plannmg were regarded as major mstruments for
bringing aboul social and ccononue opportunity, At the ume
the primary responsibility for problem-solving was placed
on povernment apencies, because of their pereeaved ability
Lo plan, cayjole and command. The substunee of problem-solv-
ing centred on the redistribution of wealth and resowrees, I
people were poor, the solution lay i transferrng assets (rom
one group o another, 15 environmental degradation threat-

CDE RESEARCH 3



ened the planet, the dea was 1o arrest the threat by govern-
ment |'c;__r1||ul|nn.

Much has changed since 19760 A new paradigm s starl-
mg o domimate mternatonal development thenking ancd best

Atlanta: an unusual
public/private partnership

Atlanta, Olympic City of 1994 and the communications

capital of the south easters United States, has o buoyant

image. Ithas beon o growth area for the past 20 years

The Central Atlanta Pragress {¢aF), consistng of char:

PETSANs and CEOs of companies and msttutions, hos

ployed o key role in city planning since 1941, ¢ ar has

close links with the mayer'’s oftice, and city officials have

used ils organisationsl powers 1o influence government.

ook has boen invelved in !,ignific'cmr projects du;mg tha

192805 and 1990s, including:

® the renewal af the lower downtown area as a centre
for locol and federal government offices;

® the development in 1989 of the festival shopping
complex Underground Atlanta, and

# the construction in 1993 of the Georgio Dome siadi
um which hosted the 1924 Superbow! and was
financed in port by o tax on hotel residents.

Other significant initicdives, all of which mvelved part-

nerships berween private and public sectars, include:

o The atlania Project (187}, which formed around the
Olympic bid;

¢ The Aflania Downtown Partnership;

® lhe Georgio Research Alliance, which supports
Atlonta’s rele in high-icchnokpgy BCONGMIE SeCtors,
and

o Allanta’s bid te become a national lelecommunica-
tians centre fhrough the farmation of the ch}rgiﬂ
Centre for Advanced Telecommunicaticns Technology.

Aflanta hos o well-earned reputation among Ameri-
can cities for boasterism. The message Forward Atlanta
puts oot illustrates why:

“‘What makes this city speciol? Maybe its the inher-
ent geogmphiccﬂ cxdvcmmgc-s that make Atlanta so
attractive. It could be the superior infernotional airport,
ar the robust internaional community thet 1 growing
and thriving here. Possibly it is the incredible spirit of
co-operation and progressive leadership |/

Althaugh Atlanta is not free of the blight of poverty
or poor education ond training, the message it conveys
to the world is that public—private partnerships hove
worked there, and the city has something really special
to offer 4

Cities and the global economy

practice. As Saviteh states: “This new paradigm s centred on
merenentalisim, entreprencurshp and markets as the best
wity Lo promole soctl progress. The approach s iductive,
and views problems prece by prece.™™ Prosperity 1s 1o be pro-
petled by the actions ol discrele participants. Solutions can-
not be commanded, but should be produced by voluntarism
and frew wrade. While governments can be enlisted in this ven-
ture. they are hest swted W acting as focilicenors and enablers.,
Solutions can best be discovered through individual or groug
muateve, fourrshimg withom an environment of deregulation,
]H'l\v’iﬂl.\;lllil)ll. lllld il llllll'kl,.‘l (,.'l,fl)[“)llly,

Some of the events and processes acound [abiat [ rellect
s new paradign The parteipation of o browd ruge of non-
governmental and husmess orgamsations as weth as local goy-
ernmient participnts showed a new cmphuasis on the impor-
tnee ol local mitative. the Tinnts of the public sector, the
vitlug of public povade parmerships, and the role that nimy
ditterent azencies can play m fostermg socio-ceonomie devel-
opnent,

The coupling ol the meremental, enfreprencurial,
matrket-centred paradigin to globalism fits the character and
basts ol cities: Alter all, Savitch writes, cilies are corpo-
rations, From the e ol the ancient marketplace (o the Tal-
tan andd anseatie trading ports up through modern office
complexes, ciies have specralised mpromoting enterprise,
Iy thew nature, cities are small, flexible collections ol ¢eo-
nomie activities and are quite capable of Mourishimg i this

new cnvironment,™”
Entrepreneunial cities

As discussed carlior, cities are the wost dynanme compongits
al the teernomal cconomy. They reveal most swittly the fune
nonal effects of changes tuking place m the broader economie
context, The wider the ceomemy  the larger the market - the
more claborate the patterns ol specialisation which external
markets impose upon the city, And as an ceonomy opens up,
saare s aies disciplined — often panfully so - by the grow-
tng strength of external demand, which absorbs only some
of the output of the ety and supplics moere competitve impot-
ed alternatives for other parts of the output,

A city that operates ma global economy links the flows
ol goods, people. mformation and finance between distant
sources and destmations, most of then outside the control of
the nauonal government concerned or even that of the city
el Thus the ety as a qunction mmovernent combmes with
the ciy’s continual adjustments to external demaud. Urban
CCONOITIE actvily seeins o he permanently mvolved i *soue
tural adjustment” reaching (o many more unknowns than
existed hefore n partally or fully closed cecononies. The new
Tlexi-city” requires a fundamental shult in public conceptions
and action, from prenviding tor people (o faeilitating whal
people do. This new approach requures imwative and diree



ton from an alliance of torees in the ey, aofhicad and unol-
lctal, public and private. professional and voluntary. These

Monterrey, Mexico:
an entrepreneurial city

Monterrey has always been Mexico s strongest regranal
sentre of heavy indusiry, New eeonomic policies and the
Morth American Free Trade Aggreement (Hak1a) hetve:
turned it ko the Financial centre of Mexico, and the
e bk of narthe-soulls trade on the subeontinent.
Monterrey 15 home ko seven of the top 10 inclustrial gen
g|0meraies i Mexico. More than half the country s
maor banks and Fnonaal groups are olse headguar
tered there.

It 15 Monterrey s entreprensunal spiei which mekes
it stenre] oot From the rest of Maxico. Some of the com-
patitive cxc.lvcmtcxges which Monterrey (s t':xph;nfing:;
melude:
® < spirit of anterprse;
¢ an educated and skilled worktorca, nduding produc:
lior workers with expenence in complex manufoctur
ing cperahions;

a well-developed supply oind service network;
a good commeraal nfrastructure:

o high concentration of capital;

o location neor the United States border, which strad

dles the man raads and vail ines that connect the

eastern United States with Mexico City and central

Mexico; and

® export arentation, with sgnificant feraign invest-
ment.

Manterrey entrepreneurs have developed 15 indus
trecl perks fo cater for electromcs production in the city.
Growth in this sector since the corly 19805 has occurred
u|ongs|de mare traditional industries: sieel, 9[055, con-
crefe and beer

In 1994 the Urbon Land Institlute convened o pancl
of experts to dewse o 50-yeor plan for Monterrey. The
thrust of this plc.',m 15 ko eo-ordinate r‘CI[}Id urbansation in
a way thot will mmmise the decling in the guality of life
ol its aitizens, ond maximise its economic development.
Three strategies withm this plon are:
® the establishmeni of « regional planning comnuissian,

with substantial representation from the provate
sector
e the Founding ot o pul‘)lic---prwme consortium to
manage the mitial implementation of the plan; ond
o the acceptance of plans by siate and municpal

governments as the gmde for deve|opmem action. 4

embody o new style of aetion compared with the old omnipo-
Llent state Y

Asseen previowsly, the global forees operatimg on ¢ilies
[orced Tocal autherities 1o pay increasing attention to the logal
ceenomy. Inthe 1970s and 19805, city anthorites through-
out BEurope and the Uniied States endegvaured (o respond
toanew cconomie enviromuent. and to reshape themselves
as entreprencuril cines’

Miny ol the same forees were aetimg upon eiligs m devel-
wptng countries, and produced some ol the same effects. But
hecause developing countries were generally slower 1o
embruce growth led by numuotactured exports, such effects
were less deamatie. Hlowever as the 200h century driws oo
close, almost ail governments in developimg countries are
moving towards liberalissaton m her external ceonome rela-
uonships. The paradlels between cities m developed and devel-
opmg countries will thus grow, Since cach eity s output 1%

togue, and extermal fiberalisation actually enhances tns,

The private sector’s role:
Mumbai/Bombay, India

Same chambers of commerce in cities in developing
countries have faken the lead in assessing the wmplico:
tions of the opening of national econamies for their own
cities.

In o cantext where liberalisabon and decentralisa:
tian hewve |mpomd nevw I'G.‘Sp(’}l\},ibi]ifif;!s for local eco-
NMIC cleve|opmeni on cify autharities, the
Mumber /Barmbay Chamber of Commercs established o
forum for continuing discussion of the city s futuro, A
series of seminars were held in Febroary 1994 onder
the: title ‘Bomboy the emerging global linonaial centre
The chamber of commerce then set up I?Imr'.l.:my Firsd, o
coalition of aity role players, to:

a monitor the city economy under reform concliions;
esnl

® encourage more accountable urban governance and
tmore glfective urban mstilutional arrangarments,

A Bombay City Policy Research Foundation has
been proposed. This will bring together urban specialists
to help creote new policies.

Bombay First alse took part in o symposivm held in
Mumbar/Bembay i lnte 1995 which brought together
people from around the world to present pagers on how
their cities coped with structural adjustment. Includled
here were Mexico City, Santioge, Manterrey, Acera,
Kingston, Jahannashurg, Birminghom, Glasgow and

London.™
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cities will veact Tromm o difTerent base to common miluences.

Insofar as these processes undermine formerly negative
attitudes Lo urbaimsation and the growth of big cites, the
old agendu of ant-urbamsm and physical plinning to con-
trol the size, distribution and density of populations within
closed or senu-glosed nptonal ceononnes becomes redun.
dant. To use Mexico as an example. “"The key question for
the survival of Mexieo City, within o North Amwenican Free

Trudye regron, becomes s competitive strength vis avis Los

North Carolina: the research
triangle

I the 19505 Marth Carelina’s indusinal bose rebied on

1c>b<|(:<;c>, textiles cnc Furnih)rc, all of which haed bloak

mirke prospects. But the stare did have o shrong and
creatve group of leaders i both the public and private
sectors, who realised that medern industry relied heavily
on the linkages made 1o research copacity. They sent
missions ka other cifies to see how such linkages were

developed and eperated, and decidad to develop o

large tnangular research park, bounded by three majer

urversities. The committee driving this venture raised
pblic and private funds and launched o strategy which
anclucled:

] ser‘i:\ling ‘eicuclonme t:.c;:|es;_w;rrsor|s' fresm the yriversities
to relevant incustries to induce them to set Up new
plums i Hhe Trimr‘lgle;

® oncouraging companies nacding rescarch in chem:
1stry, electronics and phc.lrmr.:cr:u!icnh (thc.* srrﬂngths
of the universiies) 1o locate there:

& selling up thige organisolions: o feundetion (cwnedl
by the universities with PI'D{'”S reverting to them), o
park (o profit-making subsidiory thet would sell land
1o private companies), and o non-profit resgarch
institute.

