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Preface

The publication of this book marks the end of one stage of the sup-
port and efforts that have been directed by the United Nations Uni-
versity (UNU) towards the phenomenon of mega-cities in the last two
decades of the twentieth century. The initiative of mounting research
projects on these cities began in October 1990, with a Symposium on
the Mega-city and the Future held in Tokyo co-sponsored by the
United Nations University and the Population Division of the United
Nations. This was followed by a number of multi-country projects
that focused on mega-cities and world cities in the major regions of
the developing world.
In order to carry this momentum one step further, the United

Nations University contributed to the Second United Nations Con-
ference on Human Settlements (Habitat II), held in Istanbul in June
1996, by taking stock of what had transpired in the regional projects
and by anticipating what the urban future might hold for the world. A
Pre-Habitat II Conference was held in Tokyo, on the theme of World
Cities and the Urban Future, on 23–25 August 1995. This conference
had the support not only of the United Nations University but also of
the Japan Habitat Society and the National Institute for Research
Administration (NIRA).

xv



At Habitat II, a UNU Panel on Globalization and the Urban
Future was organized on 7 June 1996, with the participation of five of
the contributing authors of this book. They presented some of the
major findings of the project. The Panel was chaired by Professor
Heitor Gurgulino de Souza, Rector of the United Nations University.
Dr. Wally N’Dow, Secretary-General of Habitat II, graced the Panel
with his presence and was presented with two volumes of the earlier
findings on mega-cities published by the UNU Press.
The papers in this volume originated from the Pre-Habitat II Con-

ference. They have since been revised and expanded. In completing
the task of editing this volume, we are grateful for the assistance
rendered by many individuals. First of all, in carrying out the sub-
stantive editing of the chapters, frequent communication between
Tokyo and Hong Kong was necessary. At the Tokyo end, thanks are
due to Jacob Park and Peter Marcotullio, Research Associates of the
United Nations University, for their efficiency and efforts. In actually
communicating with all the contributing authors, Daisy Chung, of
Shaw College at the Chinese University of Hong Kong, helped us by
carrying this additional load to her normal work with grace and devo-
tion. She was also responsible for transcribing the original papers,
by mastering different word processing formats and ensuring con-
sistency and accuracy in all the changes made. Joanna Lee, Research
Assistant of the Urban and Regional Development in Pacific Asia
Programme of the Hong Kong Institute of Asia-Pacific Studies of the
same university, was meticulous in proofreading and verifying refer-
ence materials. S. L. Too, of the Department of Geography, assisted
in redrawing most of the maps and figures.
Despite the convenience of the fax and the internet, communica-

tion with the contributors across the continents was not entirely easy.
We wish, none the less, to extend our appreciation to them for their
contribution to this project and for their meeting our requests for new
data and amendments with cooperation and forbearance. In addition,
we thank an anonymous referee for helpful comments, to which we
have responded as far as we could. We are responsible for any re-
maining errors and shortcomings.

The editors
Tokyo and Hong Kong
October 1997
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Introduction

Fu-chen Lo and Yue-man Yeung

The twentieth century is noted for humankind’s numerous cultural
advances and scientific achievements that have significantly changed
and improved the quality of life for people everywhere. Probably
nothing, however, can be compared with the speed of change since
the 1980s in how goods are manufactured, how people, ideas, and
capital travel, and how nations and cities perform their roles. The last
two decades of the twentieth century have witnessed fundamental
changes to our way of life, to our perception of our home, our work-
place, and the world, and indeed to our future.

Underlying much of the far-reaching transformation of our time
has been economic structural change on a global scale that has left
hardly a single person or a single nation untouched. This has been
accompanied by waves of technological innovation. These two ten-
dencies have been mutually reinforcing, such that the world has
become much more interdependent in its parts and globalization
processes of diverse kinds have been penetrating every nook and
corner of the world. These powerful and omnipresent changes have,
as well, seen the ascendancy of large cities, particularly mega-cities
and world cities, in the global political economy. Mega-cities are
simply very large cities by virtue of their population size and world
cities can be distinguished by the functions they perform in the new
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global economy. The present global economy is underpinned by a
functional world city system (Lo and Yeung, 1996).

The primary purpose of this volume is, within the context of global
economic restructuring, to survey how large cities in different parts
of the world have changed and reacted to the new challenges and
opportunities. This survey covers all the major regions of the world,
with the selection of several cities for more in-depth analysis and
illustration. It is recognized that cities are viewed in different ways
by authors in different geographical and socio-economic settings. For
example, ‘‘global city’’ is used synonymously with ‘‘world city,’’ and
within the world city rubric there may be shades of differentiation
between a world national city, a world regional city, and so on. Where
a world city is only in the making, such as Johannesburg, its inclusion
is primarily to highlight its process of becoming one. The sample of
individual large cities is selected from the developing regions of
Africa and Latin America, where problems of recent economic inte-
gration with the world economy have been especially acute. The
present book project may be seen as an extension of recent related
projects supported by the United Nations University (Fuchs et al.,
1994; Lo and Yeung, 1996; Gilbert, 1996; Radoki, 1997). In addition,
this volume takes one more step in reflecting on a number of key
issues that are likely to exert a paramount influence on large cities in
the future. These key issues will critically affect our urban future,
although the authors dwell more on the past and the present, with
implications for the future that can be readily drawn. The organiza-
tion of the chapters follows the simple structure that has been
adumbrated.

Trends of globalization

Since the 1980s the world economy has changed, rapidly and funda-
mentally, in its nature, operating modes, and relationships among
countries and cities. These changes have been driven by several
emerging mega-trends that have led to global structural adjustments.

First, a debt crisis emerged among the resource-exporting devel-
oping countries owing to the precipitous drop in the prices of primary
commodities and fuel in the early 1980s and the corresponding ad-
vances in material sciences leading to a sharp reduction in the use of
raw materials in manufacturing production. This created unprece-
dented difficulties for the developing countries, which have tradi-
tionally depended on the export of these products to finance their
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national development. Countries in Africa, whose export earnings
are dependent upon up to 90 per cent of these primary goods exports,
have been severely affected. They were, moreover, increasingly bur-
dened by fast-growing national debts. Similarly, South-East Asian
countries that had hitherto depended heavily on the export of pri-
mary products for their export income were adversely affected. They
were able to free themselves from the impasse because the period
fortuitously coincided with a phase of rapid manufacturing develop-
ment, propelled by Japan’s readiness to search for foreign locales to
decentralize its industrial plants and secure its competitive edge in
world markets in the wake of the Plaza Accord in 1985 (table 1.1).
That event caused the Japanese yen to double in value against the US
dollar almost overnight. This led to a massive flow of foreign direct
investment to the large cities and new industrial locations in South-
East Asia, but not to Africa and Latin America.

Table 1.1 Shares of manufacturing in GDP, 1970–1993

1970 1993 % change

USA 25 18 a �26:80
UK 33 25 �24:24
France 29b 22 �21:43
Germany 38 27 �28:95
Australia 24 15 �37:50
Japan 36 24 �33:33

Korea 21 29 38.10
Hong Kong 29 13 �55:17
Taiwan 35c 39c 11.40
Singapore 20 37 85.00

Malaysia 12 19d 58.33
Indonesia 10 22 120.00
Thailand 16 28 75.00
Philippines 25 24 �4:00

China 30 38 26.67

Argentina 32 20 �37:50
Brazil 29 20 �31:03
Mexico 22 20 �9:09

Source: World Bank, World Development Report, 1995.

a. 1991 figure, from Survey of Current Business, 1993.

b. 1965 figure.

c. Share of industry in GDP, from Asian Development Outlook, 1994.

d. 1985 figure.
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Secondly, the relative decline in traditional raw materials in manu-
facturing has been accompanied by a commensurate increase in the
importance of capital, especially transnational capital, as a determi-
nant in economic development. Nations and cities are in the race for
foreign direct investment (FDI). Transnational corporations, on the
other hand, are basing their decisions on the selection of locations for
investment largely on the comparative advantage of factors of pro-
duction, namely, land, labour, and capital.

In the 1990s, the inflow of FDI from mostly America and Europe,
accompanied by new technologies, increased its momentum in the
Asia Pacific region. This has further intensified the structural inter-
dependency of the world economy, linking cities in Europe, North
America, and Asia. The movement of FDI has also strengthened the
structural interdependency of production and marketing in cross-
country linkages of city networks.

Thirdly, a key factor that has permitted breathtaking changes since
the early 1980s has been technological innovations. Rapid advances
in micro-electronics, telecommunications, robotics, biotechnology,
and new materials have come in rapid succession in developed coun-
tries and selected newly industrializing economies. All these are, by
nature, resource saving and reinforce the relative decline in material
inputs in manufactured products mentioned above. Increasingly, the
world economy is facilitated by the new information technologies, in
which ideas, capital, and people move rapidly and in large numbers
(Lo, 1994).

The impact of these mega-trends has varied within the different
regions of the world. The traditional factors affecting the location
decisions of industry have been greatly weakened and they have been
superseded by new considerations of access to information through
the latest technologies, the availability of capital, and changing com-
parative advantage. The location of industry is now based on a flexible
mode of production at convenient points on information highways,
challenging the Fordist techno-economic paradigm that dominated
manufacturing before the 1980s (Lo, 1994). The rise of the information
economy has the effect of lessening the importance of boundaries,
including national boundaries – so much so that a borderless global
economy has emerged (Ohmae, 1990). In other words, telematics and
globalization have neutralized place and distance. The geography of
globalization is characterized by a dynamic of dispersal and central-
ization (Saskia Sassen, chap. 14 in this volume). There is a new
geography of rapid development and of marginality (Salah El-
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Shakhs, chap. 10), highly conditioned by new information technol-
ogies, service intensity, and new kinds of spatial correlates. New
forms of centrality are constituted by electronically generated spaces.
Cities have emerged as elevated economic entities by virtue of their
heightened centrality. Consequently, at the national and international
levels there is keener competition among cities and, at the city level,
intrametropolitan decentralization, first of residences, then jobs,
occurs (Peter Hall, chap. 2). Specifically in North America, economic
trends experienced globally affect intrametropolitan distribution of
activities, including the shift towards services, the pull of an increas-
ingly suburbanized labour force, the diffusion of agglomeration econ-
omies, and the effect of changes in the level of congestion. All this has
resulted in firms being more footloose than ever (Peter Gordon and
Harry W. Richardson, chap. 4). Increased economic and cultural
polarization within world (or global) cities has also been observed
(Sassen, 1991; Yeung, 1996).

The new dynamics of global production and changing comparative
advantage have been conducive to the formation of regional trading
blocs. Essentially, the present world economy is dominated by three
trading blocs, namely the North American Free Trade Area, the
European Union, and the loosely structured Pacific Asia entity.
Together, they accounted in 1995 for 84.5 per cent of the world’s
GDP. It is clear that they form, by and large, more integrated regions
of sustained development, although country and city economies
within Western Europe and North America have been undergoing
basic restructuring. Blue-collar jobs have been lost rapidly in such
cities as Detroit, Pittsburgh, Manchester, Liverpool, Belfast, and
Naples. OECD countries have adjusted their economies, such that
between 60 and 70 per cent of their GDP is derived from the service
sector (table 1.2). By contrast, the Western Pacific Rim has emerged
as the fasting-growing region, supported by expansion of the manu-
facturing sector. The countries within it are at different stages of
economic development and are able to capitalize on their varied
factor endowments for effective complementarity and cooperative
development for industrialization. A so-called ‘‘flying geese’’ pattern
of industrialization has been noted for light manufactured goods,
involving the staged development of Japan, the Asian newly indus-
trializing economies (NIEs) of Hong Kong, South Korea, Singapore,
and Taiwan (otherwise known as the Four Little Dragons), the
countries of the Association of South-East Asian Nations (ASEAN),
and China. One expression of rapid economic development has been
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the formation of urban corridors and growth triangles, which are
highlighted by Sang-chuel Choe (chap. 7).

Uneven development has been an inevitable outcome of the new
global economy. Regions, countries, and cities that are not heavily
crossed by cyber-routes and digital highways are not active partic-
ipants in the evolving patterns of development. In fact, for most of
the period since 1980, countries in Africa and Latin America have
been undergoing a painful process of structural adjustment under the
twin burden of falling commodity prices and accumulating national
debts. Alan Gilbert (chap. 8) has portrayed the situation in Latin
America. He maintains that the debt crisis that has befallen most
countries in the region would not have occurred without financial
globalization. The Mexican financial crisis in December 1994 turned
a paragon of economic success into a basket case overnight. The
Mexican crisis poignantly reveals the economic and social volatility of
economic globalization. It has also deepened economic inequality
and social polarization. However, the upshot of a period of economic
stagnation and social protest has prompted several countries in the
region to seek a new path of rapid economic development. They
have pursued export-oriented industrialization very much along the
lines of the Asian NIEs. This provides a more positive prospect for
the future.

Of all the regions, Africa appears to have been most adversely
affected by processes of globalization. Notwithstanding the euphoric
expectations of rapid development following the wave of indepen-
dence movements in the 1950s and the 1960s, the disenchantment
began to be felt in the 1970s. By the 1980s, most African countries

Table 1.2 Shares of service sector in GDP, 1970–1993

1970 1993 % change

USA 63 75a 19.05
UK 52 65 25.00
France 52b 69 32.69
Germany 47 61 29.79
Australia 55 67 21.82
Japan 47 57 21.28
Canada 59 71 20.34
Italy 51 65 27.45

Source: World Bank, World Development Report, 1995.

a. 1991 figure, from Survey of Current Business, 1993.

b. 1965 figure.

Introduction

6



were badly hit economically by the sharp fall in commodity prices.
Historically, they have evolved a relationship with the world econ-
omy by depending on export earnings from primary products for
more than 90 per cent of their GDP. By 1990, national debts in Afri-
can countries became the heaviest among developing countries, as
measured in relation to exports of goods and GDP. The structural
adjustment programmes administered by the International Monetary
Fund and the World Bank in fact created more immediate difficulties,
despite their good intentions. The sub-Saharan countries have been
most seriously affected by widespread poverty and economic stagna-
tion. Globalization has thus failed to generate positive impulses in
Africa; rather, it tends to marginalize the competitive edge of African
countries, leading Carole Rakodi (chap. 12) to conclude that no
world cities as yet exist on that continent.

Mega-cities and world cities

Although great cities emerged as a global phenomenon in the nine-
teenth century, attracting scholarly attention (Weber, 1899), the world
of large cities grew ever more strongly as the twentieth century pro-
ceeded. In the 1960s, some scholars portrayed the future metropolis
of man-made environments. At the beginning of the twentieth cen-
tury, there were only 11 cities with over a million inhabitants. By
the year 2000, it has been projected that the world will have 400
‘‘million’’ cities.

In the twentieth century, one of the most striking phenomena is not
just the rapid growth of population and of cities in developing coun-
tries since 1945, but the rise of very large cities, or mega-cities, in these
countries since 1975. Mega-cities are defined as those with populations
exceeding 8 million, following the United Nations definition (Chen
and Heligman, 1994). By 1990, 14 mega-cities were located in de-
veloping countries, as opposed to 6 in more developed countries
(counting Moscow in Russia). Within the developing world, the level
of urbanization and the size of urban population vary sharply among
the major regions. In 1994, there were 1,653 million urban dwellers
in developing countries, at a level of urbanization of 37.0 per cent.
Africa was the least urbanized at 32.4 per cent, with a total urban
population of 240 million. Latin America reached an exceedingly
high level of urbanization at 73.7 per cent, with 349 million urban
dwellers. Asia was slightly above Africa at 33.4 per cent urbanized,
but its urban population was huge at 1,064 million (United Nations,
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1995: 23). In Asia, age-old agricultural practices oriented to food
production have been holding population in the rural areas, but the
situation is apparently changing fast.

Take the extreme example of China. Temporary migration of
population towards the coastal cities, largely since 1984 when popu-
lation migration controls relaxed as a feature of economic reforms,
had already reached an estimated total of 70 million in 1988 (Li and
Hu, 1991). The potential is even more staggering when one notes the
estimated rural labour force of 450 million, with 300 million likely
to leave the rural areas for lack of jobs by 2000 (Shen and Zhang,
1985: 75). Looked at from this perspective, it is vitally important
to improve population-holding capacities in the rural areas in Asia,
and hence the importance of such concepts as extended metropolitan
regions (Ginsburg et al., 1991; McGee and Robinson, 1995). Indeed,
rural–urban relations have undergone visible and substantive change
as a result of globalization. Space–time collapse has resulted from
transactional space change. Globalization processes at first affect the
cities, then economic interactions, population mobility, and remit-
tances radiate influences to as far as 150 km in the rural areas in Asia.
The ‘‘new’’ rural–urban dynamics have blurred the traditional rural–
urban divide, whereby people, commodities, and capital move ever
more freely and imperceptibly than before (T. G. McGee, chap. 17).
What is unquestioned is that Asia is still, on the whole, in the early
stages of the urban transition. However, in parallel with rapid eco-
nomic development in this region, a massive rural-to-urban migration
is emerging as a mighty trend. Asia’s present mega-cities are not
simply big; they mirror a telescoped process of urbanization.

Because of the growing number of mega-cities that have mush-
roomed in developing countries, city governments have to contend
with a host of problems, which have attracted scholars and policy
makers. Because most of these cities are also hamstrung by limited
financial and other resources, issues such as urban poverty, lack
of jobs, governance, crime, and the environment have overwhelmed
many of their administrators. At least increasing international
resources and attention have been focused on them in recent years
(Fuchs et al., 1994; Stren and Bell, 1995; Yeung, 1997).

In the present era of globalization, certain mega-cities are at a
particularly sensitive stage of transition. Johannesburg, for one, is still
in the delicate state of metamorphosis, after South Africa became a
new multiracial country in 1994, into a city that can reflect the aspi-
rations of a new nation. As Keith Beavon (chap. 13) has portrayed,
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the transition is difficult and incomplete. Downtown Johannesburg,
despite its well-built infrastructure, is not yet redeveloped as a finan-
cial and commercial hub because crime and racial rivalries have
driven business elsewhere. If there are one or two cities that have
the greatest potential of becoming world cities in Africa, they are
Johannesburg and Cairo.

Another strand of sensitivity is involved in dealing with Islamic
cities. Muslims account for one-fifth of the world’s people, and 7 of
the 30 largest cities in the world are located in Muslim countries.
Cairo, for example, is a pre-eminent Islamic city with a population
of 12 million in 1994. For centuries, it has been the crossroads
for trade and commerce in the Arab world and a crucible of civic
and religious conflicts. Public policy has to tread a tightrope between
tradition and modernity. If globalization influences are to be incor-
porated into Cairo’s daily life, the indigenous values of its people
must be fully taken into consideration (Mahmoud Yousry et al.,
chap. 11).

Salah El-Shakhs and Ellen Shoshkes (chap. 10) further argue that
Islamic cities are distinct in a special way: they bear the imprint of
modernization, Westernization, and globalization. In addition to
Cairo, he chooses Istanbul and Tehran as case-studies and shows how
local responses in those cities have been made to global economic
restructuring. There is little doubt that globalization has sharpened
the basic conflicts between the old and the new, secularism and reli-
gion, the West and the East, the haves and the have-nots. One out-
come of rising inequities is for the rich to create their own basic
services under schemes of privatization. Essentially, the rich and the
poor are building their own environment. This may sow the seeds of
possible future confrontation.

Although mega-cities have become a global phenomenon and have
acquired national importance in the countries in which they are
located, there is another class of cities that are critical to the new
global economy. These are called world cities or global cities, because
they perform certain functions that differentiate them from others
and that help drive the global economy. In a recent book, Lo and
Yeung (1996) have developed the concept of the functional world city
system, which began to grow and network countries in the world
through trade and commerce in the thirteenth century. However, it is
primarily since the 1980s, when globalization processes gathered
momentum in a new international division of labour, that world cities
have come to the fore.
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One key element of the functional world city system is that new
networks and linkages are created in the system and world cities are
at the points of convergence of these networks and thus acquire
growing centrality and importance. Network functions are engen-
dered through financial flows, headquarter–branch relations, high-
tech service intensity, and telecommunications networks. The new
wave of technologies since the late 1980s in electronics, robotics, tele-
communications, new materials, and biotechnology has given rise to a
new technology paradigm that accentuates the role of world cities
(Lo, 1994). Innovation and continuous technological change are used
to create new growth markets as demand for outdated products
declines. The commercialization of many more innovations based on
this new techno-economic paradigm awaits the economic incentives
to create new mega-demands. According to UN sources, it is esti-
mated that the potential from information technology will increase 10
times more in the 1990s than in recent decades. It should be noted
that the Asian NIEs have been investing heavily in high-technology
industries in recent years and are beginning to take a growing share
of world trade.

World cities are extremely complex but constitute, historically,
points of international articulation. Consequently, in the present era
of large-scale and rapid exchange of goods, people, and ideas, the
importance of ports, airports, and teleports (indeed infrastructure as
a whole) cannot be overemphasized. In order to prepare a world city
to perform the functions it is supposed to discharge, there is a need
for cities to plan, invest, and carry out a process that may be briefly
described as world city formation. Many of the world cities in Pacific
Asia have spared no effort and expense to do precisely this, so that
they are better prepared for the continued rapid economic growth that
has been forecast for this region in the twenty-first century (Yue-man
Yeung and Fu-chen Lo, chap. 6). Tokyo, for instance, has emerged as
a dominant world city since the 1980s. It has been actively reaching
out to Asia and beyond through joint ventures and direct foreign
investment through scanning of global markets and technologies by
its transnational corporations (Masahiko Honjo, chap. 5).

As linkages of cities assume greater importance, there is increasing
tension and competition between them within countries and regions.
Certainly, in many European cities there is concern about the trade-
off between efficiency and equity. Two metaphors are commonly used
to depict the relation of cities in Europe. On the one hand they are
likened to grapes, which captures the essence of multicentrality, but
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leaves out the sense of spatial polarization or the centre of power.
Alternatively, European cities have been compared to a bunch of
bananas, whereby the sense of centrality is vividly conveyed (Klaus
Kunzmann, chap. 3).

One of the effects of globalization on world cities is rapidly growing
social and economic polarization. This impact, as alluded to before, is
most pronounced in mega-cities in Latin America. Rio de Janeiro is a
world city that has suffered through economic recession and a wave
of social unrest. However, it still has some specialized financial ser-
vices with which the city has maintained its comparative advantage.
Given that the revenue base of the city is constrained and circum-
scribed, social infrastructure investment appears to be an avenue by
which the urban poor can be materially assisted (Hamilton Tolosa,
chap. 9).

The urban future

Cities have always been centres of civilization and vitality that have
through the years led to human progress and material and scientific
advances. As the twenty-first century is about to dawn, mega-cities
and world cities, the focus of this volume, are no different in their
nature and character. The processes they are subjected to, however,
are different. Whatever the outcomes of these processes, the urban
future of humankind will be much influenced by them.

The single most important factor that will bear heavily on the
future of mega-cities in developing countries is overall population
growth and the related extent of rural–urban migration. This issue
should be viewed against the backdrop of the world population being
estimated to be more urban than rural in the early years of the
twenty-first century and more heavily concentrated in developing
countries. The inexorable growth of population in these countries is
already difficult to deal with because of their often large population
base, but the prospect of sizeable rural–urban migration will create
problems of gargantuan proportions. As noted earlier, the urban
population share for most countries in Asia and Africa is only 30–40
per cent. Any major shift of population from the rural areas will play
havoc in the cities in unimaginable ways.

One potentially critical problem already being faced by some
mega-cities is food supply. Hal Kane (chap. 18) has called attention
to the continual decline in cropland per capita relative to population
growth. Increased production in food grains as a result of improved
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seeds and fertilizer use has fallen off since 1984. Biotechnology is not
likely to provide any agricultural panacea and no scientific break-
through comparable to the green revolution of the 1960s is in sight.
What is more, with rapidly modernizing and developing countries
such as China changing their food habits and losing their arable land,
the implications in terms of a dwindling supply of grain to feed their
cities are serious and must be confronted. Overall, the world popula-
tion must be able to stabilize at a certain level such that sustainable
development can be achieved. It is expected that the world popula-
tion will be over 10 billion by the year 2050, allowing modest growth
from the 1995 figure of 5.68 billion.

Given their hypermobility in capital, ideas, and people, large cities
of the future will perforce be centres of transport, telecommunications,
and increasing connectivities. Peter Rimmer (chap. 16) has identified
city networks that are connected to freight, telecommunications, and
air passengers. By 2010, the 25 largest urban agglomerations will have
a population of more than 10 million each and, as such, improved
access by transport and telecommunications will be vital. Improved
city networks should be a general target and should be premised by
three principles: planned inter-city division of labour, strengthening
of the comparative advantage of individual cities, and greater co-
operation and synergy among cities.

Finally, the sustainability and stability of the urban future depend
on, among other things, one key factor that figures very prominently
in the present global economy – the financial flows around the world
and their effect on the regional, national, and subnational economies.
In this respect, the importance of world cities as financial centres
merits careful analysis. Indeed, David Meyer (chap. 15) demonstrates
the rapid expansion of international finance, reflecting the growth in
exports and imports of commodities in the period 1970–1992. Finan-
cial intermediaries have grown in tandem and have faced up to com-
petition in different ways. Thus, the keenest competition among
financial centres is over acquiring the world regional and branch
offices of global intermediaries. All these new developments will be
important trends in world city formation for years to come.
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Part 1
Regional surveys and selected
world cities





2

Globalization and the
world cities

Peter Hall

World cities are not a new phenomenon. Patrick Geddes recognized
them and defined them as long ago as 1915, in a book that has be-
come a classic of the planning literature, Cities in Evolution (Geddes,
1915). And some 30 years ago I published a book entitled The World

Cities (Hall, 1966), defining them in terms of multiple roles: they were
centres of political power, both national and international, and of the
organizations related to government; centres of national and inter-
national trade, acting as entrepôts for their countries and sometimes
for neighbouring countries also; hence, centres of banking, insurance,
and related financial services; centres of advanced professional activ-
ity of all kinds, in medicine, in law, in higher learning, and the appli-
cation of scientific knowledge to technology; centres of information
gathering and diffusion, through publishing and the mass media;
centres of conspicuous consumption, both of luxury goods for the
minority and of mass-produced goods for the multitude; and centres
of arts, culture, and entertainment, and of the ancillary activities that
catered for them. And, I argued, these kinds of activities tended to
grow in importance; so, in the twentieth century, the world cities went
from strength to strength: even as they shed some kinds of activity,
from routine manufacturing to routine paper-processing, so they took
on new functions and added to existing ones.
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This definition, I would argue, still applies 30 years later. But it
does need amplification and modification, because of the phenom-
enon of globalization and its impact on the urban system, coupled
with what can be called the informationalization of the economy – the
progressive shift of advanced economies from goods production to
information handling, whereby the great majority of the workforce
no longer deal with material outputs. John Friedmann was the first to
suggest this relationship to a global hierarchy, in which London, New
York, and Tokyo are ‘‘global financial articulations,’’ Miami, Los
Angeles, Frankfurt, Amsterdam, and Singapore are ‘‘multinational
articulations,’’ and Paris, Zurich, Madrid, Mexico City, São Paulo,
Seoul, and Sydney are ‘‘important national articulations,’’ all forming
a ‘‘network’’ (Friedmann, 1986; Friedmann and Wolff, 1982; Smith
and Timberlake, 1995: 294). Manuel Castells (1989) has characterized
this as the fundamental economic shift of the present era, as momen-
tous as the shift from an agrarian to an industrial economy in the
eighteenth and nineteenth centuries. The process was already recog-
nized half a century ago (Clark, 1940); by the 1980s, 30–40 per cent of
the workforce in advanced countries were engaged in informational
industries. Some argue that these activities still depend on production
(Gershuny and Miles, 1983; Cohen and Zysman, 1987); but evidently,
as the combined effect of globalization and informationalization, the
production of services becomes increasingly disarticulated from pro-
duction itself. As Saskia Sassen (1991) has put it:

The spatial dispersion of production, including its internationalization, has
contributed to the growth of centralized service nodes for the management
and regulation of the new space economy . . . To a considerable extent, the
weight of economic activity over the last fifteen years has shifted from pro-
duction places such as Detroit and Manchester, to centers of finance and
highly specialized services.