Initially the strategy managed to altract o fexile
filbre company (Chemstrand), @ compuyter compenent
manufacturer (Technitral], 1M, ond several government
research fabs, By the 19805 o tatal of 32 foe
becn established, supporting 20 Q00 employees with

ities hed

onnual solaries totalling almast holf o billion dollars.
Althcugh the econemy of North Caraling as a whele
has not been ’rmnsformed, the state has o poweri"ul base
from which to promote continued ecanamic growth. Key
to the success of the Neorth Carglina Research Triangle
inttiative has been the sustained sense of ownership by
several leadership groups within the community, includ-
ing business leadors, government officials and universiby

acodemics and administrators.™

Cities and the global economy

Anuveles, Chicago, Toronto and New Yok, rather than how
many peopleat contams relative 1o the rest of Mexico s urban

and nahong! populanon, ™

A new global hierarchy

Clites wround the globe are comnected wath each other (o g
sreater extent than ever before, throuph vicious economic
linkuges, These linkages imclude transnational networks ol
atffihates und subsicdhuries of multnatenal corporations m
manufacturmye and specialised services, and rapidly expand-
g international lnancial markes and transactions, With the
mtensificd globalisation and re-centralisation of some strate

gie funchions in mijor cites, a new global urban hierarchy s
formimg, Attwe op ol ths luerarchy are such contemporary
world ciies as New York, Tokyo, London, Parns, Los Ange

les and Hong Kong, These croes now funcuon as focal pomts
of the glohal ceconomy,

The geography and compositon ol the global cconomy
has changed 5o as 1o produce, as Columbia Universny™s Sask
e Sassen pets it a complex duality aspatially dispersed yel
clobully mtewrated organsabion of ccononue activity” * This
combination of dispersal and integration has created o new
strategie role for mgor emies, Beyond their long istory as
centres of iternational trade and bankmpg, these ciies now
funcuon i four new ways: first, as lughly concentrated com-
nrnd pomts i the orgamsaiion ol the world ceonomy seg
ond, as key locanons for finance and specialised service ficms
which have often replaced manulacturg as the leading ceo-
nomig seetors: third, s sues ol production, ingluding the pro-
duction of innovation in these leading mdustries: and foarth,
as markets Tor the products and mnevations produced ™

One result of tus global arban hiereehy s chevated
competition i wihich the largest ciies compete directly with
cach other (o attract ngh-level funchions, while other aities
Cull on dilferent powts along o steep hietarchy. However, 1t
15 tmportant o recognise that this elobal hierarchy 15 not all-
chneompussmg: subeontimental or regronal nodes are still
important prvots. Trends similae o those evident 1 global
cities are also emergmg m other major aities, though it 4
staller geographical seale, at lower levels of complexaty, and
hased on regional rather than plobal processes. For instance,
Singapore now serves as the financial and busimess cenue of
the Bast Asin regron, as does Sae Paulo for Latm Amernea
(vee Doy, page 8).

Shanghai's aggressive competition for the mantle of
Chima s and the East Asian region s prenier metropaolis s
notable example, Sanliago s experience m economic recoyv-
ery 15 also encouraging for cines i developmg countries,
turthermore 1l Barcelona can pull out of its downward spi-
ral of industrial restructurmg and repam prosperity, other old
madustral cities neay very well be able o follow st (see b,
page V). In fact, some have already shown signs ol vitality,



wnong them Pitsburgh, Rochester, and Dortmuond (see Doy
anr Plitshureh, page 22)0 Clearly, cities in the developing
world must wlenufy thew regional compentive advantages

(and potentiad), and build therr Tuture strasteges aronnd these.

INTERNATIONAL EXPERIENCE:
key analytical and
policy themes

In the future, suceess will come 1o those companies, large
and small, that can meet global standards and tap into
global netwarks. And it will come o these cities, states
and regions that do the best |ob of |ink|ng the businesses

that operate within them ta the global sconomy.™

has B we have trcd (o summuarise the mieabional lit-

erature and experience m three laree areas: cities and
ceonomie developmients globalisation and cities; and cities
mn the developmg world, Wee have tred o tllusteale @ num-
ber of the trends and deas via compact case studies of dif-
Ferent cities and countries, and ther response to the imereas-
mgly global world in which they are trymg o sorvive gnd
prosper. Belore moving on to explore and highlight the impli-
cations of these global trends for South Afnican cities, we
now 1solite the most aaportant analyteal and policy themes
cmerping from this review thus lar.

An increasingly vrbon world

The 1980% and 19905 saw a remarkable increase in the num-
B of countres showmg drinnatic urban growth, the sprawl

ol erties into wader geographweal areas, and the mushroom-

Common city strategies

8 Promoting new high-technology
|'r1cmufc1cruring, including:
- husiness parks, technalogy parks
or science parks (Sheffield), some-
tirnes linked to mulbmodal transport
junetians {Bareelona);
- crecjhng centres for now technolg-
gies (Piﬂsburgh, Atlonta) and the
retraining of staft of small business-
s (Boreelona);
- |1o1ding nationol ond internation-
ol trace Fairs (Birminghom, Lyons),
& Office centre development and the
refurbishment of old central business
districts [Glasgow, Barcelana); the
redevelopn"lenl of old port or derelict
industriol areas os business centres
(Roterdam, Baltimore, London Dock-
leinels).
» Afracting head offices {London,
Mew York, Tokye), branch plonts
(-Sporfonburg and Greenville, South
Caroling), regional offices, or even
back DF'HC[':!S, which will @mploy |c1rge
numbers of dota processors
(Bridgetown and Manila),
e Alracting financial or governmen-
tal institutions; bidding for government
contracts such as defence institutions
or even prisons as o means of attract:

ing spending imhated by higher levels

of gavernment.

# Establishing health fugilities as an
export industry, with hospitals and
clinies supported by medicol research
and training (Lyons, Barcelona,
Boston).

» Emphasising education and
reseorch Und CJEVC'DPI’“EH", Whlch (']ISQ
stimulate the development of cultural
fucilities and sourism. In Lyens the old
university quorter is being redeveloped
as o key focus for tourism. Specialised
research institules and universities
hove also been encourc:lged (Berlin).

» Building sports focilities, often
employed by cities making Olympic
bids, which also creates tourism
potential (Borcelona, Los Angeles,
Manchestar, Seoul).

e Building cultural facilities such as
opera houses, theatres, concer! halls,
symphany archestras, ballet compa-
nies, television and film studias, radio
stotions,

& Organising prominent events, such
us Warld Cup tournaments, exposi-
lions, gcn'den festivals {C5|cjsgc)w, Liver-
peol), dance festivals {Lyons), music
and drama festivals (Edinburgh), book
fairs {Frankfurt) or political summits
(United Mations, Mew York, and

Eurepean Union in Maastricht). The
Millennium celebrations about to be
launched in Rome provide a current
exomple of this sirategy.
# Steps to stimulate tourism, includ-
ing:

- renevating districts

refurbishing historicol hui|ding__)5,r

squares, etc;

- reconstructing old industrial sites,

docks, mines, or textile mills as

fourist atractions;

s,’rimulmir'lg restoiyrants, hc;le|s,

clubs, museums and cratt morkess;
» Developing street lite, including
street musicians and performers, street
raders, and smaoll markets.
® developing fransport junctions,
including international airparts, fast
rail and road routes connecting
regianal networks; seaports with con-
tainer facilitics, linked to rapid lond
routes, inner city highways and ring
roads, and light and underground rail-
ways; fast multimodal junctions,
where, o5 with Barcelona, the seoport
is linked to the airport and the rc1i|wcxy
staticn, and read routes and business
parks are sieategicolly located in
relatian o this system @
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mg of megaciues, o 1975 only 28 per cent of the world's
population was urhanised: by the year 2005 most of the
world’s poputation will live i urban arcas. ™ 'The sheer pace
and scale of s ehange s rellected i the Umited Nanons
prediction that world population will grow from 5.6 billion
m 1995 1w 8.5 hillion m 2025 ths growth will m large meq-
sure be sustaned e eites, Y Over the past Tour years alone,
the world™s annual urban growth rie has inereased from 50
millian to B0 milion a year, This cquades to adding o Rabal.
Piltshburgh, Ihadan or Hano to the werld popotation each
weelk. # Thied world metropuolises have absorbed four out of
tive of the 1.2 billion aity dwellers added to the world™s pap-
wlhlwon simge 1970

[t 15 tereasinply recoensed that the fate of nations and
therr ertes have become closely imtertwined, In Faeto m the
words of T Wally N'Dow, scerctiary-general of Habrtat 11
the fate of humanity has become directly tied to what 1s hap-
penmg w our gues The ceonomie performancee ol mi-
vidual and groups of cities will determme many of the key
palterns of globalisation, and ultmately the level of economie
development and wellare likely to be aclieved monations
Both the mdustrialised and developmg warld 0 The quality
ol Tife in this new global cconomy s thus, says N Dhow, sin-
oularty dependent on the Fact that cities work. that thew mse-
tutions work, that there communications work, Uit theer Liws
work " Today no country can be successlul o its cibies are
Luilures; natwongl urban policy needs o lagilitate the elficient
Munctioning ol ciies. As one commentator pul i, urban set-

tlements “will be the real challenge of the 21st century™ ©
Impact of the global economy on cities

The growmg imtensity of the global cconomy has importut
pplications for ciles, As more and more countries adopt lib-
eralised trade and economie policies, cities will assume
increasing impaortance as the primary arenas of global ceo-
nomie and natienal compettion, Cines will sepresent coun-
ries o the plobal marketplace.

11" the benelits of suceessful mternational mtegrabion are
bugl, the costs of excheswn and inercased margiality will be
devastaung. There will be winners and losers among the
world's citics und twwns, In tus mercasmgly dymane and

Tust-moving globally connected weorld, there can be no stand-

mg still. Clues that do not find their new local, regional or

global mehe will decling, Relirtions between citigs, reglons
and towns will take the form of what has been called com-
pettive interdependence where ideas are shared, links made
and netwaorks formed o very compenlive environment,

Cities and nations - new roles,
new debates

The increasmgly untform macro-ccononiie policies across

the nations of the globe will lead to mercasing competition

Cities and the global economy

between cities. Citles will become the arenas of compettion
1 the new global marketplace. Some commentators have
cong so Far as o suggest o decling o the importance of
nabions, wd o rsing pre-eminence of cies. As Werpinp Wu
has stated: “Global and Tecal may nol be contrudictory phe

nomenit, but rather Tinked respenses o dentical processes.
The globalisation of the Tate 2(th century may well prove o
present a fatal challenge o e natien staie, 'The local com-
muntly especally at the level of the metropolitan cegion may
prove W be a beneficiary of that contest.™ On the other hand,
there are Targe groups Jelt out of the benefits of the globual
ceonomy i each country, and the political consequences of
this exclusion could have important national mmplications.