Thus, as production disperses worldwide, services increasingly
concentrate into a relatively few trading cities, both the well-known
‘‘global cities’’ and a second rung of about 20 cities immediately
below these, which we can distinguish as ‘‘sub-global.’’ These cities
are centres for financial services (banking, insurance) and head-
quarters of major production companies; most are also seats of the
major world-power governments (King, 1990; Sassen, 1991). They
attract specialized business services such as commercial law and
accountancy, advertising and public relations services, and legal ser-
vices, themselves increasingly globalized and related to controlling
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headquarters locations. In turn, this clustering attracts business tour-
ism and real estate functions; business tourism allies with leisure
tourism because both are in part drawn to these cities because of
their cultural reputations, with effects on the transportation, commu-
nication, personal services, and entertainment and cultural sectors.
There is intense competition between cities both at a given level in
the hierarchy and also between levels in the hierarchy; however,
there is also a great deal of historic inertia.
Further, these informational industries locate in order to gain

access to their central raw material and information. To understand
the significance, we need to understand how the informationalization
of the economy has occurred.

Long waves of development and the growth of the
information economy

More than 50 years ago, in his book Business Cycles, Joseph Schum-
peter (1939) borrowed and interpreted the theory of the early Soviet
economist Nikolai Kondratieff: that, throughout its history, the
capitalist economy had shown a profound and regular tendency
to develop in long waves of some 50 years’ duration. Specifically,
Schumpeter argued that the Kondratieff waves were 57 years long
and that shorter cycles, such as the familiar business cycle of 9 years’
duration, nested within them. But, of equal importance, he produced
evidence that each Kondratieff wave was technology driven: the
starting-point was a bunched series of innovations, the ‘‘carrying out
of new combinations,’’ whether in technology or in industrial organi-
zation, that generated new industrial complexes: cotton textiles, coal,
iron, and steam in the first Kondratieff (1785–1842), Bessemer steel,
railways and steamships, and machine tools in the second (1843–
1897), cars, electrical goods, and chemicals in the third (1898–1954).
Each of these bunches of innovation would come in a period of
recession at the end of a Kondratieff wave, when the industries of the
previous wave had in effect saturated the market – as in the subtitle
of the book by the German economist Gerhard Mensch (1979),
‘‘Innovations overcome the Depression.’’ Mensch, reinterpreting
Schumpeter, argued that such innovation peaks could indeed be
precisely dated: in 1764, 1825, 1881, and 1935. He claimed that the
process was a regular one (though with a complex periodicity, be-
cause the waves themselves shortened progressively); thus, the next
innovation wave would come in 1987.

Globalization and the world cities
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Ever since the first appearance of Business Cycles, the notion of
the Kondratieff waves has excited huge controversy, some observers
denying their existence or arguing for alternative cyclical schemes,
others reaffirming their validity. An important contribution, from the
geographer Brian Berry (1991), argues that they are systematically
related to the construction waves first identified by Simon Kuznets as
an alternative to the Kondratieff cycles, and that these are related to
major transport investments, which in turn shape urban growth gen-
erally. This is highly persuasive; it suggests that economists generally
have ignored the effects of transportation innovations, though one
distinguished economist, Colin Clark (1957, 1967), certainly did not.
Certainly, each long wave seems to have been associated with a dis-
tinct advance in transportation technology: the first with turnpike
roads and mail coaches, the second with the first long-distance rail-
ways and steamships, the third with subways, electric commuter rail-
ways and tramways, and motor buses and airplanes, and the fourth
with cars, expressways, and jet airplanes. And, quite apart from their
fundamental role in influencing patterns of world trade and move-
ments of people on business, each of these revolutions – at any rate,
from the second Kondratieff onward – just as profoundly helped
shape the subsequent growth of cities.
If the relationship of the Kondratieff waves and transport invest-

ment had been underplayed before Berry’s work, the relationship
to information technology seems to have been ignored almost com-
pletely. Yet it is evident enough. As revealed in the path-breaking
work of the Canadian scholar Harold Innis, and of others who have
worked in the same tradition, there were momentous achievements in
information technology before capitalism: notably, the discovery of
papyrus by the ancient Egyptians, of cuneiform and hieroglyphic
scripts by the ancient Babylonians and Assyrians, of the alphabet by
the ancient Greeks, of paper by the ancient Chinese, and of printing
during the Renaissance (Innis, 1950, 1951; Crowley and Heyer, 1991).
But after 1800 the innovations become distinctly cyclical, and each is
clearly related to a Kondratieff wave: photography, the electric tele-
graph, the penny post, and Pitman’s shorthand at the start of the
second Kondratieff; the typewriter, telephone, phonograph, duplicat-
ing machine, linotype, high-speed press, cinematography, and radio
at the start of the third; television, the photocopier, tape recording for
sound and then pictures, and the computer at the start of the fourth;
and, very evidently coming out of Mensch’s innovation peak of the
1980s, networked computers, multimedia, and convergent informa-

Regional surveys and selected world cities

20



tion technology without doubt being the basis of the fifth Kondratieff
long wave, which can be expected to begin its upward phase some-
time around the end of the first decade of the twenty-first century.
A significant feature can of course be noticed: with each successive

Kondratieff, the information content of the innovation wave becomes
more and more pronounced. In the first Kondratieff, it was negligible:
the only contribution was indirect, through transport technology in
the form of the turnpike roads and the fast mail coach, which signif-
icantly speeded the exchange of letters. In the second, as well as
transport technology in the form of the railway and the steamship,
came the significant innovation of the electric telegraph, for the first
time (experiments in semaphore and similar telegraphy apart) effec-
tively separating the message from the human carrier. The third
Kondratieff saw one of the greatest bursts of information technology
innovation; yet oddly, since electrical generation and transmission
were also an outcome of this innovation wave, most of the innova-
tions were not electrical but mechanical in character. The real mar-
riage of electricity and information through electronics had to await
the fourth Kondratieff just after World War II, though of course the
innovations themselves were made before and during the war. And in
this wave, though there were also significant developments in trans-
port technology (for instance, the jet engine), the fundamental inno-
vations were informational. Information for the first time drove the
economy, both through innovations in production technology (the
computer, the copying machine) and also through developments in
consumer technology (the transistor radio, the television, audio and
video recording). The fifth wave will undoubtedly see the effective
convergence of these technologies into one, which will have the
interesting characteristic of being simultaneously a producer and a
consumer technology in a way that no previous technology has been.
The historical background is important, because – though the

informational economy is still everywhere dominant – information is
still communicated in two different ways: by direct face-to-face com-
munication or by electronic transfer. Face-to-face communication, as
long ago recognized, encourages agglomeration in the global cities,
because of their historically strong concentrations of information-
gathering and information-exchanging activities and their position as
nodes for national and international movement, especially by air and
now also high-speed train (Hall, 1991, 1992a, 1992b, 1993). And this
is fortified by the remarkable recent growth of the arts, culture, and
entertainment sector, where, for instance, employment grew by 20
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per cent in London during the 1980s (Kennedy, 1991), with further
indirect impacts on associated personal services including hotels, res-
taurants, and bars. This group, too, clusters within the urban core and
is subject to considerable locational inertia; but this can be modified
by revitalization projects such as London’s South Bank and Barbican,
or the Grands Projets in Paris.
However, it was never feasible to operate an informational econ-

omy simply on the basis of dense agglomeration. Even at the end of
the Middle Ages, Florentine bankers were engaged in dense net-
works of activity between the major cities of Europe and into the Far
East. And, as global activity increased under capitalism, so transport
networks multiplied in the form of railway systems and steamship
lines. During the nineteenth century, the growth of global cities such
as London, New York, and Tokyo was supported by their position as
centres of national rail networks and of international steamship lines
(though the latter might operate through subsidiary ports connected
by railways, such as Liverpool and then Southampton for London,
Le Havre for Paris, Hamburg for Berlin, or Yokohama for Tokyo).
Then, to some extent in the inter-war period but overwhelmingly
after it, air travel supplanted trains and ships for all intercontinental
business travel and a substantial proportion of local inter-city travel
over a certain threshold (typically about 300 km). Since this revolu-
tion, which was more or less complete by the end of the 1950s, the
technology of air travel has remained remarkably stable, though
increases in size and range of aircraft have had a significant impact
in eliminating the need for intermediate stops on long-haul flights,
with some notable urban impacts – particularly over the Pacific, the
world’s largest ocean (O’Connor, 1995). Recent studies of the inter-
connectivity of cities by air suggest that London is top, followed
by Paris, New York, and Tokyo (Smith and Timberlake, 1995: 298;
Cattan, 1995: 304–308).
The really new element, constituting a further transport revolution

of profound significance, has been the arrival of the high-speed train,
first in Japan in 1964 (and thus a fourth Kondratieff technology), then
in Europe in the 1970s and 1980s. Experience shows that it competes
effectively with air transportation in the range up to about 700 km,
and may supplant it for much shorter-distance traffic between major
urban centres, particularly if these centres are disposed in axial or
corridor fashion (as is the case, for instance, on the Tokaido corridor
in Japan between Tokyo and Osaka, or in Europe between Paris,
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Lyon, and Marseilles, or between Hamburg, Hanover, Frankfurt,
Stuttgart, and Munich, or more recently between London, Paris, and
Brussels). The significance of the trains is not merely that they com-
pete effectively, but that they are likely to alter the delicate geo-
graphical balance within metropolitan areas: with the exception of
some services deliberately designed to interconnect with longer-
distance air routes (as for instance through Paris Charles de Gaulle),
they essentially connect traditional central business districts, and thus
powerfully help to correct any tendency on the part of business to
migrate from these centres to suburban locations close to the air-
ports – a trend long observed in the United States but now becom-
ing evident in Europe too, in developments around London Heath-
row, Paris Charles de Gaulle, Amsterdam Schiphol, or Stockholm
Arlanda.
Electronic communication, it is often argued, works in the opposite

direction, as an agent of dispersal: as telecommunications costs drop
dramatically, informational activities should be free to locate away
from the old central locations. Not only can they migrate to lower-
cost back offices in the outer suburbs – a tendency observable world-
wide in such concentrations as Greenwich (Connecticut) and the
New Jersey ‘‘Zip Strip,’’ or Reading west of London, or the Paris
New Towns, or Omiya and Kawasaki outside Tokyo; they may also
migrate to quite distant provincial cities offering even greater savings
in rents and salaries, such as the new financial centres of Bristol or
Leeds in England, or such locations as Salt Lake City or Omaha
(Nebraska) in the United States. Eventually, there is always the
prospect that some such activities can be transferred to even lower-
cost offshore locations, as has happened with so much manufacturing.
But there are limits: telecommunications are not costless, and (unlike
the traditional arrangements with mail) the costs are not uniform
regardless of distance; world cities create their own demand for state-
of-the-art telecommunications services (such as all-digital systems);
linguistic and cultural boundaries, especially in Europe, create power-
ful barriers to the transfer of any activity based on direct voice com-
munication, whether direct telephone sale of insurance or inter-
national television transmission. Even in Europe, studies show that
the diffusion of advanced information technology is far more rapid
in the largest metropolitan regions than elsewhere (Goddard and
Gillespie, 1987; Batty, 1988). And so, as the informational economy
grows, the largest global cities retain their key role.
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The urban consequences: A global urban hierarchy?

The urban consequences can be treated at two separate though
related levels: first, the national and international urban system, and
the competition among cities at different levels of this system; second,
the internal impacts on activity and land-use patterns within each
metropolitan area.
It is now a familiar point that cities increasingly tend to compete

and to market themselves as attractive locations for inward invest-
ment. However, in this they are obviously constrained by a sense of
realism as to possibilities. It is useful conceptually to distinguish three
levels of city: international or global; a category that we can term sub-
global, especially prevalent in Europe; and regional.
The global cities have already been defined and need not detain us:

they are cities whose business consists mainly in the production of
specialized informational services, such as financial services, media
services, educational and health services, and tourism including busi-
ness tourism; but, following the central place schema laid down by
Walter Christaller in the 1930s, they also perform lower-order func-
tions for more restricted areas, notably at the national level. They
lost certain functions during the 1970s and 1980s, either to their
own peripheries or to overseas; consequently, they have exhibited the
paradox of substantial job losses in traditional sectors such as manu-
facturing, goods-handling, and routine services, and large gains in
others such as financial services and specialized business services. A
major question in the 1990s is whether they are now exhibiting
equally large losses of these latter functions also; certainly there have
been substantial reductions in employment in both London and
New York, in both cases accompanied by out-movements to other
locations.
The most interesting question concerns the relationship between

the global cities and the next level in the hierarchy, above all in
Europe. Here, the only indisputably global cities are London and,
perhaps, Paris; below this level is a rich array of national capital cities
– Amsterdam, Brussels, Copenhagen, Stockholm, Oslo, Bonn/Berlin,
Vienna, Prague, Budapest, Warsaw, Rome, Madrid, Lisbon, Dublin –
as well as a number of rather special commercial cities that effectively
perform as commercial or cultural capitals, such as Barcelona, Milan,
Zurich, Geneva, and Frankfurt. These try to compete with the global
cities, to some real effect in specialized sectors, such as Brussels,
Rome, and Geneva for government, Frankfurt and Zurich for
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banking, or Milan for design. Similar functions are performed by a
very few American cities in relation to New York: Washington for
government, Chicago and San Francisco for financial services, Los
Angeles for culture and entertainment. In Japan, Osaka performs a
similar role in relation to Tokyo, especially as a trade centre. Here,
however, because of the long political and economic union and
homogenization of the country concerned, the regional cities perform
a smaller role than their European equivalents. A major question for
Europe, therefore, is whether the Single Market and the impacts of
the Maastricht treaty will progressively assist the higher-order cities
at the expense of the lower national-order ones. Related to this is the
question whether cities with a distinct function within the European
Union – Brussels, Luxembourg, and Frankfurt – will increasingly
assert their role at the expense of London and, to some extent, Paris.
This is an open question; but it should be noticed that the Euro-cities
form a tight inner circle surrounded by a wider group of national
capitals – London, Paris, and Amsterdam – all within convenient
radius for face-to-face contact by air and, increasingly, by high-speed
train (which, on present plans, should connect all of them by approx-
imately 2010). So it seems certain that they will constitute an effective
central core of the European urban system, connected by air services
to a number of key regional cities that form an outer ring some 500–
700 km distant: Copenhagen, Berlin, Vienna, Zurich, Milan, Madrid,
Dublin, Edinburgh.
Rather confusingly, with a typical population range of 500,000 to 4

million, the national capitals and commercial capitals overlap in size
with the major provincial capitals of the larger European nation-
states (Manchester and Birmingham, Lyon and Marseilles, Hanover
and Stuttgart, Florence and Naples, Seville and Valencia). These
typically serve as administrative and higher-level service centres for
prosperous mixed urban–rural regions, and have shown considerable
dynamism even while they too have lost traditional manufacturing
and goods-handling functions. Similar functions, of course, are per-
formed by major American regional capital cities such as Boston,
Atlanta, Dallas-Fort Worth, Minneapolis, Denver, and Seattle, as well
as their Japanese equivalents such as Nagoya, Sendai, and Kumamoto.
These cities do not as a rule compete in any substantial respect, either
nationally or still less internationally, with the higher-order cities,
though they may occasionally occupy special market niches, such as
Boston for financial services or Atlanta for media services. The im-
portant but subtle distinction is whether a city offers any significant
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presence or significant challenge at the global level; in this respect
Brussels, Frankfurt, and Milan, Chicago and Los Angeles, and Osaka
can be said to act as global contenders in specially defined spheres,
though not of course across the board, and so can best be defined as
sub-global; Manchester, Munich, and Copenhagen, Minneapolis and
Denver, Sendai and Kumamoto, to take examples more or less at
random, cannot.

Three special urban categories

Three questions are raised by this categorization. The first concerns
regional cities that occupy a remote position at the periphery either
of their national territories or of wider transnational groupings such
as the European Union. Many of these tend to have been manu-
facturing cities dominated by industries that have exhibited serious
long-term structural decline, such as Belfast and Glasgow, Saar-
brücken or Lille or Cadiz, Duluth or Buffalo, Sapporo or Nagoya.
They may suffer from the phenomenon identified by Cheshire and
Hay (1989) as ‘‘peripheralization of the periphery’’: as transport and
communications in effect shrink distances between more centrally
located cities, these places may be perceived as becoming less acces-
sible even when in an absolute sense they are not. Such cities have
tended vigorously to compete by developing new roles, either in
advanced manufacturing (a major thrust of the Japanese technopolis
programme) or by developing a new cultural role (Glasgow in the
1990s).
A special sub-variant of this group consists of the capital cities

of Eastern Europe, whose remoteness has been an artificial result
of the Iron Curtain and the barriers thus created to movements of
goods and, above all, people. Noticeably, despite recent improve-
ments, these cities are still less well connected either to each other
or to the cities of Western Europe than these latter cities are to each
other. Nevertheless, they offer large potential advantages in having
well-educated and technically well-trained workforces with much
lower wages than in the European Union; so they should be able to
engineer a rapid growth similar to that of some of their southern
European equivalents during the 1970s and 1980s. Further, since the
service sector has been relatively weak in these countries, we should
expect rapid expansion of retailing and white-collar office work,
which will precipitate a commercial construction boom in the hearts
of these cities and, by analogy with Western cities, residential con-
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struction on the periphery. A precondition, however, will be im-
provement of their external connections through expansion of their
air, road, and high-speed rail infrastructure.
A third distinct category comprises the cities of the Asia Pacific

group, including Australasia. Since this is the single most dynamic
area of the world, it is experiencing explosive urban growth con-
centrated especially in a number of sub-global cities, some of which –
Sydney, Singapore, Hong Kong, and perhaps Shanghai – are actively
competing for sub-global status while others – Bangkok, Djakarta,
Guangzhou – operate effectively as major national or regional capi-
tals. Such is the growth record and expectation of this region that the
urban system is exceptionally unstable and unpredictable.

The pattern of intrametropolitan deconcentration

In the past 40 years, deconcentration, first of residences and latterly
also of employment, has become a universal phenomenon in the
world’s metropolitan areas. Once unique to the Anglo-American–
Australian group of cities, it has now become characteristic of the
whole of Western Europe and of Japan. And in the largest of these
areas, the global cities, it has become extremely complex, extending
over very wide areas of territory in a dynamic process that results in a
highly polycentric metropolitan system.
Broadly, one can say that down to about 1950 even the world’s

major cities had a much simpler pattern of living and working: there
was a mass of white-collar employment in the centre, a wide (and
increasing) ring of commuter suburbs outside, interspersed by indus-
trial, port, and warehouse areas with their own much more localized
residential areas immediately next to them; the entire complex was
dependent primarily on public transport, plus walking and cycling
for the most local journeys. Then, already in American cities before
World War II but in European cities only on any scale from the
1960s, further residential suburbanization occurred outside the limits
of effective public transport systems, and therefore was dependent on
the private car. At the same time, employment began to decentralize:
first, routine assembly manufacturing in search of spacious premises
close to highway systems; second, R&D and associated small-batch
high-technology production, which moved to high-amenity locations,
often close to airports for international access; and third, back offices
performing routine processing applications for national headquarters
firms, which moved to local suburban centres with ample local sup-
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plies of clerical labour; all accompanied, of course, by local service
employment in shops, schools, and other public and private services,
dispersed across the region. And finally, in the late 1980s and 1990s,
there was evidence from some American cities – New York, San
Francisco – of a more general exodus of even headquarters offices to
suburban locations, apparently impelled in some cases by high local
taxes.
The result in extreme cases, represented by London, New York,

and Los Angeles, is a pattern of extremely long-distance deconcen-
tration stretching up to 150 km from the centre, with local concen-
trations of employment surrounded by overlapping commuter fields
and served mainly by the private car. The precise spatial details vary
from country to country according to culture and planning regime: in
the United States, lower-density and less regulated, with ‘‘Edge
Cities’’ or ‘‘New Downtowns’’ on greenfield sites exclusively accessed
by the private car; in Europe, medium-density, regulated through
green belts and other constraints, and centred on medium-sized coun-
try market towns or planned new towns. And the process has gone
much further in some large metropolitan areas (for instance, London)
than in others (for instance, Paris, where suburbanization has almost
entirely been captured in the large new cities resulting from the 1965
regional master plan). However, the general outward trend, for both
population and employment, is universal. An interesting consequence
has been accelerated growth in and around smaller country towns
in the wider metropolitan orbit, especially those adjacent to major
national highway and/or railway lines (that is, in the ‘‘transport-rich,
city-rich’’ sectors in the Lösch central place model). Thus, in some
cases there is a distinct tendency to linear corridor growth, as in the
so-called ‘‘M4 Corridor’’ west of London or the E4 ‘‘Arlanda Airport
Corridor’’ north of Stockholm, both based on a combination of high-
technology industry and back-office functions. Some regional plans,
including the Stockholm plan of 1966 and the Paris plan a year
earlier, made a deliberate attempt to guide development into such
corridors; but the same phenomenon has occurred spontaneously
in other cases, such as the I-405 ‘‘Aerospace Alley’’ in Los Angeles
and Orange county, or the ‘‘Dulles Airport Corridor’’ in the Virginia
suburbs of Washington D.C. And some observers purport to see the
development of even more extensive growth corridors connecting
cities along highways and high-speed train lines, such as the ‘‘Dor-
sale’’ or ‘‘Blue Banana’’ of Western Europe connecting London,
Brussels, Frankfurt, Zurich, and Milan (Hall et al., 1973; Brunet et
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al., 1989). East of London, the UK government’s Thames Gateway
proposal is a discontinuous series of urban developments following
the planned new high-speed line from London to the Channel Tunnel
– the first attempt to create such a corridor on a conscious basis (GB
Thames Gateway Task Force, 1994).
A vigorous debate has raged in academic print concerning the

consequences of deconcentration for commuter travel and thus for
sustainable urbanization. One school, represented by Peter Newman
and Jeffrey Kenworthy in Australia (Newman and Kenworthy, 1989a,
1989b, 1992), has argued that low-density suburban deconcentration
leads to substantially higher energy consumption; this has been
supported in international work by Robert Cervero (1985, 1989,
1995). An opposite viewpoint comes from Peter Gordon and Harry
Richardson, who argue that the entire process self-equilibrates: as
jobs move out behind the homes, so local employment nodes and
even a completely decentralized employment develop, leading to
commute distances no longer than before (Gordon, Kumar, and
Richardson, 1988, 1989a, 1989b, 1989c; Gordon and Richardson, 1989,
1995; Gordon, Richardson, and Jun, 1991). Brotchie and his colleagues
in Australia report similar results for Australian cities (Brotchie,
Anderson, and McNamara, 1995). In part, the difference seems to
arise because the two sets of authors are analysing different facets: it
seems likely that density is related to energy consumption, though
not in any simple or direct way; but that decentralization of jobs
does reduce aggregate travel compared with a pattern of central jobs
and dispersed homes. And this is intuitively plausible, of course. It is
interesting that in a careful analysis Breheny (1995) concludes that
Great Britain moved marginally away from a pattern of sustainable
urban development between 1961 and 1991, but that the effect was
not very substantial.

World cities and the developing world

Historically, the major cities of the middle-income world have played
a disproportionately large role in their countries’ development, either
because these countries were small (in extreme cases, such as Singa-
pore or Hong Kong, city-states), or because they were the principal
ports and industrial cities, or both. Starting in almost every case as
colonial cities, they channelled the supply of raw materials to the
metropolitan country and the reverse supply of manufactured goods
from that country. After independence, they developed their own
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industrial base. They invariably became the capital cities of their new
countries, and the system of nation-states that then arose has proved
remarkably resilient, in most parts of the world, since independence
was obtained (in the early nineteenth century in the case of the
Spanish empire, in the mid-twentieth century in the case of the British,
French, and Dutch empires). Around the government and commercial
functions developed the usual apparatus of finance, business services,
the media, education, and health services. Thus, almost inevitably, a
pattern of uneven development occurred: modernizing influences
concentrated in the primate city, labour and capital were attracted to
it both from outside and from the national periphery, and the national
élite became heavily concentrated in this city. The city remained the
chief point of articulation between the emerging nation and the
world, and critical infrastructure, in the form of telecommunications
or airport investment, was laid down here. This indeed was the con-
clusion that John Friedmann (1973) reached in his now classic study
of the urban development process.
As Friedmann recognized, the pattern of development reflects the

nature of the urban economies and the relationships between these
cities and the remainder of the world. Whether they are city-state
entrepôts like Singapore and Hong Kong, or the leading cities of
continental-scale countries like Rio or Mexico City, they are central
points for the exchange of information. They possess sophisticated
banking systems and usually stock exchanges, some of which are of
sub-global rank. They are the seats of national or continental head-
quarters offices of major transnational corporations. They have major
hub airports, connecting national and international networks and
sometimes performing important international exchange functions. A
recent study of the interconnectivity of cities based on air travel, for
instance, placed Hong Kong in fifth position, Singapore seventh,
Mexico City eleventh, Seoul seventeenth, and São Paulo twenty-
second (Smith and Timberlake, 1995: 298). This evidence, though
so far fragmentary, strongly suggests that a small number of these
middle-income cities perform a sub-global or even global role in
relation to other parts of the world system of cities. Further, because
of the rapid economic growth of those parts of the world in which
these cities are located, over the next decade we should expect them
to improve their positions in the league table while others join them:
Bangkok, Kuala Lumpur, Djakarta, Saigon, and Shanghai are the
most obvious candidates.
Many urban experts, especially those coming from a Marxist
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standpoint, have been openly critical of this pattern with its heavy
dependence on transnational capital. And a major theme in the liter-
ature, especially in Friedmann’s World City hypothesis, was that
such cities became increasingly disarticulated from their own national
peripheries, resulting in hyper-urbanization and increasing internal
income disparities. Others have questioned these conclusions, finding
little systematic bias in inward investment towards the primate mega-
cities; certainly, this is an unresolved issue in the literature, and
transnational investment is only one element among many in their
growth (Lin, 1994: 10–12).
Since 1950, propelled by high rates of natural increase and internal

migration, many cities in this group have grown to be numbered
among the world’s largest. Whereas 9 of the world’s 19 mega-cities
were in developing countries in 1960, the projection for 2000 is that 50
out of 66 will be (Setchell, 1995: 2, UNDP, 1991: 12–15). In general,
differentially high infrastructure investment in public services has
allowed them to keep pace, but the performance has been very vari-
able in key areas such as housing, utilities, and urban transport.
Further, the size and complexity of these agglomerations – several
of which exceed 10 million in population – have required extremely
sophisticated urban management, which has not always been avail-
able. Specifically, whereas some middle-income cities have developed
enviably efficient management systems, underpinned by generous
urban investment, in others the performance has lagged well behind
the needs of the population. Michael Cohen has identified this as
one of the key problems for urban policy in the 1990s: he contrasts
Abidjan with Lagos, Singapore, and Cairo (Cohen, 1990: 52–53). In
Ibadan, Nigeria, water supply investments were made to produce 108
million litres of water a day, but poor maintenance cut this to 36
million litres (Cohen, 1990: 54). So ‘‘urban management’’ had devel-
oped as a new priority for the World Bank. It is significant that some
of the most successful cases of urban management were also the ones
that achieved the highest rates of sustained growth of per capita
income; growth both underpinned the investment effort, and was in
turn assisted by it. As a result, starting as low-income cities only 40
years ago, a select few Asian city-states have now entered the ranks
of the advanced world. However, detailed per capita income data will
show this to be equally true for other large cities in the more advanced
middle-income countries such as Mexico City, Rio de Janeiro, São
Paulo, or Caracas. The striking feature about these countries is the
contrast between the modernity and affluence (albeit with extremely
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unequal income distribution) of the primate city, often fully com-
parable with cities of the developed world, and the rural periphery. In
effect, these cities belong to the developed world; the rural areas
around them do not.
Bangkok is a representative case. Its Metropolitan Region, with

9 million people, is the fifteenth mega-city in the world; it is the hub
of one of the world’s fastest-growing national economies, which grew
by an average of 11.2 per cent during 1987–1990; it accounts for over
50 per cent of national GDP and nearly 80 per cent of output. GDP
in the Metropolitan Region in 1990 was approximately US$4,290,
equivalent to South Korea in 1986; in the rest of the country it was
less than US$820, equivalent to Papua New Guinea. But, because
growth has been in effect unplanned, there are huge and growing
problems of environmental degradation and traffic congestion: at 8.1
km per hour, the traffic problem is probably the worst of any city in
the world (Setchell, 1995: 2–3, 5, 7).
Equally, the mega-cities of the middle-income world tend to be

internally segregated into rich and poor sections, ironically reflecting
and reinforcing patterns first laid down by colonial governments
before independence, but now corresponding to a division between
the modern and informal sectors of the economy (Balbo, 1993: 27–
31). Jakarta is a classic case, where luxury new developments con-
stitute a Western-style suburbia in effect shut off from the kampungs

all around (Leaf, 1994: 343–348).