Birmingham: battling with a
poor image

Birminghom in the heart of the British West Midlands, is

the central aty in a diversified monufacturing region. In

he 19705 ds vehicle rnonl_pfcmh;ring anl engineering-
based ecanomy was hit by recession, and by 1981 the
ity had lost half of its manufacturing jobs. Although it
still altraeted overseas manufacturing invesiment during
the 1980s, it entered a phase of corporate restructuring
in the eorly 1990s. Birmingham's fundamental problem
is that its LeonGmy is concentrated on sachkors, such as
veshicle monufachring and heavy enginearing, which
will probubly contract further

it FRspanse 1o this, the city's Economic Deva‘:bpmcnt
Unit, in consultation with locak business, began to devel-
op an averall economic development strategy for Birm-
ingharm, This included:

e consolidating the city as o service centre for business
(lncuaing on services such ay accounting, c.onsuhing,
advertising and legal services);

# develop cultural Facilities; and

o focusing on tourism,

The challenge was to market these services beyond
the region, especially considering that the services sec-
tor would be in o procarious position iF it relicd on ser-
vicing the declining industrial sector in the West Mid-
lands alone. Birmingham’s imoge os o grimy industricl
city is its main stumbling black to afiracting highly quali-
fied, potenﬁcﬂ high income eurrers from within Britain
or continental Europe. Although the city supports cultur-
al dnvebpmcn! fincmciq"y and has ¢ strategy to become
the major European centre for services, it remains one
where people would nol want 1o live by chaice, But the
dogged determination of local acters in premeting their
city and engoging in local economic development may

well change this image ™



These, oo, would play out m the eiies,

There 1 now a new arban discourse thit
renders carlicr and heated debates practical-
Iy werelevint, The old question ol the size of
cities, based on the erroneous nohon that therg
wils soine optimal size fora pood cny™ has
heen repliced by questions relatmg o the efTi-
creney ol the city and s desirability as o place
to live and work,

Ancgually heated question marking e
lier urban debates concerned the celattonship
between the largest aity or cities and other
urban arcas moapacticular country, Although
these connections and interactions are of some
mmportance. Bus mtra-navonal debate now
tukes place within somuch bigger context, A
country’s cities necd o e viewed within therr
Larger regronal und global role and competitiveness. “Today
Detront™s real competiton s not s suburhs, Michael Sted-
man dand Margery Turner wrne, “but the metropolitan tepions
of Buden-Wurtembuorg m Germany and Kyushuo in Japan,
Although cities and ther sttburbs may regard cach other as
rivils 1na zero-sum strugple o capuare ceonomic growth,
they wre also partners o mterregronal competition w sell
poads and services m national and global markets.

As eities break {ree of the national yoke, they are becoim-
g - or ean hecome players i the global cconomy, They
are not totally mdependent ol ther countries, but compele

London First Centre: the
one-stop shop

In Londen, London First - o private sector consortium of
rare than 200 companies ~ central government and
focal authorities are spearbeading the development of
an inword nvestment agency calted the London Firss
Centre. It is essenficlly o sales and marketing vehicle for
Lendon,
It has three kcy roles:
# to promote London;
& 1o provide advice end guidance lo companies and
argonisations considering locating in the ciry; and
® fo assist investors with all aspects of setting up busi-
ness in London
The London First Centre does not lure companies
with financial incentives. Rather, it concentrales on
understanding their particular needs and advising them
on their most effective commercial base. It also advises
cempanies working in Greater Lonclon on expansions,
joint ventures, and moves within the copital

separately from them. This has enormons
implications for nuuonal urban policies and
apprasches. "Inoa global marketplace,
Ruble. Tulehin and Garland wrile, ciies
have beeone mdependent actors that must
compete with one another for mvestingni
and capital m order to create employment
epportunities for their eitizens, The sue
cess of a ety soa funciion ol us ability to
mteprate itsell e the global society as
el as 1o aoncasure of its ability to
develop links to the nation or s wmedi
we hinterland,™

Although country after country s
embarking on economie libernhisation, and
secks to cmbrace globalisdation, most sub-
national and urban govermments have not
heen i the mainstream of these changes. At the subnmutional
level, the gaps in knowledge about econonue chanpes and
therr mplhications are numerons,

Mucro-econemic policy debates, including those on trde
and mdustralisation i many countries, frequently wnore the
location of production dself, e almost every country, the
mmpact of newly liberalised trade, monetary and other poli-
cies will be Telt mthe aioes, And 1t s m the cities that the
destred cconomie growth will mamly take place, The link
age between macro-ceonomice relorm and the management
of the craes cannot be cuphasised enough. Too olen, 1t

not even cansidered by national ceonomue palicy-makers,

No models for success, but a new
paradigm at work

There s no medel Tor suceesstul urban development, and no
single set of pohicy reconmendations, Cities will have to
inovate and draw upon therr history, current crecumstanges
and resources o respond o new challenzes, Nonetheless, the
goneept of thest pragiice s uselul one from wiich every
city can learn. *Best practice: will be found m every aspect
of urban development, cacompassimg 1ssues ol ecconomice
I;IL'VL‘I()['}IHUIH H”(‘I L‘nlI‘Ci'll'CI'ILleI'IHIlL g()VLTI'IHlI]L‘C. HI[‘]'EL‘-‘.“'LIC
ture, and socio-cconemice development questtons.

Agan., there 15 no “best pracuce for all aites, The over-
arching emphasts giding all anempts o become compelitive
1 the global cconomy has tw be to stmulate cconomic growth.
Alter all, without ceononne growth there can be no social
development.

When cconomie growth was threatened and jobs and
meome were lost, crties realised they had o devise a strate
sy and adopt policies which would reinvigorale growth. For
this W oceur, 1L becume necessary 1o encourage local inira-
trve and Lo create o policy environment m which all stake
hotders could contribute to the benefit of thew city.
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Thus, those eities thal are operaling suecessiutly in the
compelitive world systent are operating within o new para-
digm bused on what was carlier termed incrementalisim, eotre
prencurisnyand markets. Says Savich; As globatisation melts
nabional borders and mensifies competilion, cities assumg
new roles. They become progressively delocalised, and ke
up i place at the leading edge of the new socl paradigin thad
preaches global aetion, market awareness and entreprengur
shup.’

Cities where the global meets
the local

There s a growing body of evidence and opmien that glob-
alisi amd a concern for speaific localites such as eiies or
regons are not the polir opposites onee assumed, hut rather
two sides of the same comn. Cities will need to address the
challenges they Taee as o result ol globalisation and the cam-
petiien that goes with oo the context of therr particalar his-
lory. crcamstances, urban dilenumas and policy chowes, Kan-
ter wrtes: “The greatest danger to the viability of commu-
nites 15 not globalisution but a retreat mto wsolationism and
pratectiomsm ... Iromealty, the best way Tor communiies (o
preserve there local control 15 to become more competitive
globally.™ 0

Business and cities

Inaeecent essay wd book. Harvard Busimess School anmalyst

Rosabeth Moss Kanter las toed to unravel the links between

Brsiess and cities m the new global ceonomy. For Kanter,

elobalisution s pssocrted with four broad trends:

® mobility — of capital, people amd weus:

& smulluneily — goods wnd services mercasingly avatluble
i iy places at (he saome e

®  bypass — the availabitity of alternative channels und new
wehnologies to go around established players ruther Uin
compete directly with them: and

& pluralism — the dispersal of actvines o mulople centres
ol mfluence and expertise, and the relative decline ol (-
ditionul centres.
She argues persuasively that world-class busimesses need

the following clements;

® concepts - eading edge wleas, designs or formulations
for products or serviees that create value Tor customers:

®  competence - the ability to translate ideas into applica-
tons for customers (ic products and services), and o exe
cule these to the highest standards: and

® conncelions  networks or alliances among businesses

to leverape core capabilines, ereate more value for cus-

wmers. or simply open doors and widen hornzons.

Rotterdam: specialised port city battles unemployment

According to Hazel Duffy, the key 1o Retterdarn’s strategy
ter mgintain ity competitive advantage in the foce of the
changing global cconomy has been a ‘style of policy-
making which seems to have evoled from an informel
caalition ol individuals, bureaucrats, financiers and com
munity leaders, whose ideas were backed by the slected
mayar and alderman, who form the working executive
wing of the council” *!

This sort of cansensus hetween public and privale fig-
ures is nal the norm in the Netherdands. Rotlerdam’s Rete
{Ratterdom Ontwikkelingsraad, or Development Council) is
an outstanding example of such o coolition, It is a perma-
neat think-tank, made up of city officials, businass people
and veluntary organisotions, which considers how the city
should react to the increased compotition batwesn cities
expected in the unified Furope.

One of Rotar's key reports, for example, resulted in the
tarmation of a warking party to deviso ¢ shrotegy for bring-
ing more technology into different sectors of the city'’s acon-
omy. Improved port facilities and the specialised skills of
part workers have enabled Rotterdam to retain o compeh-

Cities and the global econamy

tive edge in handling petrechemicals and chemicals, Port-
plan 2010 is o significant agreement between the city,
frace unions and other role players to continue upgrading
porl facilities. It is aimed at maintaining this advantage,
and ofiracting related industries 1o the already existing
concentration of chemical, pc:rroqlw,ar'r'.iml and reloted
concerns.