The sustainability of the developing mega-cities

The central question remains the one that urbanists first posed over
20 years ago: does the growth of these great primate cities represent a
positive development or a huge problem? The answer seems to be:
some of both. It is true that the planning and management systems
are daunting. But, just as in the cities of the developed world already
considered in this paper, it appears likely that continued growth
is accompanied by deconcentration of both homes and jobs, so the
process may be self-equilibrating – when a city reaches 15 or 20 mil-
lion people, major sub-centres develop, forming the basis for local
short-distance commuter fields. And this is even more important for
these cities than for their equivalents in the developed world, because
these sub-centres may provide jobs and services for the less affluent,
therefore car-less, section of the population.
The pursuit of sustainable urban development is governed by the
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same principles in every large metropolitan area: jobs should be
decentralized from the central business district and brought closer to
homes, though not necessarily next door to them; provision should be
made for local jobs to be reached on foot or by bicycle, through spe-
cially protected route systems; jobs should be clustered in sub-centres
around public transport interchanges where buses connect with other
buses and also (where such systems exist) rail networks; public trans-
port networks should be structured so as to provide a seamless web
of services, both traditional radial ones and also orbital or circum-
ferential ones connecting one suburb with another. The principles are
similar in New York and Los Angeles, London and Paris, Djakarta
and Bangkok, Mexico City and São Paulo. However, they need to be
applied sensitively to take account of local geographies and cultural
traditions. Tightly structured cities based on generous public housing,
such as Hong Kong and Singapore, offer better potentials for invest-
ment in high-density rail corridors than do loosely structured shanty-
town cities such as Bogotá or Caracas. Experience in affluent, sprawl-
ing low-density western American cities such as Phoenix or Houston,
which have pioneered high-occupancy vehicle lanes or para-transit
systems or bus hubs, may be more relevant for their Latin American
equivalents. It might be more virtuous to propose higher-density
redevelopment; but, if such a proposal has little prospect of imple-
mentation, then it is better to adapt the means of transportation to
the urban structure that exists.
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3

World city regions in Europe:
Structural change and
future challenges

Klaus R. Kunzmann

Background and scope

In recent years world cities (synonymously called global cities) and
globalization have become key concepts of social scientists and
economic geographers observing, experiencing, and describing the
profound changes that new communication technologies have been
causing for worldwide economic and spatial development (Fried-
mann, 1986; King, 1990). Planners and policy advisers soon followed
the academic interest and explored ways and means of promoting
cities and city regions to world cities (e.g. London), followed in turn
by social scientists analysing and criticizing the negative local and
regional impacts of such globalization (Sassen, 1991, 1994; Marcuse,
1994).

After two decades of hope that decentralization and rural devel-
opment policies could bring about more spatial equity and narrow
economic, social, and spatial disparities in countries and regions, cities,
and particularly large cities, are back on the global research and policy
agendas. Large cities are again being considered as command centres
and key engines for economic growth and development, despite rhe-
torical concerns about the endangered sustainability of the planet
earth. Worldwide competition and economies of scale are again being
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used to justify the concentration of tertiary and quaternary institu-
tions, headquarters, or services, the promotion of sports and cultural
events, and the development of large flagship projects at a few urban
nodes. The negative social and spatial repercussions of such priorities
remain a concern of a few academics, critical media, environmental
international non-governmental organizations, and local and regional
grass-roots action groups.

Whereas, five centuries ago, Europe used to be the unchallenged
continent of world cities (King, 1990; Brunet, 1989), most large cities
in the world are now in other world regions, in Asia, America, and
Africa. Only Paris and London have remained as symbols of cities
dominating the global economy (King, 1990). However, the ranking
of the largest world city regions at different periods in the past five
centuries shows significant shifts within the world city region system:
between 1500 and 1700 the 10 largest cities were all in Europe; only
London remains on such a list for the late twentieth century (table
3.1).

Europe, however, is different. The continent is characterized by
a dense network of medium and large cities, based on strong national
and regional economies and closely linked by efficient transeuro-
pean transportation and communication networks (Kunzmann and
Wegener, 1992). Partly drawing on potentials built up over centuries,
all these cities have their function in the European urban system. At
the most accessible nodes of this dense European urban network a
few large city regions have evolved to challenge Greater London and

Table 3.1 The world’s 10 largest cities in the sixteenth, seventeenth, and twentieth

centuries

1500– 1700– Around 1900 Mid-1980s

Paris London London Tokyo
Naples Paris New York New York
Venice Lisbon Paris Mexico City
Lyon Amsterdam Berlin Osaka
Granada Rome Chicago São Paulo
Seville Madrid Philadelphia Seoul
Milan Naples Tokyo London
Lisbon Venice Vienna Calcutta
London Milan St. Petersburg Buenos Aires
Antwerp Palermo Manchester Los Angeles

Source: Chase-Dunn, quoted in King (1990).
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Greater Paris (Ile-de-France): the Greater Frankfurt region (Rhine–
Main), the Rhine–Ruhr conurbation (with Bonn, Cologne, Düssel-
dorf, and the Ruhr), and the Randstad, comprising Amsterdam, The
Hague, and Rotterdam.

Although the two obvious world cities in Europe, London and
Paris, are said to compete with world cities in Asia and America, the
three European polycentric world city regions are their most power-
ful economic contenders in various ways. When dealing with world
cities from a European perspective, three dominant questions
emerge:
. How have world cities in Europe changed their spatial configu-

ration through new waves of technology and structural changes in
the global economy, and what are the implications of such changes
for the civil societies living there?

. How will European world cities contribute to the urban future of
other European cities?

. How are European world cities linked to the world city system?
The chapter will explore these questions. However, it will also

illustrate that these world city regions are now trapped between
global competition and sustainability, between improving their world-
wide competitiveness and the urge for more sustainability. It will
demonstrate that the day-to-day policies of the key actors in these
city regions are constantly required to compromise between improv-
ing their global accessibility and protecting the local environment,
between improving metropolitan efficiency and meeting the dem-
ocratic quest for more local participation, and to choose whether they
should invest in flagship projects and international events or rather
target growing social disparities. It is in the end a difficult choice be-
tween speeding up or slowing down. Obviously global market forces
and vested financial interests leave little choice for the city regions,
though the number expressing concern over unlimited urban eco-
nomic growth is growing.

What really makes a world city?

Since the worldwide discourse on world cities started, efforts have
been made to define what it really takes to make a large city be or
become a world city. It is widely acknowledged today that the mere
population size of a city says little about its importance in the world
economy. African cities are usually quoted as pertinent examples
(King, 1990).
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Varied concepts of financial, economic, and political power over
global systems are used to assign the label ‘‘global’’ to a city. Global
cities are usually defined as key locations for financial services, which
are necessary for the implementation and management of global
economic operations, and as cities that also tend to attract the head-
quarters of multinational corporations (Sassen, 1991, 1994). More
comprehensive definitions assign to world cities additional character-
istics such as centres of political power, national transportation cen-
tres, centres of science and education, arts, media, and entertainment,
and also the favoured residential locations of the nation’s rich and
poor (Hall, 1966).

According to the initiator of the world city debate (Friedmann,
1986), global cities are cities that ‘‘articulate’’ larger regional, national,
and international economies and serve as centres through which flow
money, workers, information, commodities, and other economically
relevant variables. As centres defined by dense patterns of inter-
action rather than by political administrative boundaries, they extend
their influence into a surrounding field or region, whose economic
relations they articulate into the global economy or space of global
accumulation, as centres of representation, social interaction, and
innovation. Spaces of global accumulation are defined as a set of
national and regional economies that serves the purposes of capital
accumulation on a worldwide scale. As commanding nodes of the
global system, world cities reflect the economic power they command
or have a specific place in the hierarchy of spatial articulations.

I will use the term ‘‘world city region’’ instead of ‘‘world city’’
throughout this chapter in order to reflect the larger regional dimen-
sion of world cities in Europe. This is best justified by looking more
closely at the city of Frankfurt. This city has a population of less than
700,000 and a narrow administrative boundary. It is the well-known
financial centre of Germany and has the third-busiest airport in
Europe. All these central functions serve a densely urbanized hinter-
land of more than 1 million people with a set of cities specializing in
different functions.

World city regions in Europe: Paris and London and what else?

The above criteria result in more or less well-justified though still
arbitrary selections of world cities, with an unquestioned core group
of world cities such as Tokyo, New York, London, and Paris, and
additional lists of potential members of the prestigious virtual world
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city club – lists, however, that reflect differing macro-regional, cul-
tural, or disciplinary perspectives and regional knowledge, and the
respective choice of indicators (table 3.2).

When referring to the defined characteristics of world city regions,
the decision as to which city to include, and which to omit, is extremely
difficult. Which European cities, according to these criteria, could be
considered as world city regions in Europe? I suggest the following
approach.

First, there are London and Paris. There is no doubt that these two
city regions are the two top-ranking city regions in Europe, repre-
senting the economic, political, and cultural headquarters of two of
the major players in Europe, France and the United Kingdom.

Secondly, there are a few polycentric urban conurbations in Europe
that exert a similar economic influence. Their influence and power,
however, are divided among a few cities that, viewed individually, are
not large enough to articulate into the European let alone a global
economy. As conurbations where functions are divided among the
individual cities, they exert an economic and political weight that is
not far below that of London and Paris. These conurbations are the
Rhine–Main conurbation, with Frankfurt as its global urban flagship,
the Rhine–Ruhr conurbation (with Bonn, Cologne, Düsseldorf,
Essen, Duisburg, and Dortmund), and the Randstad, the Dutch con-
urbation with Amsterdam, Rotterdam, and The Hague as the urban
centres known worldwide.

Thirdly, there are two cities in Europe that, for the time being, do
not really qualify as world city regions – Moscow and Istanbul –

Table 3.2 World cities in Europe according to various sources

City Hall 1966
Friedmann
1986 Brunet 1989

Conti and
Spriano 1991

Greater London * * * *
Paris (Ile-de-France) * * * *

Rhine–Main (Frankfurt) *
Rhine–Ruhr * *
Randstad * * *

Moscow *
Vienna *?
Munich *?
Milan *

Source: Hall (1966); Friedmann (1986); Brunet (1989); Conti and Spriano (1991).
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though each has a population of more than 10 million and shows
considerable growth rates. There is some evidence that their size will
exceed that of all other European urban regions by mid-2100 at the
latest. Since the demise of the Soviet Union and its economic reper-
cussions, Moscow has lost its former role as a global decision-making
centre. Greater Istanbul, owing to its geopolitical location at the his-
toric point of exchange between European and Asian cultures, is
probably the fastest-growing conurbation in Europe.

Fourthly, there is the special case of Berlin. Since the reunification
of Germany in 1989, the now reunited city, with a population of more
than 3 million, has rejoined the club of Europe’s large cities. How-
ever, the special status of Berlin as a divided city has been a serious
impediment to economic development. West Berlin was a heavily
subsidized city, difficult to reach and economically weak. East Berlin
in turn was trapped in the socialist system, and hence could never
really become a dominant city. In the long run, the reunited Berlin
may have some potential for returning to the club of world city
regions. This, however, will take at least a generation, if not two,
certainly much longer than optimistic Berlin promoters would like to
accept, and it will largely depend upon the economic development of
Eastern Europe and its cities (Moscow, Warsaw, Minsk, St. Peters-
burg, Wroclaw, and Prague). The faster the socialist economy of
Eastern Europe transforms, the more Berlin will benefit from the
resulting interaction with the economies of Western Europe (Kunz-
mann, 1994).

Fifthly, there is another city that at first sight does not really qualify
as a world city region: Brussels, the capital of the European Union.
Given the political power of the European Union, the city may be
seen as a kind of political spider in the web of the European urban
system, hence having a similar worldwide importance to the other
conurbations. In this city, the rules and regulations of internal Euro-
pean cooperation are developed, compromised, moderated, enacted,
and, increasingly, enforced. With a population of 1 million, however,
Brussels is not a large conurbation. It remains an international island
in a national context, with considerable social polarization, nega-
tive impacts on a speculative local real estate market, and social
exclusion.

In addition, a few large city regions (e.g. Padania in Italy, Rhône-
Alpes in France, and Copenhagen) exert essential complementary
functions in the dense European urban system, though they are cer-
tainly less global than the other five world city regions.
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Finally, it should be mentioned that some European cities exert
selected global functions in certain domains. Zurich is such a case.
Among bankers and insurance companies it is a key location for
interaction, as is Vienna as an exchange for cultural affairs and inter-
ests, Stockholm for the paper industry, or Heidelberg for American
students.

This chapter focuses only on the first two categories of city regions.
It is important to state, however, that these cities could not perform
their global function if they were not closely linked to the densely
interwoven European urban system. The other cities are equally im-
portant players in the European urban concert. Their close observa-
tion remains a task for future European urban monitoring.

European world city regions in their historical, spatial, and
political context

Over more than 2,000 years, Europe has experienced continuous
waves of nation building and disintegration. The continent has suf-
fered from continuous feudal and territorial conflicts, and has bene-
fited from civic urban pride, considerable feudal investments in cer-
tain sites and urban infrastructure, and implementation on earth of
ecclesiastical dreams of heaven. Europe has seen some cities grow,
flourish, and expand and others decline, being neglected and for-
gotten. The capitalist societies of Europe’s nation-states and city-
states have benefited from centuries of internal and external colo-
nialism and imperialism, and from exploiting their colonies in Asia,
Africa, and America. Europe dominated the world economy into the
nineteenth century, when the United States, and later Japan, entered
the system as new global players.

Obviously, these 2,000 years of history of smaller and larger little
kingdoms and fiefdoms, of city-states and regional governments, and
of ecclesiastical domains have shaped the urban system in Europe
(Braudel, 1979). Some cities function as administrative headquarters,
others play a role as military headquarters. The favourable geo-
political and logistical location of European warlords, traders, and
merchants at one of the various crossroads, the local availability of
resources such as coal and iron or water power, the local commitment
of the feudal aristocracy and civic societies were the major reasons
for the evolution of these cities. However, over the two millennia the
functional importance of some European cities has changed. Rome
was undoubtedly a world city 2,000 years ago and meanwhile has lost
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much of its former glory, though it is still a capital city, in contrast
to Trier, a Roman world city that is today no more than a sleepy
provincial town. Augsburg, Venice, and Antwerp were at one time
European world cities, dominating financial and trade markets; today
they have fallen considerably in the European urban hierarchy.

Continuous rural–urban migration flows swell the population of
the cities over centuries. ‘‘Stadtluft macht frei’’ (‘‘urban air lib-
erates’’) was already a slogan in the fifteenth century pulling rural
population to the cities. Security concerns in war-affected regions and
productivity gains in agriculture were the push factors. Hence the
regions and nations of Europe are almost fully urbanized, with
urbanization levels ranging between 60 and 92 per cent in the 1990s
(table 3.3).

Two thousand years of nation-building processes and the resulting
scattered system of cultural regions and nations have shaped an
urban system in Europe that is, with few exceptions (France, Hun-
gary, Austria), extremely polycentric. Traditional polycentric nations
with strong urban traditions are Germany, Italy, and Switzerland,
perfectly proving Christaller’s theory of central place hierarchies. The
proportion of the respective national populations living in the world
city regions of Europe demonstrates the national differences (table
3.4).

The visible result of these 2,000 years of urban history is a dense
and (in comparison with most other mega-regions in the world) rela-
tively balanced system of urban settlements throughout Europe,

Table 3.3 The degree of urbanization in selected European countries, 1950 to 2020

(%)

Country 1950 1990 2025

United Kingdom 84.2 92.1 93.8
West Germany 72.3 86.4 88.6
France 56.2 73.8 77.3
Italy 54.3 68.3 75.8
Netherlands 82.7 88.5 89.6
Switzerland 44.3 59.6 69.5
Spain 51.9 78.0 86.3

Japan 50.3 76.9 80.6
United States 64.2 74.1 77.0
China 11.0 21.4 43.7

Source: United Nations (1987).
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with thousands of economically viable small and medium-sized cities
amidst rich agricultural production spaces, with numerous regional
and national capitals, with cities accumulating knowledge, experience,
and reputation over centuries in such areas as trading and logistics,
industrial production and producer services, the arts, science, and
education, or health and tourism. The roughly 350 million inhabitants
of Europe are evenly distributed over the macro-region.

This multicentric European urban network represents an immense
potential, protected by strong culturally based regionalism and by
more than 100 languages still spoken in Europe. Though English is
on the verge of becoming the unchallenged lingua franca of Euro-
pean business and science communities, the indigenous languages still
dominate local, regional, and national information and communica-
tion processes. German is spoken by 89 million, French by 52 million,
Italian by 58 million, and Polish by 39 million inhabitants. The fact
that many European regions maintain their own ‘‘missions’’ in the
European headquarters of Brussels illustrates their strong regionally
rooted cultures. They do this in order to acquire first-hand informa-
tion, to lobby for their regions, and to bypass the political censorship
of national governments.

Since the 1970s, Europe has been in a process of political and eco-
nomic reorientation, a process that received a surprising stimulus in
1989 with the fall of the Berlin Wall and the demise of the Soviet
Union. With the gradual formation of a single market, Europe is
strengthening its regional competitiveness in a global economy, par-
ticularly vis-à-vis Japan and North America, though also towards
South-East Asia and China. This economic competition is at the
centre of a political and economic debate. It dominates thinking and

Table 3.4 The concentration of national population in world city regions in Europe,

1987

World city region

World city
population
(million)

National
population
(million)

World city
population as % of
national population

London 12.0 57.7 20.9
Paris (Ile-de-France) 9.6 57.3 16.8
Rhine–Main 3.9 80.5 4.9
Rhine–Ruhr 10.8 80.5 13.4
Randstad 7.6 15.1 50.3

Sources: World city population – NUREC (1994); national population – The Economist (1994).
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action, influences attitudes, and inspires and drives activities. Indus-
trial corporations and business communities are driven by this global
competition, banks organize the related financial transactions, and
developers benefit from the resulting demand for property.

The logic of the globalization paradigm and the evolution of a
single European market have been leading to new intra-European
competition among cities and urban regions, with considerable impli-
cations for urban and national politics. This in turn has triggered a
series of studies on the evolution and hierarchy of the European
urban system, on growth and decline, on the ranking of cities in
Europe, and on their competitiveness (Brunet, 1989; Cheshire and
Hay, 1989; Conti and Spriano, 1991; Kunzmann and Wegener, 1992;
COM, 1992; Saillez, 1993; BMBau, 1994). These studies point to var-
ious hierarchies of the European urban system, reflecting differing
definitions of urban administrative boundaries (so far an unsolved
problem of comparative urban studies in Europe), the individual
selection of indicators measuring the ranking of cities, and the national
bias (and information base) of the authors. One of these studies,
promoting a European urban belt from London to Milan in the form
of a (blue) ‘‘banana’’ (Brunet, 1989), has had considerable influence
on geographers and planners, and even more so on developers
searching for profitable locations for property development. The
reality of the urban system in Europe, however, is much more com-
plex. It has the form of a bunch of grapes rather than a banana. This
visual metaphor explains both the existing urban systems of smaller
and larger, though overall fairly balanced, urban regions in Europe,
and the desirable policy direction to keep this system functioning
(fig. 3.1).

Strengthening the polycentric urban system of Europe is also the
overall objective of two documents of the European Commission on
spatial development in Europe: Europe 2000 and Europe 2000þ
(COM, 1993, 1994). These are the first documents to contain com-
parable and reliable up-to-date information on the whole territory of
Western Europe, hence their reception among geographers, planners,
and desk officers in planning and economic promotion agencies has
been unusually enthusiastic. A far from powerless European Com-
mission, with considerable funds for regional development and social
cohesion in Europe, has rediscovered cities as engines for economic
development. The result of this new renaissance of cities (and city
regions) is that in Europe in the mid-1990s there is much political
concern about the future of cities and about their national, European,
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and global competitiveness, though also about the negative social,
cultural, and environmental impacts of policies promoting urban
competitiveness.

In this context one project requires particular attention: the pro-
motion of transeuropean (transport) networks (COM, 1994). This
aims at improving transeuropean accessibility, mainly by high-speed
trains. This project is intended to accelerate the completion of the
single European market (and, explicitly, to create employment all
over Europe) by filling in those missing links that still hinder the flow
of goods and persons in Europe, from East to West and from North
to South (fig. 3.2). Being a stop in the high-speed rail system is a must
for all European cities that wish to participate in European or global
competition. Great efforts are being undertaken locally to win the
respective regional or national battles. In this process the linking of
the high-speed train network with an international airport is seen as a
most significant and desirable step (fig. 3.3).

The world city regions in Europe are an intrinsic part of the well-

Fig. 3.2 The high-speed train network in Europe (Source: Cole and Cole, 1994)
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developed European urban system. Without being linked into the
filigree network of cities, with their respective single or multiple
functions, the world city regions would not be able to perform their
global function, be it as a centre of global financial transactions,
of global services, of worldwide information and communication ex-
change, or just of attracting urban tourists to Europe. The European
world cities are not spiders in the European web of cities; rather they
are nodes in the European system that take over indispensable global
functions for other cities in the network.

World city regions in Europe: Structural change and
future challenges

London and Paris, as well as the conurbations Rhine–Main, Rhine–
Ruhr, and Randstad, have been identified in this chapter as European
world city regions of global importance. Selected development fea-
tures of these regions are described below, focusing on features that

Fig. 3.3 Airports in Europe (Source: Kunzmann and Wegener, 1992)
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illustrate their spatial and structural change and demonstrate their
future challenges. Only selected aspects can be covered, such as popu-
lation, economic change, unemployment, public transport, and media.

Population development

A large proportion of the national populations lives in the European
world city regions. According to the administrative definitions of the
Network on Urban Research in the European Union (NUREC,
1994), the proportions are: more than 20 per cent in Greater London,
not much less (17 per cent) in Ile-de-France, and over 13 per cent in
the Rhine–Ruhr region (see table 3.4 above). This concentration of
people, together with the fact that with one exception (Frankfurt and,
although only to a certain extent, Rhine–Ruhr) all the world city
regions similarly execute the function of the capital cities, means a
concentration of power and media presence.

The population change in European world city regions over the
past two decades has been negligible, in contrast to many world cities
in Asia and Latin America, and in contrast to their growth from 1880
to 1960 (table 3.5). It just reflects the minimal change in the national
population as a whole (table 3.6). This stagnation of population
figures is a great relief to the responsible authorities.

Although the city regions are spatially growing and expanding into
their wider hinterland, this extension is not a consequence of overall
population growth in the region. It is rather one of affluence, the
demise of the traditional family, the growth of office space per job,
the growing demand for floor space per person, and particularly an
increasing number of smaller households (it is anticipated that at the
beginning of the twenty-first century almost 50 per cent of all house-

Table 3.5 Population growth of European world city regions, 1800 to 1960 (%)

World city region Around 1800 Around 1950 Around 1960

London 0.85 10.96 11.55
Paris 0.55 6.74 7.81
Rhine–Maina – – –
Rhine–Ruhrb 0.28 8.14 10.42
Randstad 0.40 3.30 3.94

Source: Hall (1966: 11 and 23).

a. Not included.

b. Ruhr only.
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holds in world city regions will be one-person households). One
aspect deserves a mention in this context: the number of elderly
people (over 65) is rising constantly, as is the number of immigrants,
people born abroad, and foreigners, who already comprise 25 per
cent of the population in Frankfurt city, almost 20 per cent in
Rotterdam, and 8 per cent (which represents 1.4 million, or about
one-third of all foreigners residing in France) in Ile-de-France.

Economic change and employment

The GDP of world city regions in Europe is far above the European
average (London 141, Ile-de-France 171, Darmstadt/Frankfurt, 172)
and also above the national average (table 3.7), although higher figures
might have been expected. This reflects the fact that the concentration
of population in world city regions includes disproportionately large
numbers of people living near or even below the poverty line.

The non-German world city regions are pertinent examples for de-
industrialization theorists. In 1991, an average of 75 per cent of the

Table 3.6 World city regions in Europe: Population development, 1980 to 1990

(’000)

1980 1990

Britain 56,314 57,411
Greater Londona 16,993 17,458

France 53,859 56,735
Ile-de-France 10,008 10,692

West Germany 61,566 63,254
Rhine–Ruhr 11,538 11,655
–Düsseldorf 5,210 5,200
–Cologne 3,915 3,996
–Münster 2,413 2,459
Rhine–Main:b
–Darmstadt 3,431 3,522

Netherlands 14,150 14,950
Randstad 6,309 6,641
–Utrecht 902 1,021
–North Holland 2,312 2,387
– South Holland 3,095 3,233

EUR 12 317,906 328,038

a. Figures for South East England.

b. EUROSTAT does not give any figures for the region.
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city regions’ labour force could be attributed to the broad sector of
services comprising both highly skilled and knowledge-intensive pro-
ducer-oriented services and low-wage personal services, including
huge numbers of ‘‘bad’’ jobs. Only the two German world city regions,
Rhine–Ruhr and Rhine–Main, still show a comfortable average of
about 40 per cent of jobs in industries, a figure that is similar to the
national figure for West Germany.

Whether the figure is only 25 per cent or even 40 per cent, the
world city regions are still important locations of large industrial
complexes. Automobile production is to be found in the Ile-de-
France (Renault), Rhine–Main (General Motors), and Rhine–Ruhr
(Ford, Mercedes-Benz, General Motors). Similarly, chemical produc-
tion is still a major industry in the two German world city regions, as
it is in the Randstad, while defence industries are concentrated in
Greater London and Ile-de-France. The regions are also the unchal-
lenged national production centres for printing and media industries.
Moreover, the large numbers of households living in the world city

Table 3.7 World city regions in Europe: Gross domestic product

GDP
(EUR
12 ¼ 100)

Employment
in industry
(%)a

Employment
in services
(%)a

Britain 93 31.2 66.5
Greater London 141 – –

France 115 30.0 63.9
Ile-de-France 171 25.3 74.3

Germany 128 40.3 55.5
Rhine–Ruhr:
–Düsseldorf 135 42.5 55.7
–Cologne 124 38.3 60.1
–Münster 105 41.6 54.5
Rhine–Main:
–Darmstadt 172 36.0 62.7

Netherlands 124 28.9 67.6
Randstad:
–Utrecht 96 17.3 80.6
–North Holland 119 20.1 77.3
– South Holland 110 21.3 74.7

EUR 12 100 33.3 60.3

a. Figures for 4/1991.
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regions require a multitude of household-related small-scale produc-
tion in all types of construction, maintenance, and repair, which fur-
ther adds to the considerable absolute numbers of industrial jobs.
Hence the usual image of world city regions as exclusively centres
of global finance and sophisticated information services is too simple.
It is true and visible only in those inner-city districts where financial
institutions and their related forward and backward linkages and
services are concentrated. The majority of districts in world cities
do not differ in their spatial structure from any other large urban
agglomeration in Europe.

Unemployment

In the past decade or so unemployment has become a major concern
in Europe. Meanwhile, it is generally acknowledged that high unem-
ployment is not a temporary problem, just being an interim con-
sequence of economic change and adjustment. In Europe it is a
structural problem mainly caused by technological change. Female
unemployment is a concern, as is foreign unemployment, and youth
unemployment is alarming. In France, almost one out of five persons
under 25 does not have a formal job; in Britain one out of seven
(there is some evidence that official unemployment statistics are
manipulated down). In Germany, in comparison, with its traditional
dual education system, the figures are less frightening, although
trends do not allow anyone to be too optimistic (table 3.8).

Understandably, employment is high on the agenda of European
policy makers. However, there are no easy solutions. The hopes and
the related policies range from huge public sector financed employ-
ment initiatives to drastic reductions in wages. Britain is set on
cheaper, unorganized labour, whereas Germany and the Netherlands
prefer to rely on better education, shorter working hours, and job-
sharing initiatives.