Mare plans for job creation and training ore needed if
Retterdam is to curb its high unemployment rate, Tha city is
groppling with the dilemma of maintaining o competitively
costed economy within a socially responsible system of
local gavernment. In the mid- 1 980s urban planners set
tharselves the task of changing Rotterdam’s image and
reality from one of ¢ working-class city with few recre-
atianal and cultural facilities towards a ¢ity which could
attract the head offices of mubinational corporations. There
is 0 plan fo set up o new regional goversment skucture for
1997 (Stecdsregic Retterdom) which will allow the whole
region (ie Roterdam and 18 surraunding municipalities) 1o
formulate regional development plans that will foster global

compettivenass.”/



Thinkers, makers, traders
Many cities have emphasised one core capobility as o
way of uceessing glebal markets. Rosaboth Mass Kanter
identifies throe ways in which cities link into the global
economy: as thinkers, makers or traders Thinkers gom
their compehhve edge from continuous innavation, par
ticwlorly focusing on the export of knowladyge ond
knewledge-hosed products. Boston is o cassic example
of a cily that speciadises in creating new deas ond tech
nelogies. Makers have: superior production shills, and
an infrasiruciure which supports lngh-value, cost
effective monulaciunng production. The Spartanburg/
Greenwille region in Seuth Carolina is a good example
of world-class makers [see bax below). Traders
spetiulise In connechons, t:md Thus, h‘c:msp:]orl ggoocls and
servicas coross oll lypes of borders, Miami s quintessen:
liolly a rader city. Ideally, cities nead to develop capa

bilines in all three dimeansions.

In ther tuen, compentive cities and regions need o pro-
vide and ereate environiments for busiess which connect
therr focul population o the global cconomy m one ol three
wiys: as thinkers. makers or traders (see box above),

Kanter arpues that eries and regnons will thrive o the
extent that the busmesses and people i them can develop
Ptier by being there rather than somewhere else L, Cites and
reptons must beeome centres of globally relevant skills w
enable local businesses and people o theve. World ¢lass busi-
nesses need coneepts, competence and conneetions, World
cluss places can help grow these global assets by offering
capabilities m nmovalon, production or trade, #

Her argument 15 based on a number of case studhes, The

exiwmple of Spartanburg/Greenville, South Caroling (see box

befow) particalarly concerns business and 118 interests, She
argucs (hat business leaders need o understad how strong
local communities, crics or regions can assest them m there
drive for global and regional competitiveness.

Busmess benefis from mvesung man arca s core skills;
it derves advantages nal only from crealing company-spe
cifie resourees, but glse from establishing linkages outside
the company® local collaborations witl niternational com-
panmes operatimg m ther arca can help smaller companies
ranse e stimlards of production and service, and propel
them mito wider more plobal markets; and leaders of large
companies can strengthen then competitivenass by devel-
oping a suppartmg environinent in the primary places where
they operate, o ensure the availability of the lighest quali-
y suppliers. workforee, living standards [or ther employees,
and opportunthes Tor partnership with local leaders,

Another factor concernig business i gries s mfra-
structure. World Bank rescarch shows there s strong evi-
denee Lo demonstrate that deficiencies i the public provi-
sion of urhan mirastrueture, meluding water supply, samta-
won, elecuie power, transport aned wasie collecnion and dis-
posal. unpose heavy linancial costs on lirms of all sizes,

In the 19805, firms in Lagos. Nigera, spent some 20 per
cent of fixed mvestment on providing, those services: m the
progess. they reduce profits and with them the likelibood off
imvestment o (irm growth and new cmployment.

While this larse cost will vary across ciues and accord-
my to the level of ccononue development of countries, s
clear that public failures nupose heavy private costs which
i wrn may Jead to o reductton i public revenues over e,
In Nigern, for example, 92 per cent ol private Firms have
thew own penerators (o supplement the madequate public
power supply, while i Tndonesia thas figure s 66 por cenl, ™
Nol surpristngly, smaller (irms are least able o absorb these
private costs i therr elforts w mamtan producton and oper-
utnens. M

Spartanburg and Greenville, South

The citigs of Spﬂrmnburg and Greenville,
with their populations of 46 000 end
58000 respectively, are part of on urban
ragion with a diversified economic base
which includes textiles, metalwarking and
motor vehicles, They have unemployment
reias well below the notional average,
ond their nationally recognised worker
fratining programme is so effective that
the competence of their workforce has

become a selling point bor these cities,

This exceptional blue-collar workforce has
ohiracted more than 215 companies from
18 countries - including Germany,
France, Britain and Jopan - to the region
over the past few decodes, These compa-
nies include Michelin, North Americo
{with 51,5 hillien investment in the region
ond ¢ 000 emp|oyees in the stake), hmw's
First ever manufacturing faciliy outside of
Germany; and Haechst, the Germon
chemical giant. Since 1985 Greenville

hos hod o successful headquarters
recryiiment programme, and in 1993
alene 14 foreign companies anneunged
thai they would open new regional head-
guarters or expand existing focilities in
the city. Examples of training institutions
include;
e the South Caroling Stote Board for
Technical and Comprehensive Edu:
cotion, which offers free, cus-

tomised technical training to
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What do businesses look for in cities?

According 1o Fortune magazine, the kinds of quastions buw:
nesses ask before clrﬂclding to locate 1n o city or l'e|0ccﬂi|‘1g‘4 o
another one nchde
#® Dows the cily have:

=~ ¢ pragmatic approach to economic development?

- 0 SIrOtegIc Copnemic vision?

= an action plan?

o 5 there office space ovailoble? IF so. are rental rates
reosoncble?

® How reosonable are construction costs, ond what 15
constrychion threg
s there on educated labour force?

o Con highly skilled professionals be recrued?

Tep quality workers demand o top quality living env
ronment, This means olfordable hausing, good nfrastructure
and plenty of oppartunities tor recreation ane cullure.
o What are itercity and mira- city transpartation

networks like?
® [: there easy oceess to growing markets?
& Are there strong ond efficient mumcipal institutions?

L] W]'l(’.ﬂ rofesy ('IHCJ fesx s WI“ l.')!,',‘ F(!VI{',‘CI, cmd Wh(fl‘ LErviCes

Turming market forces - cities
and strategic vision

Iistory, culture and geography have all endowed cities with
w diverse set of assets ad Tiubilioes that either help or lun-
der ther efTorts o engape the regronal or global systen, and
lind a place Tor themselves nthe international cconomy.
Henry Cisneros, US Sceretary Tor housing and urban devei-
opment, has put 1t thus: “There are limits 1o how local and

will b rendered o ratrn?

& How QOOLJ 15 SEIVICE Provision®

o What regu|c11ions exist, and how r‘,c:srly are these?

15 there o well-estoblished busiess inbrastroctore?

& Aue officient finonciol services available?

# s there the scientitic and tec:.!‘)m‘)lng|c‘.u| bnr:kup ol a
unIver sity or research mshiute to draw on i rcquurml'd

& |5 there an etficent teleeommumeatons network?

® s there access to ond from numerous an destinations,
and are there non-stop Hlighis?

® b the house pr‘u‘.‘ﬁ:finc;‘t;m‘u.! rahe favourable?

e [sthere o |1|g.;]h quwhty ol lite i+ the Ciky®

o s the ity politcally ond socially stabile?

® Daos the cily provide o sofe environment?

s What are the iZJI'E(]DI'I'III'lUH' |c1ngunges s.pokc,»n, el

what culturel proctices prevol2
Other city pobicies which matier ko business include
fransportation, peliong, fond use and zomng, rates
assessment, laxotion, and ervironmental po|icy.
As lite ond work become more nlertwimed, pecple will

flock to cities that cater most appealingly 1o bath "+

regronal ceonomies can change themselves. Powerful nption-
aland iternationad market Torees have un extraordinary mnfllu-
enee on therr potential L. Local leaders momany regrons have
learned how they can turm market forees (o theie advantage
and agpressively develop ther ceonomies usmg that knowl-
cdge, But first they muost understand how these forees work, ™

Cines are often ill-equipped lor therr new role as eeo-
nomie players. (ne of the most substantial weaknesses con-
cerns basic information on acities” ceonomy, with the resull

Carolina: a globally competitive region

prospective workers and sUperve
sors of companes that brmg new
investment to the state:

the Greenville Toechnical College,
rated a3 ane of the best techrical
schools i the Unitee] States, which
offers tfrenning for the ’rr..-xtiic:, matel -
W('Jl‘klrig, electncal and electronic
trosles, cmang others! and

the area s pub|ic education system,

colleges and unversilies, which

Cities and the global economy

stve to provide o good education
with appropriate skills.

According te Kanter, both husiness
and evie leuders m Sportanburg and
Greenville have worked on shaping on
economic c:lr:ve|opmc:-nl strategy theat 15
almest o foreign palicy * Therr madel
for success in the global economy hus
been a solid base of mid-size entrepre:-
neurial compomes which imnovate con-
tinually in basic monufucturing and

cnploy o worktorce whose skills are

regularly vpgraded ogamst world

stancords’ ™ Four Factors which ploy o

role w this sucoess are:

& visionary leaders;

# o hospitable business climate ond
positive work glue;

® customised tranning and upgrmling
of warker's shills: and

# collabaration between business

and government. ™



that leadership (and officals) are often surprised by cconomie

shults or new urban development treneds.
Typreally, local officials possess no mlomudon regard-
me the way local cconomie activity Tits mto the national pic

(e - e what s produced o the Tocal regron, where its

Piﬂsbur?h: education and
health as keys to
competitiveness?

Fiitshurgh s ohen quated as the vlimate example of
rust belt by ez deching, but it ulso offers o madel of the
ol of skilled leadershap and effective coalitions n

urbae regencration ™ Pitsburgh 1s said to be he first

Amenicon city to pub logether o well-arganised coalition
for wilsan renewal, As far back os 1946 the city wos
already grappling with a decline in monufactunng jobs
by borming public-private partnarships It has developed
@ |‘.‘;u|".)|i<." sector that 13 |1)r‘c;F(:ssioncﬂ enough foact os G
brure partner with the: privete sector.