It is hardly comforting that unemployment in world city regions
tends to be somewhat lower than the national average. This may be
explained partially by the larger number of ‘‘bad’ jobs available in the
huge service industries for unqualified persons, partially by the large
informal economies in European world city regions, which represent
a huge grey zone between part-time and short-term employment and
‘‘black’’ labour. The vicious circle of poor education and training,
youth unemployment, and crime is a particular threat in the world city
regions, with their wide opportunities for escaping from social control.
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Social polarization

Social polarization in world city regions is a phenomenon that is
arousing growing concern (Sassen, 1991). It was thought to have been
overcome by the modern European welfare state. Now it is re-
appearing in all European cities, although it is more obvious in world
city regions. Within the regions there are growing income disparities
of ever-smaller urban households. An increasing number of individ-
uals are living below the poverty line. The growing number of home-
less is a visible sign of the demise of social housing. Districts of ethnic
minorities and an urban underclass are emerging that are distinct
from the urban districts shown in global city promotion brochures.
Security issues are becoming the prime concern of city dwellers and
investors. The mainstream deregulation spirit in Europe is accelerat-
ing these processes of social erosion in cities. Constrained by public
sector deficits, the cities will not be able to compensate for national or
regional policies, which deny the need for some form of public inter-
vention, redistribution, and social cushioning. Urban pockets of
organized crime and power and urban poverty will appear side by side

Table 3.8 World city regions in Europe: Unemployment (%)

Total Women <25 years old

Britain 8.8 7.6 14.1
Greater Londona 7.6 6.8 11.5

France 9.0 11.4 19.1
Ile-de-France 7.6 8.2 12.8

West Germany 8.7 8.8 11.0
Rhine–Ruhr:
–Düsseldorf 6.2 7.3 5.3
–Cologne 5.3 6.5 5.1
–Münster 5.5 6.8 5.0
Rhine–Main:
–Darmstadt 2.8 3.3 2.5

Netherlands 7.0 9.3 10.5
Randstad:
–Utrecht 6.2 7.9 10.8
–North Holland 7.1 8.8 9.7
– South Holland 6.7 8.1 9.9

EUR 12 8.5 10.6 17.0

a. South East England.
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with offices and middle-class housing. Images of fragmented Ameri-
can cities have always been seen as non-transferable to Europe. Now
the first signs of similar developments can be observed in the suburbs
of Paris and in London, and they may also emerge even in Rotterdam
and Frankfurt.

There is much empirical evidence that the ongoing economic
development tends to favour spatial polarization within the world city
regions. In this context, polarization means that there are territorial
units that benefit from certain trends and urban regional competition,
and others that have to bear some or all of the negative implications
of specialization and spatial differentiation. Spatial differentiation
processes as sketched above separate the world city region into urban
glamour and backwater areas with their respective privileged and
underprivileged urban classes. Land values and property prices tend
to explode in certain locations within the world city region. Whereas
land values in some socially and aesthetically privileged districts of a
central city or of selected high-income suburbs grow to exclusive
heights, they tend to stagnate in other parts of the region, where
environmental pollution or social erosion deter middle- and high-
income households from investing and settling. The result is a grow-
ing social fragmentation of city regions, where single urban districts
tend to become virtually or even physically walled social and ethnic
communities like isolated islands in an urban archipelago.

Thus the overall trends determining spatial development in
European world cities are increasing spatial specialization, a result-
ing spatial differentiation, and a growing intraregional polarization
(fig. 3.4).

Administrative structure and metropolitan governance

Metropolitan governance in world city regions in Europe is highly
politicized. The obvious reason is that the politico-administrative
structures in these regions are very complex. In three of the regions
there is an urban centre (Paris proper, Frankfurt, the City of London)
that represents the global image, while numerous medium-sized and
small local governments in rings around the core city provide the
preconditions for the global flag-city to function. In the other two
regions, polynucleated structures add intraregional competition among
the larger cities (Rotterdam/Amsterdam, Cologne/Düsseldorf/Essen/
Dortmund/Duisburg) to the complex decision-making structures. The
large number of smaller politico-administrative units (Ile-de-France:
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514, Greater London: 56, Rhine–Main: 182, Rhine–Ruhr: 135, and
Randstad: 212) and their established participatory power in West
European democracies make it difficult to develop joint visionary
strategies for the world city region as a whole (table 3.9).

In politico-administrative environments where party politics and
election periods play a crucial role, these regions are like large tankers
drawn by pilot boats, the flag-cities, as a whole, being difficult to
steer. Changing their general course can be done only by charismatic
political leaders. Internal tax redistribution is, as a rule, one of the
controversial issues; the financing of joint facilities (e.g. theatres,
museums) and public utilities (e.g. waste disposal, water provision)
is another one. In order to avoid open conflict, decisions are made
through down-to-earth and day-to-day incrementalism and continuous
bargaining processes among the communities concerned.

Only in centralist France was the creation of a joint regional
authority possible; in all the other world city regions the establish-
ment of effective and powerful regional authorities with clearly
assigned functions and tasks has remained the planners’ pet postu-
lation. One consequence of such conditions is that the central gov-
ernment is a key player in local politics. This is undoubtedly the case
in the London and Paris world city regions, although to a much lesser
extent in the Randstad. Where national and regional tiers of admin-
istration and/or of democratically legitimized regions (as in Germany)
are established, an additional layer of time-consuming decision-

Fig. 3.4 From spatial specialization to spatial polarization
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making processes makes it even more difficult to join forces. This may
be why neither the Rhine–Main nor the Rhine–Ruhr regions have a
single metropolitan authority promoting and controlling their regional
development. For some metropolitan observers the absence of such
bodies is considered to be fortunate, because it may avoid globally
justified flagship policies at the cost of local communities.

Public transport

In all European world city regions public transport is, as a rule,
well organized. The traditional metro and suburban rail networks of
London and Paris have developed and expanded over decades. The
two German regions, despite much lower population densities, have
fairly modern and well-functioning intraregional rail transportation
networks, with efficient regional transport authorities, together with
the water boards, being the spearheads of intraregional cooperation.
The Randstad in the Netherlands is served by an equally efficient
national rail authority.

As a result of changing attitudes, more flexible working hours,
environmental concerns, and improving organizational measures,
public transport use in Germany and the Netherlands is growing. In
the other world city regions, security issues and comfort tend to dis-
courage public transport use, at least for those who have access to
alternative modes of transport and the means to pay high parking
fees. Parking policies are still the predominant key to public transport
policies. All regions do little to restrain the use of private cars within
the region as a whole. However, there are increasing pockets of traffic
restrictions and constraints on car use within the more attractive
inner districts of the city regions.

Table 3.9 World city regions in Europe: Population, area, and administrative units

World city region Population, 1987 Area (km2)
Administrative
units

London 12,043,400 14,578.80 56
Paris (Ile-de-France) 9,647,649 3,675.79 514
Rhine–Main 3,931,381 3,946.77 182
Rhine–Ruhr 10,754,554 9,935.57 135
Randstada 7,594,923 7,877.17 212

Source: NUREC (1994).

a. Excluding The Hague.

World city regions in Europe

57



To what extent new information and communication technologies
already do or may in the future substitute for intraregional mobility
and movements is still unknown. The expectation is that such tech-
nologies will contribute to the spatial extension of the metropolitan
region and to a further gentrification of the more attractive parts of
the regional hinterland, strengthening the development of the smaller
urban cores in the outer rings of the world city regions. They present
or further improve opportunities to combine a cheaper and more
relaxed way of life in smaller communities outside the global core
with short-term accessibility to global infrastructure and metropolitan
face-to-face contacts.

Major concerns of the regions are the smooth linking of public
transport to the international transportation nodes, to airports and
central high-speed train stations, passenger security issues, and con-
tinuous technical modernization.

The metropolitan public transport networks are highly subsidized
by the public sector. Hence their condition and their passenger
security depend on the willingness of national governments to raise
money for modernization, for automation, for acceleration and
regional extension, for raising comfort and frequency, for security
control, and for preventing vandalism. Paris, again, seems to do better
in this respect than London, where the Underground is in a deplorable
state, while the more recent German systems are, as a rule, in a good
shape. However, mainstream deregulation policies in all West Euro-
pean countries may further constrain the necessary modernization
of tracks, stations, and rolling stock, which in turn will polarize
the metropolitan population into those who are forced to use cheap
public transport and those who are able to pay for more comfortable
and safer substitutes.

Information power

It is not surprising that world city regions in Europe are the centres
of European if not global information power and, as a rule, also the
headquarters of international and national media corporations (table
3.10). They are the location of international correspondents and news
agencies, and of global publishers. Owing to the concentration of
financial (global exchange markets) and political power, the Euro-
pean world city regions are prime information sources for interna-
tional news. The concentration of media (with their armies of jour-
nalists and news and information producers) in such locations usually
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has two effects: the information complexes serve as screening, ana-
lysing, and redistribution centres for global news, and they select,
formulate, and feed European news into the wider global information
network. Both processes are highly arbitrary and selective.

Conclusion

Other aspects of structural change in world city regions are not dis-
cussed in this chapter, such as the gradually changing housing sector,
where public housing is gradually replaced by subsidized owner-
occupied housing in various forms, or the growing attention culture
in all forms is receiving in the metropolitan region, illustrated by the
gradual privatization of cultural facilities and events. Sustainability

Table 3.10 World city regions in Europe: Media power

World city region Journals

Media corporations
(rank among the world’s 100
largest media corporations)a

London Financial Times Reed International (18)
The Times Maxwell (28)
The Economist BBC (30)

Reuters (35)
Pearson (42)
United Newspapers (48)
Thorn/EMI (54)
Associated Newspapers (66)
Thames Television (100)

Paris (Ile-de-France) Le Monde Hachette (6)
Figaro Havas (34)

Socpresse (50)
Groupe de la Cité (77)
TF1 (79)
Cal Plus (84)

Rhine–Ruhr Handelsblatt Bertelsmann/RTL 2 (2)b
ARD/WDR (10)
WAZ (56)

Rhine–Main Frankfurter Allgemeine ZDF (69)
Randstad Elsevier (78)

Polygram (27)
Wolters/Kluwer (75)

a. 38 of the 100 largest corporations are North American corporations.

b. Bertelsmann has its corporate headquarters near the Rhine–Ruhr agglomeration (in

Gütersloh), though its activities are highly decentralized all over the world.
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and environmental concerns have become an extremely important
policy area in Europe, though more at the European, national, and
local level than at the world city region level. The provision of water
and the reduction of energy consumption will certainly be major
challenges for the European world city regions, as will be personal
security matters and the future of a rapidly ageing population. These
and other aspects of structural change and future challenges may
require additional thought and attention when monitoring the devel-
opment of world city regions in Europe and comparing it with devel-
opment in other global cities.

Two further aspects would be worth exploring in more depth when
assessing the relative achievements and failures of European world
city region development. First, history matters, because it best ex-
plains the cultural attitudes and geopolitical dimensions of political
decision-making processes. Secondly, a knowledge of national tax
and insurance systems is essential, because these systems ultimately
determine the locational behaviour of firms and households.

Patchwork city: Global economic trends and local
consequences

For many reasons, though mainly owing to faster information and
transportation flows, world city regions in Europe are becoming
patchwork cities of functionally specialized spaces. The whole city
region is a mosaic of spaces, some with global functions (e.g. inter-
national finance), some of European importance, and others with a
solely local function. These functions, however, are highly inter-
related. One functional space cannot survive without the others.

In order to strengthen their profile within international competi-
tion, and benefiting from their respective local potentials, world city
regions promote the development of those outward-oriented global
or European functions, usually at the expense of other functions (e.g.
specialized producer-oriented services), the establishment of special-
ized research and training institutions, and the development of global
transport centres. They promote hard and soft location factors in
order to be competitive in the global market. They try to improve
their accessibility and infrastructure standards, they fight to attract
international and national institutions and enterprises to complement
the local complex, they feel forced to initiate flagship projects to
improve the visual quality of the city, and, finally, they sponsor events
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to attract global visitors, to demonstrate a commitment to culture,
and to serve a demanding well-qualified local labour force. The
presence of international media is essential.

The result is specialized spatial/territorial spaces within the world
city regions and it is the global function that is causing intraregional
spatial differentiation. This in turn requires a larger territory to ac-
commodate the various requirements of actors in the global econ-
omy. Hence, global specialization and intraregional differentiation
lead unavoidably to a further growth of the urban region in Europe,
which is expanding more and more into a wider hinterland.

These gradually growing city regions are dominated and managed
by functional networks of people, actors, and political players who
formulate subregional development goals and regional decision-
making processes. Within this process the groups that usually set the
region’s development priorities are those that use their global infor-
mation power to influence the city region’s opinion leaders and deci-
sion makers. Here they are supported, as London and Paris perfectly
demonstrate, by the politico-administrative machinery of the state as
a whole residing in the world city region. To challenge the global
priority-setting, the intraregional losers in disadvantaged world city
spaces can use only their negative power.

The trends sketched above are paralleled by changing value sys-
tems and behavioural patterns in Western society. They are addi-
tionally driven by more and more privatized or corporate decision-
making systems in deregulated politico-administrative milieus. Such
development trends bring about a growing spatial differentiation of
urban and regional functions and land uses within world city regions
(Ache et al., 1992). The scaling up of functions to adapt the world city
region continuously to global standards leads to growing intra-
regional specialization of single territorial spaces.

International finance and services centres

International finance and services centres are those inner urban dis-
tricts of world city regions in Europe where a great variety of insti-
tutions of international finance and services, their forward and back-
ward linkages (media, printing, travel agencies, etc.), and the related
life spaces of their labour forces and clienteles are concentrated. In
London, Paris, or Frankfurt, such centres can be easily identified.
They can also be found in Düsseldorf and Amsterdam, although in
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somewhat smaller versions. These international finance and services
centres are globally interlinked and form part of the much-quoted
global city network.

Franchise worlds

Complexes of glass-covered inner-city shopping malls and fancy
shopping streets in world city regions are the urban context of inter-
national franchise chains, from Armani via Benetton to the Body
Shop. They allow privileged global travellers to buy their Armani
suit or their Dior cosmetics whenever they have the time to do their
shopping, and the window shopper to dream the consumer dream, or
just to stop over in a Pizzaland or Burger King restaurant. As a rule,
the urban and architectural design of such districts is global, not local,
unless the local conservation officer can reckon on political support to
keep at least the original façade.