Terhary education and health sectors in particutor
have ployed o prommment role in Pittshurgh. Public-
private portnerships, forged in the 1950x and 1960s,
were 50 well estoblished by the 19805 that city beoders
cavld begin to lagus on crecting co-aperation between
local government and locul universities and hospitls os
o foundation tor the development of o high-technology
economic hase. Cruciat i this initiative were the ity s
two major research universities [the Unersity of
Fitshurgh, and Carnegie-mMellan University} which
began lo play on enhanced rele in attracting private
high technology Firms to Pinsburgh. The Pitisburgh Tech
nalogy Centre 1s a concrete symbol of the new <o
ofaereative: rcz|c11ionship hetween cil'y government are
research umversitiss. This centre, buill on the site of o
elosed steel mill, ane with the fwo universities os its main
tenants, formed part of a larger economic development
package known as Strategy 21 which secored $70
million in state funds for projects, incdoding:
® tthe advanced technical research wark of universities;
# o biotechnolegy centre;

& o robobics centre;
e the Carnegie Science Centre, and
& maor airpart gxponsion,

The growing ecanemic role of the educotion and
health sectors in Pittsburgh is illustrated by the koot that
by 1988 the universities and hospitals in the areo hod
become the biggest local employers, and hod the
potential to drow massive amounts of revenue into the

Pitsburgh economy,

shipped and o what users, what the current cost-competi-
trveness ol local producuoen s and how it has clumged i
ecent yeirs, 1 what subseelors ol the cconomy national
demand s lkely 1o grow fastest mocomimg years, who the
foculity s chiel competiors (mational and migrmastionad y are,
and what cost structires these competitors Lace.™™

[Local ceononties need w adapt wo external narket forees
which often cannot be reversed, A hard-nosed assessment of
acity or rezion s compehtive udvantages — and disadvan-
tages st be the first step, This must be placed mthe cons
text of matwnal and internavuonal wacket frends. Thes imfor-
mation cun beeome o mechunsm for bringmg local leaders
together to assess the current and future prospects of ther

ey, Kanter has argued that aities need soetal glue —a way

of bringing peaple gether o deline the common good, ere
ate jout plans, and wdentfy strategies that will beoehita wide
range of people and organsations She argues that, besides
the physical milrstrucinre ol o CHy of region, connumies
need anmfrastructure Tor social collaborabon

To compete cifecnvely i harshly compentive envi-
ronmenl, w ety s govermng, coaliton™ (e key leadership
and stukeholdersy will need o erystallise and endorse i vision
ol the future that s acceplable o both busmess and citizens,
Public and previte sectors, writes Waiping Wi must col-

Indianapolis: the privatisation
of services

Many af Indianapalis’s 60 mumeipal services, incluching
shreet swoeping, managing the aurport and runming the
waste water freatmeant p|¢.u‘|l, e prw(:risc:d. it is cloimed
that this has saved the city $300 million over three
yeors |talso cut the tax borden on maos households by
recucing the municipal workboree and middle-
monugement positions. According to the city's mayor,
privatisation allowed Indianapolis to spend $500 million
an capital projects, especially reads, bridges and
suwers. Ha strasses that these benefits acerue from run-
ning city government like a business.

The strodegy (mlopled by the: |ndicmc1po|is loeal
government bas avolved: it has moved from o belief in
‘privatisation at all easts’ to an approach where encour
aging competihon is ¢ core strategy. Some services ore
simply contracted out, but others, such as gur'lmge cal-
lection and some road maimenance tasks, are opened
up to competitive bidding - with city crews which find
ways 1o cut their costs winning contracts, The city gov-
ernment has thus become infused with the principles of
efficiency and competition in its bid fo compete with the

privete sector for service contracts.””
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lahorale 5o as 1o share the Durden of nsk.™ They will need
istritegie viston W aide realistic development for the Tuture
of the ¢y,

New roles for city governments,
business and national government

As Cisneros puts 1, i cnly's strglegie vision must cimphasise
retinmg existing entreprencurs and helping theo to expand
Tocally, vather than relyig only on new lirms from other
repons (o spur growth. Buteven here there focus 1s on help-
mg entreprencurs 1o chanpe and adapt o new market reab-
ties tather than subsidisig the longevity of ther old product
mix .. Private entreprencurs, nol logyl govermuenis, are the
primary agents creatmg ccononic growlh.

“"But local governments und other public mstitutions play
alarge role mn ereating the context m wlich developiment

oveurs and m shapmg the background comditions that are

looked at as erther attractions or detractions by (rospeclive
mvestors,™

Role pluyers withio ¢ities have also had to Forpe new
roles tn naplementmg strategies. The privide sector was foreed
o the pablic domam by the changmg dynimies of the zlob-
al eceonemy. Previonsly, most busmess people were content
to Locus almost exclusively on ther own husmesses, Bul the
sheer scale ol ceonomie restructuring, along with an olien
madeguate response from govermment, has placed new
demands on corporations and busimess Lleaders. This has fre
quently meant tha the private sector hid w ke the lead. This
new leadership role has included mvoelvement i the pni-
valisition of public serviees (see bov on hidianepolis, page
223 myger arca development schemes; and mner ety revi-
talisation.

A Tocus on entreprenaurial cities should not by nisun-

derstood, To repeal o pomt made carlier: the cities that are

Sheffield: from municipal radicalism to entrepreneurism

Sheffield's local economy was radi-
tienally based on steel and heavy
engimeering. By the 1970s it was hit
by o severe recession in the steel
industry. During this period, more
than 1 000 jobs were lost each
month. The city, with its Labour Party-
dominated local government,
respended o this crisis with o version
of local sacialism which claimed “the
right for greater community and
worker control and influence over
emp|oyment and the local econo-
ry ! Duringy this ‘radical’ era, the
city government shified its focus from
consumption issues (such as hausing,
transport and education) 1o the local
economy and the need for job cre-
ation. It created an employmant
department which facused its atten
tien on public. sector infervenhan te
¢reate new johs, equity Binancing for
smoll busingsses; und elforts to pro-
mote equal oppartunity employment.
Although some creative programmes
werg initiated, the overall srotegy did
not work:
o it dompened down ony enthusi

asm the market had for invesi-

ing in the city, and

Cities and the global economy

o hordly any retoil, commercial,
ar indushial development took
ploce in the ity in the: first heilf
of the 1980s.

By 1986 these progrommes had
given way to:

® an emphasis on co-operation
between local government and
private employers;

® ihe external promotion of the
city as a ‘goad business envi-
renment’;

o support for flagship projects in
retailing, leisure and commer-
cial development;

» the crection of the Shetfield
Economic Kegeneration Com-
rittee (SERC) in 1987, consist
ing of representatives from o
range of local interests: the
fcal authorily; the privote sec:
tor; Irade unions; community
groups; higher education; and
the Shefheld Development Cor-
paration {established by contal
government}. It acts as o cata
lyst of o wide range of pro-
Qrommes whicl attempts fo
overcome the poor market per-

cephion of Sheffield *

This transition ko market-orignted
strategies and o belief that Sheffiald
should creatle o more service-sector-
oriented industrial base are what now
charactense the cul‘y's strategics to
attract outside investors. Shetfield hos
had a degrec of success with this
approach, which includes:
® atiracting financiol investment in

property dcvebpmcm;

® o number of projects using
gevernment Urhon Development
Grants;

» development of o $200 million
retail and leisure complex on the
site of o former steel warks;

» development of u science park;

® staging the 1991 Werld Studen
Gomes, accompanied by o
cultured Festival;

o development of 4 000 properiies
for rant and sale in ogreement
with the United Kingdom Housing
Trust;

® initiation of a number of innovative
education ond fraining develop-
ments by the Shetield
Edusation/Business Partnership



competimg successiully in the new global

ceonomy have cibraced and applicd the

new paradigm for action: "incrementalism,

entrepreneurship, and markets

Tl that

have tricd a difTerent approach have geoer-

ally failed (wee ooy an Shefficld, page 23).

Wht eIty governments must do is;
understand (he new globat and region-
al realiies m which thew ey functions:
assess the progpoects lor growth or
dechine i ther ety s ceonomy i the
light of these new realines:

engure thad all the key stukeholders
the ety (s includes nptional as well
as local players) are informed of the lat-
ast trends,

engtble u process ol socul colluboration between all the
stakeholders. so that a shared vision of the tuture of the
city can be formulated and implemented: ]
ensure that ety rules, regulutions and operaung proce

dures CNCOurage I._“I'lll'lJ[‘Jl'Cl'IL‘LlI'l(ll il(.‘ll\’li)' and do nolt

nod ook for solutions

discouruge H 1 any way-

not try 1o become an entreprencunr itselrl;
act cotrepreneurially, however, i pro-
motng the ey, hy idenufying ways to
Hl_lpl')()l't LTH!UI';_:III:._: l')ll?-&lll(.f.'i.‘x‘ H}T[N)I'[UI‘II-'
hies and local specialisation and helping
W promoie competinve mches tor the
lacal ceonomy-

enstee that “foreign policy” and market-
g 1k effective for the ity sometimics
led by business feaders, sometmues o
communitly figure, sometimes a ciy
government leader):

lLflll'El |IUW 1o creale new resourees 1o
overcome small budgets, Tegislative
constriants and other obstaeles, They

must become pﬂlillL‘El' L‘Il[f'Cpl'CllLfl.ll‘H whao ZUrner resources

and allics from the mast unlikely places:

enible and CMpPower PL‘.()]')lC (8} l‘)i]l'll(,_‘l')ill(_‘ m M)]Vll]f___’ ['}l'(lh-

lems and meeting challenges:

Baltimore: pro-growth coalition develops impressive image

Beack i the 19504, Baltimaore hod
c)lrc:c‘:dy stearteel to rc';spc;nd to urban
decline. During the 1960s it empha-
sised conventional headguorter -type
ellice development, In the late 1950s
the Greater Baltimere Committee (o
business group founded in 1954)
helped to initicie the develepment of
the 33-acre Charles Centre {u com-
plex of offices, shops, hotels ond
apartments). In 1944, ot the request
of the city’s mayor, the Greater Balti-
more Committee unveiled o second
and mere ambitious plan, the Inner
Harbour development plan. This was
a spectacular project which focused
on a new combination of activities:
recreation, culture, shopping, conven-
tion and research centres, mised.
income housing, and offices. By the
1980; there had been a fundamental
change in Boltimora's repuration as a
grimy sea port and industriaf cify.** I
weis now a popular fourist destination
{Balimere has 22 millien visitars soch

year, 7 million of whom are tourists).

Marharplace, o two story, 3,V -ocre
eatng and shapping complex, drew
more than T8 million visifors i its fivst
year. The completion of the national
aguarium in 1981 gove the inner
harbour u major tourist fagility - it
attracted 7 million visitors between
1981 and 1984."

Baltimore’s turnaraund was dri
vien primm'ﬂy by the privofe sechor, in
the form of pro-growth coaliions
such as the Central City Davelopment
Corporation and the Baltimore Eco-
noric Development Corporation,
Tl\@y werg aften called Baltimore's
“shadow government’™ in that they
were in many ways public agencies
which did not have to oparate wnder
the same constraints as public bodies.
They were a non-bureaucrahc alter-
natve 1o cily government, and were
able to draw on federal and private
funds for their renewal programmes,

But there is o cavtionary note in
the success story of Baltimore: there
are what have been referred 1o as

N

hwa Baltimores'™ - large areas of

:;Ji|r_1pidq1h‘_:d hmusing and arcas of

poverty and saciol decay exisl just a

few blocks away from the redevel-

aped areas. This has led to o debote
on:

o the impact of redevelopment on
the: majoriry of the populmion;

o the distribution of benefits gen-
erated from renewal;

& the appropriotenass of the tech-
niques and strotegies used to
implement programmes; and

# the qunlit)l angl number of new
jebs that have octually been
created

This debate has highlighted one
potential danger of a development
programme diiven almost entirely by
the private sector: a lack of public
accountabiliy in respect of the direc:
tiatr that such deveiopment teikes. As
result, Baltimore has shibed back
towards greater neighbourhood rede-
velopment, and greater public control

over future physical development.'™

CDE RESEARCH * 3



& (lunk big and have an mspirmg vision Tor the future. 1t
s oonly with such a vision that the necessary trude-olts
will be mide hetween the prowth and development chal-
[enges that Mee eites.

Cities wishing 1o be successful m the new global ccon-
omy will have to behave ke reorgamsed corporations’
exhibrtimg Mexibility and adaptability my order to msert them-

urban pracuee will be flexibility,

Solutions o problems at the local level as well as urbun
suceess i the global cnvironment require anon-ideologigal
and multsectoral approach that welcomues popular particr-
priliennn dt‘Ulsl()ll—ln‘.lliIng: Lses exXisting, networks and Orgin-
isatons 1o defing the agenda for acuon and deterning how
limted resourees are (o be used: and that uses those same
networks ar civie groups W carey out decesions and distrib-
ute resourees o ciizen-residents,

Policy-makimg that affects ceconomic competition oflen
remnns m the public doman. But effective wrban governance

British City Challenge initiative

The British City Challenge of the early 1990s is a clossic
example of o national policy initiative aimed o using
compelitive hidding 1o promote on entrepreneurial cul
ture in local government, and to simulate mnovotive
approaches to economic and secial development in
cities. it is widely agreed thot 'City Chollenge marks o
revolution in urban paolicy The stimulus of competition
hes tronsformed the way in which local authorities and
their partners have approuched the tosk of urban regen-
gration. "'

In terms of the iniiative, cifies were encoyraged to
bid against each other lor urban funding from centrel
government. Bids had to demonstrate:

e cffective local partnerships;

® targeted, area bused regenerotion strategies; and

® integrated approaches to problems of economic
decling and social deprivanon.

Thus the British City Challenge initiative encouroged
the formation of a new institutional fromewark whereby
local government works in partnership with business, the
community and the voluntary sector. Michoel Heseltine,
rinister of the environment, stoted in press relense
that the City Challenge waos ‘about the vision of the locol
autherity, and its ability 1o bring about the regeneration
of its urea. Above all, it's about involving local people,
with councils ferging parinerships with community
orgonisations, voluniqry groups, and the private

i

seclor.

Cities and the global economy

does not always lic nrthe hands of elected government, Whal
olten exasts 1s a governmg coalition or urban regune where
hy public and private agents come together to make and carry
our decisions. Privale agents imelude not only busimess mter-
ests but also labolr mons, NGOs, conununity groups and

religious feaders.

The extra challenges for developing
world cities

Cities i the developmyg world have to reassess their prior-
hes, Too often they have been overwhelmied by burgeoning
populiions, enormous serviee needs and limted human and
financial resources. Like cities clsewhuere, cities i less devel-
aped countries need t assess e futuee e global econonuc
termns. They need o ask what they olfer investors, and how
they can persuade them o mrvest m the eity. So, besides hav-
g o Tace the harsh realities of ccononne competiton on
arcgona! or global basis, these ciues also have 1o deal with
cnormous backlogs of services and facilites that seem 1o
arow every day. They have o deternune priornties. which
must b seen through an econonmie lens, The only way n
which the quality offife i these crtes witl improve s 1 eco-
nomie growth can be sustamed and improved. They can no
longer only see themselves m terms of the other cities i
therr country, but need to thmk and plan striegically with

Data processing: new niche for
developing country cities?
Data processing may prove to be a cornerstone of future

economic growth for many developing country cities.
Citigs such as Bridgetown, Manila and Bombay feature
significantly in this growth indusiry. When amg, the par
ent company of American Airlings, recrganized its flight
information proacessing system_ it started Caribbeon
Diata Services {C0%) in Bridgelown. It employs 1100
pec;ple, and is currenﬂy the: ICJI'QGST non-gavgrnmenml
employer on the island, This date processing industry
brings chout US$30 million in fareign exchange
rarnings fo Borbodos,

In the: long term, given the way in which technology
i+ changing, developing country cities currently focusing
on data processing will probably be ablg to toke on
simple programming, and eventually play more sophisti-
coled roles in information technology. These cities could
evalve from being processors of infarmation to
ibecoming its creqtors,

The potential of data procassing as o means of
stimuloting economic growth and development in cities

in developing countries is immense, '



regard to ther role in the regronal and glob-
al cemiomy,

The new global economy 15 buill on
access. communications, and conneetions,
Thos mweans that mibrastructure, particularly
transport and conmunieitions, 15 i@ {op pri-
ority for developing cities, These arcas must
move hgher up the scale of priorities, as
aganst other needs, Ruble, Tulelan and Gar-
land write: *In Latm Amcrican cities, the

o autherty o become suecesstul global com-

Yy petitors. Por example. o key mgredient i
é comparative advanmage will he the educa-
S from and skitls ol the ity s workloree, but
m maost countries this area s controlled by

national govermment, Promotwn of the ciy

15 also eraciul, whieh means cities will need
ther own “foreign policy” Often wrports are
ﬁ*\g nationz] govermuent responsibilines, yet the
i aceessiblily of ciies within the glohal mar-
k. ketplace s eructally important, so cities will

s s nol ow (o reach the entire popula-

tion with the spectrum of services provided
by mdustrial criies, bul how (o open the stitutional space
of the aity to create the possibitity of improving the urban
population s quality of lile, The solution turms on nuiproving,
the ciiies, creating Oes o the global cconomy, opening them
1o modern technodogy, and Tacilititing mnovaten wud the
populations” aceess o education, No Lalm ety Tias the fiscal
and puridical independencs: (o deal with the crisis of educa-
fen ad employiment. Latm Amernican cilics appear o be
falling further and Turther behmd on the crugrl] dimensions
of uwrhan adaptability  communieations and transportation,

OF large cities i the regaon, only Sio Paulo has been able

to sustan @ hugh correlaton between population growth and
(the ereation of jobs m ndustry. Notcomerdentally, 5o Paulo
has the best communwcatons and transportation netwaork m
the regron, ™

Transport s cructal For any Ciy serving Smerging mi-

kets. The success of one seems to threaten the well-bemg of

others n the same regron, For examiple, Miamin has become
(he pateway o Latm Amertea, takimg traffic away from cioes
such as Caracas, Paniwma and Santa Marta ta e on the edge
of the Caribbean Hasim, Houston s growth may be under-
g eeonomie activity i NMew Orleans,

Drevelopimg workd erties do not have o see themselves
as competing with the peak cities mthe global wrban hierar-
ehy such as London, New York or Tokyo. Cities need 1o se
ther future m therr own regrons, and look Tor g competitve
rale mthe geographie and cconomic sphere which makes
setse i terms of there compettive advantages., [U1s possible,
therefore, for a ety W direet us efforts at o surrounding repton
rather than the global cconomy as a whole. But it can only
do that while bearing in mund the mobility with which trade
and mvestment can move around the globe, A ey can focus
on i region and have more modest ambitions than becommyg
‘the Paris of the South  but tus can only be done with aovead-
1stie knowledge and understanding ol the ceonomie trends
and Taetors wineh are imporant m that regron,

Cines are diflerent {from nations, and developing world
cities — like those elsewhere - will have w think hard ibout
the implicanons of the new roles they are required o play
m the plobal cconomy. Cities will need new powers and

need aomueh greaier say i this sphere oo,

All ol s has eoormons political implications, Large
aities will need w lobby national governments for the pow-
ers and authority they need, Collective action by cines with-
o country oraregion can strengthen thew chances of suc
gess. Cines will thus need o put much greater ¢ffort mio
nattonal policy wssues, and how suchissues alfect them, than

has lutherto been the case.
The importance of leadership

Leadershup e the entreprencurial city must combine man-
agament skills for dealing with the eny s and ertizen s needs:
entrepreneurial skitls o make the city compentive i the
regromal and mternational economy: and politeal skills that
can garner power and resources [or the aity from mational
authorities, and imehilise s socl caprtal.

In thes respect, e mternatonal liwrature on the expern-
ence of many cities and regrons pomt o one commman demon-
inator; all the suceesstul aines and regions have had o per-

son or group of people with o vision for their city, Individu-

y
als are important, and leadership will affeel whether a city
an and does compete moa ouagh, competuve world, Lead-
ers i suceessiul aues and regrons have come from both
the privawe and the public scetors. They have had a vision for
therr city, and they have gone about harnessing the necessury
resources and enerey 1o realise that vision, Without feader
ship = from wherever iteomes s very difficult (o see how
cihies can arrest decline, rdently and capuialise on new oppor-
lotites, and generate mterest and enthusiasi for sustoned
periods.

T'his conglusion has important naplicauons, A cily can
take many of the steps suggested m this review B3ul wath-
out someone o lead, s unlikely 1o become a global com-
petitor, This s espectally the case mocities 1 the develop-
g world, For those trymg (o revive gibies, turn around
depregsed mner cities, or promote cines as global players,
the lirst priortty has (o be o dently and then support fead-
ership figures who can mobilise the resources, energy and
NNage necessury For sneeess.
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THE CHALLENGES AND
IMPLICATIONS FOR SOUTH
AFRICA’S CITIES

hat does the memational experience mean for South
A What can Sonth Afnean decision-makers leam
fromt ns review of crues and their responses (o the global
cconomy that s relevant t this country and s eities? Gen

crally. when people thunk about govermment and policy m i

grven country. they tend wo Took at the country as o whole,

Wo often Torget, m the heal of natonal debate, that policies

ke effeet somewhere, that hustory 15 made m particular

places and under spectlic cireumstances. Inerensmgly mthe
merddern world, s mewns m eites. [Us surprising.thea, that
so litthe atention 1s being, paid 1o the elfedt of natonal ceo-
nome and other policies on these cities.

The mternabional message 18 clear:

& Cites are the prime arenas for new and lieree global com-
petiion,

®  Cilobal ccononne actors are attracied o places which can
serve therr needs for skills, concepts and connections, "™
and wre attractive places m whieh w live.

® The fortunes of ciies wre not static = they chanpe with
the needs of the regronal aind global ceonomy,

e Cites thenselves need o Took o therr comparative
advantages, and how o maxmmse and market these.

& chates about urban policy are now lar less about nation-
al comparsons ol city size, and much mere about regron-
al and national mehes and how to compete as a desirable
site Tor mvestment 1 the ough globat marketpiace,
Ina final seetion, we olter some thoughts and conelu-

stons on the implicanions of the mermatonal experience for

South Afrea and s cities. These conclisions will be sup-

plemented and expanded in Torthcoming issucs of COR

Research, in which the results ol detailed case studies of four
South Alrican metropolitan areas will be reported and
analysed. They wre Durban, the East Rand, Pretora and
Grreater Johanneshurg. The policy and strategy implications
of this Large body ol work will be pulled together in 1997
when CRE will publishecomprehensive proposals for o stri-
coy and policy framework for South Afnead s large cities and

metropolitan reglons,

1 South Africa’s future will be
decided in the big cities

South Alnica s prospects for growth and development hinge
on events, trends, percepuons and dynames o the country s
Lrgest erties, Urban erimie, urbun joblessness, urban polines
and urban perceptions will be most important i determming,
Sowth Almica s future, This insight must determime the prior-
ties of natona! leaders in both the public and private see

tors, I must determine both ceononne and development pri-

Cities and the global economy

artes. The povernment’s inacro-econonue progriunme musl
link up with. and indecd depends on, a sueeesslul approach
tothe brg eries, The ROP should balance its Tocus on rural
land reform and water provision with sipmiicant nutives

m g citics,

2. Big cities need much more
national attention

South Africa s cites are the engime rooms of the nationgd
cconomy, and will continue (o play this role, The future of
the country depends upon them heconmng globally compuet-
e,

Nutonal deersion-makers need o understand the urban
nnplications ol therr policies and actions. The Tuture of the
ciies will not be mewdental 1o natenal success. Macro.geo-
nome relorms will have enormous implications Tor the coun-
try's urban arcas. and partieularly s largest citics, These
implications need 1o be thought abowt, debated. and creatively
munaged, Mucro-ceononie thikers and policy-makers i
government, busimess and trade untens need to stat taking
the “where of production and trade very seriously indecd,
‘The Tuture of the cities s their business, Central government
departments should actively melude the big cries m therr
strategies and national projects. Natonal policies shoubd be
tssersed for thewr mpact on the bug aities and their compet-
HEVENLSS,

At present urhan ssues are dealt with in many centreal
government ninistries. Is urhan strategy and policy bemg
atvent sulTigient atlenton by the cabinet? Is urbun stratepy
and policy a top priority Tor the government? What are the
objectives, imetables and warpets mths sphere?

At the sime tg, the larpe cities need to wndersiand ther
own importance and put coneerted effort into persuading,
national players of the importance of g ciies m national

ceonome development,

3. New issues eclipse tired old
debates

The listory of urban tssues oy South Afriea has seen three
reeurring themes often emanatig — i different ways - from
hoth the lelt and vight of the politeal spectrum. In the con-
text of the compeutive global cconomy, and the demands and
opportimies that now lace the crues, these three themes are
ne longer very celevant i they ever were,

Aparthend tdunking concentrated on how o keep black
South Africans out of the urban arcas. One of the ranonali-
sations for ths policy was the dangers of rapid urbantsatton,
and the growth of larpe erties. Similar policy ideas have oper-
ated m other authortariun societues (such as China, the Tor-
mer USSR and Indonesia), The itermational experience is
clear, Such control policies do not work, and have negative
side elfeets on mdividuals, urban policy and ceonomig devel-



opment. The issue 1s no lenger how o con-
trol the growth ol cities, and migration to the
ciies, but how to make those same ciies eeo-
nomically efficient and altractive 1o cureent
and new investors,

A similar concern relates 1o an explicit
facet of aparthewd policy, but also an mplicnt
Cear m mamy people s mands, 1 thought that 1 the cioes
were o unprave therr faeilities and serviees, particularly to
the poor, s will attract unniuageable floods of nugrants
to the urhan arcas. Agam. the international experienee and
aew realities destroy this old wdea, Firstly, mugrants are attraet -
udl to crues because of the ccononue and other apportunitics
they provide. A lnck of housing and services are not a deter-
rent, s the millions who live m unplanned, unserviced shack
arcas testily, Sceondly, polices deliberately aimed at mak
g crlies unattractive for migrants make then mercasimgly
unatiractive o everyone else as well, thas discoutagimg the
very prowth that can help o mprove te city and its serviees,
Thirdly, this old notion s based on the belicl that most ¢y

growth comes [ronm new nugrants to the
city, and anores the reality that momost
developng cowntry cities a1 the natural
arowlh of the existg urban population th
contributes most to (he oiy’s expanding
l)()[)ll";l[l()”.

The third wea, and probahly the most
uportant i current Souwth Alrcan thmkmg, concerns the
problem ol city size Some analysts helieve Johannesburg.
the Central Witwatersrand or Gauteng s oo g for the coun-
ry s pood. Thus, efforts must be made at all costs 1o curh
growth in these places and divert i elsewhere. This argument
makes many cerroneous assumptions. They mclude the Tol-
[owing: Johannesburg s growth s assaesd, so the policy
amphuasis must be o cueh s the seze of o ety s mare nmpor-
tant than s efficiency and ability to create wealth and oppor-
iy grawth diverted from Johannesborg will necessarily
go Lo some olher, more "policy desrable South Alnean loca-
ton, As Professor Niged Harms has argued, the old ssues of
comparative cily seec withi o natwny are rendercd imsiemifi-

What should your city do?

It is impossible to give aities o ‘step:
by - step’ g\;ic;k: tey bc:coming compet-
tive in the global economy. it is
nonetheless possible 1o provide some
proctical guidelings os o means of
stimuloting debate within South
African cities about strategies for

economic competitiveness.

located, whether it is used to
its full capocity, ond whether
there are possibilities for

expansian or more effective

private interventions. This
audit could lead to the pro-

duction of ¢ stotistical veor-

the leading communications,
financial, media, telecommu-
nicotions and service city in
Africa;

vlilisation with public and/er - identify emerging comparative

cxdvcmmges of the cify; ond
- farmulate pelicy options and

seendrios for action.

Three useful preconditions are; hook; e Create a local government eco-
o relative aulenomy af regional - conducting o Strengths, nomic unit to co-ordinate infor-

ond lacal authorities [including o
degree of tinoncial indepen-
denca);
# healthy city image, which recog- and
nises the unigueness of the city;
o effective decision-making,
dyrmmic, charismatic leaders,
and co-operation behveen locol
stakeholdars,
Three major action areas are: .
e A co-ordinated process wherahy
aity managers, business, volun-
tary orgc:nisutions and research
institutions participate in gather-
ing informetion, in<:|uding:
w @ city audit which examines
what exists, where is it

Weaknesses, Oppartunities
and Threats {SwoT) cmu|y5i5
of the city und ifs ecanomy;

~ menitaring indicators of
change in the city sconomy
(Jnd mare erC]C")" in ”'IE
national ond international
BCONOMIES,
A forum/think-tank where key
stoheholders in the community
participate in an inferactive plan:
ning process. This should aim te;
- develop a commen vision for
the city — bor exomple, the

mahan-gathering, and to over
se0, assess, ond advise city mon-
agers or:

-~ appropriate short-term reac
tions to economic changes,

- implications of changes in
government policy and rame
fications of national and
imernational avents;

- acling Qs @ pressure group on
issues which affect the city's
econamy, and

- negoticting with national gov-
ernments and foreign
investors.

Jﬂhﬂnﬂesburg fOrUm rT'lUy
develap a vision of becoming
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cant o the light of the new realities ol regronal and global
competion. Whe 1o sy that growth diverted lrom Johan-
nesburg, for example, will not go o another countrey alto.
gether? The key gquestions for eitics now are not how big they
arc or how they compare with other cities and regrons mthe
sane country, hut whether they are globally competitive atd
able w find o miche o whneh they can buitd and market a com-
parative advantage, thus Atractmy mvesionrs,

We need o Jook al cities as arenay for ceonomie growth,
and assess ther efficacy i the light of thewr competition m
the regronal and plobal marketplace. That 15 the ertical pol-

ICY IssLC NOw,

4. South African cities need new
priarities

The present focus on essues m Sowth Alncan eities s lop-
suded, Toe much attention 15 pawd to the admntedly unpor-
tant tssue of dealing with the service and other backlogs inher-
ted from aparthetd. Too hitde attentoon s pnd to cconommic
developrment ssues which, after all, will be the only way
which resources will be Tound to meet the backlogs.

Ciues need to realign then prionhes, They must not just
add a new Tocus on economie development 1o ther current
prioriies ol micgratmy the city racialfy and dealing with bis-
torie backlogs. The key lens Tor any lurge city must be ceo-
nong growtl, and what the eity needs to do 1o retatn current
mvestment auud encourage new growth, This prism will help
cities Lo deaide what the priorities are i the two other arcas
of functiongl/racial miegration and backlogs. But expanded
cconamic growth s (o be the primary determiant — oth-
erwise all clse will fatl, and there will be msulTicient resources
1o meet developrent objectives; and the quality of Tife for
all i the ey will actually decling,

Thus Tar, the South Alrican debate on urbun policy has
manly focused onmtegraung local governments, and pro-
viding housimp. And there are pood fnstoncal reasons why
thus has been the case,

But within i new global ceconomie frameworl, our devel-
opment priorities have to be reassessed, There are new
ciphases (or urban policy that flow ouwc ol the imternatongl
experience. the realiies of globalisation and s impact on
citigs, The nature of modern ceonomue development must
teadd cuiies (o focus on three areas:
®  Infrwstrucinre for ecemonne growth hecomes more impor-

tant than ever. “"The friction of distance needs (0 be over-

come, and not onty within a cuy or regron. Questions
must now be asked as 10 how elfectvely the city con-
neets with other eities/regrons and the rest of the regron-
al and global ceconomy, What kind ol transport junclion

15 the city (bus, triun, plang, boat ¢le), and 15 10 good

enough? How reliable and sophisticated is the oty come-

munications mirastructure?

Cities and the global economy

®  The comtrol unporianee of cducation wssires s also reaf-

firmed. There are two kinds of concerns m ths arca, The
Firstrelates to the libour Toree of the ey, and whether it
has the skills appropriwte (0 new regronal and global
necds. The second concerns centres of exeellenee and
mnoviabion m the city. as this s where the techaology
ancd s for the Tutuee will ongmate, Thus ciines kave
i profound mterest in the guality of eduention m the
schoals, adult trummg Tacilioes, and the futare of the ume-
versihics. Urhan policy needs 1o deal wilh these ques-
tons, and how cities needs intersect with national cdu-
calion strategies and prioriies,

® [lealth tsynes also move further 1o the fore, Again, there
are lwo dimensions to this, On the one hand, there needs
to be adequate health care Tor the population as a whale,
and espectally for poorer people, as this will affect therr
productivity, the attractiveness ol the cily as o place
which 1o do hsmess, wnd (he healih of the ey as o whole,
On the other hand. a city also needs (o ensure the quali-
ty of ws medical care at the higher end, as thes witl alfeet
s desirability as o place where imvestors and seruor man-
agers want to live. Here agam. g aily govermments s
maero-cconomie planners have a vital interest e the
impact of rmtonal approaches 0 health policy on the com-
pelitiveness of cities.

5. Cities need more powers

One of the charactenisties of South Afeica s transion towards
demagryey has been an mitensive debate surrounding the pow-
ars of the provical Jevel of govermnent, This s an impor-
tant 1ssue, and deserves serious attention. Bul the Tocus on

City government roles

City governments need to:

# develop the capacity to maniter, manage and pro-
mete the ity o8 o competitive arena for investment
and gmwth;

# engage in a new siyle of achion where it facilifates
aconomic development through collaborative pro-
grammes and forums,

& enguge with local acters to create palifical consensus
around strategies for economic growth and
deve|opment;

o develop o sound working relationship with business
and the lacnl community, in order o deliver on
election promises; and

# create an environment in which new investments will
ke made and existing investments in the city will

gQrow.



provincil powers has eclipsed any diseus-
ston ol the powers of the Lge cines,

This 15 not synonymous with discussion
on the powars ol local government per s,
The capacity and need Tor authoriy of a
small urban area and those of the Targe mct-
ropolitun entitics are fundwmentally differ
ent, This omassion needs 1o be remedied.

I one looks at the experience of cities m
dilTerent parts of the world, 101s elenr that they use anumber
ol difterent types of mstrumems o enhanee therr compet-
uveness. A ity might decide to offoer tax meentives o new
investors: that il needs an mtermational arport oran improved
Junetion of different modes of transport: that o needs Lo
tmprove the quality of its education system as o key com-
ponent nn s competitive strategy - or o atiract leading health
care providers to locate in the iy and build 4 speciality m
that area.

The list s much longer The pomt s that South Africa s
Farge cities currentty do not have many ol the powers (or
influence) required 1o compete effcetively wil other cibes
i the world. They do nat have the power and awthority 1o
hecome global players, because they are often wo constranmed
m what they can do, The global ceonomy requires entrgpre

acurnal vibhies,

6 Not ‘local government’, but big-city
government and management

Besides the powers of our cities, we need Lo reassess (he kind
of povernments we eleet i our “local government” elections.
South Africa s large cities control enormous budgets, and
their actions mfluence the lives of millions of people, How
san part-tnie polinems really represent millions of aittzens

Cities need vision
Local government needs to play a role in developing o
vision for their city. A participative process needs Io
develop around such guestions as:
® what competitive advantages does our eity have?
® what should our city become?
* what niches con eur city filtin the glebal or regional
economy?
® how does our city achieve this?

This vision needs to capture the imagination, and
hecome: the property of all key city stakeholders {com-
munities, unions, businesses). Only when they agree en
a vision for the city can city government begin to Fulki]
its role of moving the city in that direction, and begin to
formulate strategies and action plans,

effectively i runng g ciies with bud-
gets tigger than many South Alrican cor
porations and muany small countries” How
un part-lnne politerns provide the lead-
ership and viston regquired o be regronal and
elobad competitors” Are there any other
crties of the size of South Afrvica 8 farpest
metropoles that are governed m this way ™

W must fundamentally retinnk the way
i which our cities are governgd. The status and image of
focal polingins need 1o be rased 1 igh-calibre people are
o be mvolved 1 leading the country s large ciies. 1o we
need execulive mayors, for gxample?

7 Every city needs ...

Clites need to relocus not oaly ther policy priorites but also
ther reguIre ments.

First and foremost. eitwes will need Dedter wfermiations.
Hvery ety will need (o know what ils ceonomie base 1s, and
whether thes can be sustamed. 1 a city s losimg mdustry or

tobs inany sector, whal will replace tns? Where does the city

have w real or potential comparative advantaee, and how can
(s be realised and strengthened? What do people dislike
ot fike about the eny, and what can he done about this? What
can be fearnt Trom other cities elsewhere that are similar Lo
your own?

Ciues also noed what has been called soced imfrosirie
mre, Cities need the mstitutions and mechamsms that can
wark 1o bring ey stakeholders together e discuss the ety
and 1ts ceononuc future, Coaliton-huildimg and establishing
political consensus around economie development goals and
strategies are vitul, As Cisneros puts i, cres need the Tor-
maton of active public private leadeeship coatitions w gude
and promote locul cconomie development and achively seck
mclusiveness and collaboration, ™

Cities need veseenr and leadershap, City leaders can come
from a nwmber of difTerent parts of the ey (an elected polit-
e, a sentor olficial, o business or community leader). But
without such leadership it s very difficult to envisage any
wily achieving success.

Cines will need (o reassess thew approach Lo the funetens
of ey genvermment, Local government policy and officials thut
enable development are required. ity povernments nust play
a facilitaung role, an accountability role, a nudging, and push-
g role, They must dove the vision of the eity, and ensure
thiat apportunities are contmually created for private erizens
and thewr energy 1 contribute o the cily's growth.

8. Competitive interdependence

South Alrica s larpe cities share some important common
interests and coneerns:

® big cities need e assert then importance, so that both
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public and prvate leaders may become more aware of
how central they are 1o natonal obyectives:

® tny cies need (o gather iformation, assess new legis-
Lo and policy imbatives. and lobby collectively 1o
advance them interests with other levels of govermmuent:

® chies can support cach other o the inevitable political
struggle for the necessary powers and mfluence they will
need 1o become regronally and globally competitive;

& ctes can uselfully share experiences on how o focis cily
priorites aronnd ceononng development rather than the
previous emphasis on segregation and needs-driven phys-
il plaming; and

® nernattonally there are opporlenitics for common infor-
mation-gathering and marketmy strategies,
Appropriate orgamsational Terms are required to give

eifect w the common mieeests that the country™s hig cities

shire,

9 Business should think more about
cities

South African business has an mierest m the futwre of South
Aftiea s aities. National busimess leaders need to link urban
strategy (o ther macro-geonomie vision. Adll ther proposals
and wishes for the nutional ceconomy will have enormaous
impact on the cities. In e, the sueeess ol macro-eceonoms-
e reformy will be fundamentally influenced by how effee
tively our cites can compete as arenas for mvestment. The
Future of the cities 1 not merdental o busimess mterests, but
absolaely central to them,

[n every ey, husuness leaders need o strategise abot
the Teture of that place and how it alTects thea mierests, Busi-
ness has o enbical stake mn successiul ciies and wwns: ths
requires that local busimess {perhaps spurred on by head
olTice) play o leading role m promoting a laocal ety vision
and plan of action, National busmesses and busmess lead-
erg have an mierest ma sound nagonal urban policy, and an
approach that sces crues as the key arenas for macro-ceo-
nomic growth, Cines must move up the list ol prionties for
South Alnican busmess.

10. The rony of urban success - the
need for an urbamsatian strategy

One of the romes of urban development i an urbamsimg

country 15 that the betier you do, the more people will come

o the ernes, [low will South Afeica deal with urbamsation

anel 115 link with cross-border migration? The country urgent-

ly needs:

® aceurate nformaton on migtation patterns within South
Alrica (hetween provinees, between cittes and towns,
and rural/urban arcas) and across its borders;

& 4 objective, non-emotive, understuuling of the pelicy
implications of these migration trends and patterns: and

Cities and the global economy

® toomegrate s new miormation moe a nanonal arban
stritepy.

Giiven a solid fetual base of natonal wd migrregional
trends and dynannes, south Afnea can and must complenwent
ity focus on the Lrge caties waith;
® o growth stralegy Tor secondary cities:! o
® locus on develapimg the smadl wwns '™ and

® anellective rural development stmtegy, '™

CONCLUDING REMARKS

here are dangers and opportunitics associated with cities

role 1 the new global cconomy, Changes in technolo-
gy and elecommumeations mean that elements of produc
tion processes can be splitbetween different locanions. Thits
SWISSAL can maove all s back-up systems and duta pro-
cessmg, o India, The reasons Tor particular mdusies locat-
g i particilar places bave changed, For example, Johan-
nesburg s ity centre was once the only, und obvious, loca-
ton Tor tugh-level professional and inancial services, But
this 15 no lomger the case. and the ceononue eftects of this
new reality are seen i the ceonomie change and decline ol
the moer ey, No ity can alford to rest on its lawrels. No gy
should assume that the Tulure will be like the past

Citwes are the new arenas for global ccomonne activily
and competon, This has enormeous miplicaaons for how those
cilies are managed and governed, South Almcan cilies now
necd to choose ther pnorites through an coononne lens,

Improving the nnagement of cities and linking loga
urban manapement to cconomie development are vitalt for
copmg with the pressing problems of urban developrwent and
ol expanding ceononne activity. A new world order 18 emerg-
ing, slowly and often punfully, based on anmtegrided glob-
ab ceonony, 1015 stll only hall=fashioned. and many devel-
optig cotntres are only parhiadly engaged,

South Africa and its ciies are e Bie entrant 1o this emerp-
mg elobal ceononty. The temptation 1s for our cities (o become
prevceupted with basie survival strategies, because ol the
cnormous prablems facing them and because global com-
prtitiveness seems unallnable, The issue of strikimyg the cor-
rect balinee between mvestmg in compelitiveness and
redressing poverty s nudeed an important one, ‘The analyst
Sasksa Sassen s contention that there s mereased income dif-
lerentiation and economig polarsation i giobal cities must
be Trunkly confromed. !

The argument developed in this document, however, s
thal by developug strategies to heeome more competitive
the global ceonomy, South African cities will more readily
discover the means o cope with the urban challenge. As Kuan-
ter argues, the greatest threat to the viability ol communi-
ties 1 not globalisation but o retreat ito solatonsm and



prolectiomsm. ' Much evidence has been provided here that
logal Teaders 1n many regrons have leamt how (o turm mar-
ket Forees to therr advantage, and aggressively develop their
ccononues usmg that knowledge. ' Feonomie policy nn-
tatives should therefore be focused on the cioes, hecause 11
15 1 mapor ciues that ceonenug prowtl finds s naral place
withm the global cconomy. This will have national develop-
ment Impacts an tuem.

stratepies for global competitiveness include cities adopt-
mg anew style of action and an moovative approach W devel-
opment. They also involve far-reaching strategies Lo ereate
political stability and reduee erime and violence: establish
Fiscal discipline; and invest i traming and education, T such
stratepies, national, provincial and ity government have a
role to play. As w madter of urgency, matonal and provineal
sovernments need Lo create a context within wiich big city
governments, urban businesses and urban organisations can
waork topether (o ereate eries that thrive economically, tack
le poverty, and create environments m which people and firms
want to live and mvest.
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