Gentrified urban islands

Re-urbanization processes in Europe, a consequence of, among
others, changing value systems, altered lifestyles, smaller households,
and the higher incomes of young households, have resulted in con-
tinuous development pressure on centrally located urban districts
with a traditional housing stock and cultural milieus. Strong land-use
control and conservation acts protect such districts from housing
demolition and modern property development. Rising property values
force the former owners and users from such areas, while profes-
sional people, artists, and design boutiques occupy these spaces and
maintain their exclusivity. Chelsea is only one such area in London,
and in Paris, as in Amsterdam, only a few inner-city districts remain
untouched by gentrification pressure. Similar inner-city districts can
be found in Düsseldorf and Cologne, in Frankfurt and The Hague.

Global tourist circuits

The historical inner urban districts in European world cities are
favourite targets of the European and the global tourist. Visits to
Paris are ‘‘musts’’ in the life of any American, Japanese, or European
citizen if he or she can afford a stay in the city. London has a similar
attraction for Arabs and Africans. For the average European tourist,
visits to Amsterdam and Cologne can be added to the list, on which
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only Frankfurt has a very low rank, unless nearby Heidelberg is the
traveller’s target. As a rule, world city tourists ‘‘occupy’’ only selected
urban areas of the world city, where historic monuments and modern
plazas, a variety of first-class museums, fancy waterfront develop-
ments, a wide range of open-air restaurants, bars, and clubs, a large
choice of tourist and luxury hotels, and indigenous boutique-type
shopping precincts allow the tourist a relaxing mixture of cultural
learning and local shopping.

Modern R&D spaces (‘‘technopoles’’)

‘‘Technopoles’’ are urban districts or intraregional territories and
spaces where public and private R&D institutions are located, where
they carry out basic and applied research, and where a variety of
institutions of higher education and permanent education provide the
required skilled labour force for laboratories and training establish-
ments. Located around such spaces are high-income housing areas,
leisure clubs, and sports facilities for the R&D workforce. The pro-
totype model of such R&D spaces is Silicon Valley around Stanford
University. European examples of such specialized districts are tech-
nopole districts in outer Paris and large science parks in Rotterdam,
Darmstadt, or Dortmund.

Traditional industrial complexes

All European world cities have large traditional industrial areas that
are in a process of gradual restructuring. Some city regions are more
successful than others in changing their obsolete or continuously sub-
sidized economic base (e.g. the Ruhr or to some extent the London
Docklands). Some of these spaces have become the favoured location
for power plants, waste disposal facilities, and marginalized scrap and
recycling industries. Some are still producing basic industrial products
that require neither a sophisticated labour force nor easy access to
airports or modern logistics centres. Others make use of the abun-
dance of derelict industrial space for storage and logistical operations
that would be more costly elsewhere.

Modern production complexes (‘‘just-in-time regions’’)

In contrast to old industrial areas, modern industrial complexes are
characterized by modern infrastructure, new production plants in a
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key sector (mainly highly sophisticated production such as defence
and aerospace, multimedia and printing, or health industries), and a
variety of smaller and medium-sized supplier plants. The complexes
are additionally complemented by all kinds of producer-oriented
public and private services, from education and training to insurance
and logistics.

‘‘Edge’’ cities

At the edge of the densely built-up inner-city areas in world cities,
edge cities have emerged. Half way between the city core and the
outer residential areas, they are close to ring roads and junctions of
the metropolitan rail systems, complexes of office buildings, and
apartment blocks. Whereas property development in the inner city
is controlled by strong conservation concerns (for both cultural and
tourist reasons), edge cities allow almost unlimited bargaining for
development rights. Docklands is one such complex in London; La
Défense and the centre of Marne La Valle are two of the many edge
cities in Paris; Eschborn is an example for Frankfurt. Given the
financial power behind such projects, planning and urban design
considerations play hardly any role. The result, as a rule, is that pub-
lic space is neglected. Only in the public sector led development of La
Défense in Paris has public space received satisfactory attention.

Aerovilles (‘‘airport cities’’)

The need for immediate accessibility to international airports has
caused airport development corporations and private developers to
invest in large airport cities, a specialized type of edge city where
airport-related services and firms requiring fast access to global
transport networks find suitable locations for their business activities.
Such airport cities, which are simultaneously centres of global logis-
tics, have been developed or are under development in Amsterdam,
Paris, and Frankfurt.

Interregional distribution centres

Driven out by inner-city traffic restrictions and favoured by just-in-
time production technologies, interregional centres of logistics and
wholesale distribution are emerging at suitable out-of-town locations,
linked to the global or European hubs and to interregional trans-
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portation corridors. Examples are strategic centres of European-wide
logistical operations, or out-of-town centres for consumer goods dis-
tribution within the city region. Transport-related production and
services such as filling stations, truck selling and maintenance opera-
tions, cheap accommodation, but also wholesale distribution and tele-
shopping and home delivery enterprises, tend to locate in their vicinity.

Urbanized transportation corridors

Along transeuropean motorways, developments are taking place that
accelerate the gradual urbanization of the corridor. Their accessibility
(by car) favours firms and households driven out by inner urban
restructuring and unaffordable rents to locate at one motorway exit
site after the other. Enterprises benefiting from the flexible labour
force living at such locations, and from generous local government
subsidies, follow. As a consequence the former rural landscape is
gradually being urbanized. The corridor along the Rhine valley in
Germany is one such example; others are the M4 corridor linking
London to Bristol, or the corridor from Paris to Lille in France.

Urban backwaters

All world city regions in Europe have their disadvantaged backwaters
where those urban functions are concentrated that are considered
potentially to spoil the attractive global image of the city, but are
indispensable for the functioning of the world city region. These
are urban spaces where for whatever reasons (industrial dereliction,
social erosion, etc.) land values and housing rents are low, where
the land market does not raise speculative hopes, where an outdated
urban infrastructure is in bad shape, and where environmental con-
ditions are deplorable. Such urban areas are ‘‘ideal’’ locations for
low-cost urban operations and marginal businesses. But for many
urban dwellers they are the only remaining affordable urban space.
Hence they are the districts of the urban underclass, of ethnic
minorities and businesses, and for any urban functions that require an
inner urban location.

Leisure worlds (‘‘Disney Worlds’’)

Eurodisney, recently renamed Disneyland Paris, is a prominent
example of the kind of leisure complexes that seem to be emerging all
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over Europe with greater or lesser economic success. Another project
under development is the MGM Park in the Ruhr. These complexes
offer easily accessible and affordable short-term holidays in a relaxed
but organized atmosphere. They may be entertainment parks for a
carefree and safe weekend visit with children, or areas of organized
sport and recreation for short- and longer-term holidays (e.g. yachting,
golf, horse riding, or skiing).

Gentrified green belts

Rural areas within world city regions tend to become gentrified by
well-off urbanites aiming for rural lifestyles in easily accessible nearby
locations. The more attractive the rural landscape, and the more local
production is threatened by lower world market prices, the more
likely it is that agricultural production is given up. Apart from a few
remaining city farms selling untreated natural products at higher
prices to local consumers, such regions tend to be gradually taken
over by citizens who wish to live in an environmentally sound rural
environment, initially only at weekends, then maybe permanently
after early retirement. New communication technologies may even-
tually speed up this rural gentrification process.

Rural industrial complexes

Future agricultural production in Europe will be industrial in charac-
ter, where soil conditions and topography are favourable. Such areas
will be dominated by large privately owned farms and related agro-
businesses with all the required forward and backward linkages and
agricultural services. Such spaces are even to be found in world city
regions. The glasshouse agro-industries in the Randstad are one
example, and agricultural areas in outer Paris another.

Marginalized rural regions

As a result of mainstream European integration policies, rural
regions with low agricultural production, located in the shadow of
major transeuropean transportation corridors, or with limited acces-
sibility to the core of the world city region, will become further
marginalized, unless they are discovered by mobile freelancers as
cheap production spaces with global accessibility. Otherwise few
economic prospects remain for such regions: they may become the
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world city region’s nature reserves, if there is a certain ecological
potential; they may have the chance of becoming areas for second
and third homes for inner-city dwellers; and they may sell their
remoteness for all kind of activities that do not require centrality or
that are not welcome in central locations (e.g. nuclear power plants,
defence-related facilities, biogenetic experimental laboratories, or
industrial waste disposal facilities).

All such spatial categories, and probably still others, are identifiable
in one form or another in all European world city regions (fig. 3.5).
Knowing the economic pattern of a particular world city region, these
categories can be easily mapped. These spatial categories are linked
into interregional, international, or even global information networks,
they develop their own dynamics and infrastructural requirements,
and they perfectly reflect the growing fragmentation of Western
society, where spatial competition is clearly in charge. As a rule, the
functional specializations are mutually reinforced once the particular
image of such spaces is established. The world city function, with all
its local spatial requirements, is, as a rule, accelerating the spatial
segregation as sketched above.

World city regions in Europe: Between competition and
sustainability

At the end of the twentieth century, world city regions in Europe are
bound to find it difficult to achieve a balance between competition
and sustainability, a compromise between satisfying the requirements
of their global economic clientele and their dependent urban com-
plexes and milieus on one side, and commitment to sustainability on
the other. The conflicts between the two options and the various local
compromises dominate public debate and academic discourse in all
European urban regions, though more so in the European world city
regions. These controversies are sketched for three policy areas.

Global accessibility vs. local environmental concerns

Speeding up or slowing down – that is the conflict between those who
wish to see the world city region as an economic winner in the global
competition and who perceive economic growth as a prerequisite for
social redistribution policies, and those who place environmental
concerns above economic development. This conflict is best illus-
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Fig. 3.5 Spatial differentiation in European world city regions
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trated by the debates over airport extensions. Airport development is
a major concern of all large conurbations in Europe; it best demon-
strates the tough competition among world city regions in Europe for
global accessibility.

Familiar with the considerable growth rates of air traffic, for both
passengers and goods, all airport authorities wish to extend their air-
port facilities, by building additional runways, simultaneously fighting
for 24-hour take-off and landing rights, and harbouring plans to link
up with the European high-speed rail network. In their efforts they
are supported by industrial institutions, conservative politicians, and
various economic promotion agencies, but they are attacked by pres-
sure groups, green parties, and ecological non-governmental organi-
zations with considerable democratic and legal power to intervene in
airport development.

In 1994, in order to exchange information and to join strategic
forces, airport regions in Europe even established a cooperative net-
work, in which London and Paris as well as Amsterdam and Frank-
furt are represented. London is weighing a further extension of
Heathrow, whose capacity is near to exhaustion, against a fifth inter-
national airport. Amsterdam is investing heavily to extend its airport
(named ‘‘mainport’’) to make it a key hub on the continent, in com-
petition with Paris and Frankfurt. It aims to attract more passengers
from Rotterdam, from Brussels, and even from the Rhine–Ruhr con-
urbation, already with some success. Düsseldorf suffers from consid-
erable operational constraints, which hinder any further development
of its services and operating hours. Cologne may have better pros-
pects if linked to the new high-speed train networks after 2000. These
latter two options are opposed by environmental interest groups who
are fighting with some good arguments for a general decline in air
mobility. Paris has by far the best airport operational conditions. The
ultra-modern Charles de Gaulle airport lies far outside the densely
built-up area, and has recently even been linked to the TGV high-
speed network. Given the favourable location, there is comparatively
little opposition to airport operations. (See table 3.11.)

In a participatory context, as is the case in the five world city
regions presented here, such conflicts between powerful airport
authorities and local action groups, which are constantly improving
their professionalized counter-strategies, require extremely long
decision-making processes. As a rule, opposition to such projects is
rarely successful. It does, however, considerably reduce negative en-
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vironmental impacts by forcing the authorities to reassess their plans
and projects.

Flagship projects and gentrification vs. squatting and
homelessness

The development of large and prestigious flagship projects is one of
the significant features of European world cities. Large projects that
symbolize the dominance of the world city are to be found in all these
city regions. In Paris there is a long tradition of modern bourgeois
‘‘grands projets.’’ It started with the cultural ‘‘Centre Pompidou,’’
followed by the grandiose Grand Arche in La Défense and the Opera
Bastille. These projects, now favoured goals for the global tourist, are
objects of both local and global identification and they are prestigious
symbols of the capital city against the rest of the country. London
seems to be less ambitious, though the Docklands have become a
flagship project, at least for the media and for architects and planners.
Learning from the Docklands, Rotterdam is in the process of imple-
menting a huge waterfront development scheme, ‘‘Kop van Zuid.’’
Frankfurt has invested in the construction of 11 new museums along
Museumsufer to get rid of its Manhattan image. Investment in cul-
tural facilities has also occurred in Cologne and Düsseldorf. The

Table 3.11 World city regions in Europe: Airports, passengers, and freight

volumes, 1990

World city
region Airports

Passengers
embarked

Freight and post
loaded (tonnes)

London Heathrow 68,404,000 462,836
Gatwick
Stansted
Luton

Paris Charles de Gaulle 23,127,000 –
Orly

Rhine–Main Frankfurt 14,331,000 628,399
(Rhine–Main)

Rhine–Ruhr Düsseldorf 13,131,000 133,133
Cologne
Dortmund

Randstad Amsterdam – –
Rotterdam
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flagship projects in the Ruhr are different. Here, large industrial
structures are being either converted or used as they are for cultural
and leisure activities. The overall purpose of all these projects is the
same: they should add accessible modern sites of global interest to
the local environment. They are regional conversation pieces for the
global traveller. As a rule all these developments are government led,
with more public control and intervention in France and Germany,
and somewhat less in Britain and the Netherlands.

However, the development of these urban flagship projects has
anticipated and undesired implications. First, they usually trigger
and accelerate gentrification processes in their immediate local en-
vironment (Paris is a pertinent example) and force minority or dis-
advantaged groups in the lower echelons of the urban classes to leave
the locality because they cannot afford rising rents and property
values. Their new locality in the urban region is the declining urban
(as in London) or impoverished suburban (as in Paris) area. Such
gentrification processes are for various reasons less obvious and on
a somewhat smaller scale in the other three world city regions (the
Randstad, the Rhine–Ruhr, and the Rhine–Main areas).

Secondly, these flagship projects contrast with the growing visible
appearance of homelessness and squatting, and also of the new urban
poverty, which is one consequence of worldwide mainstream dereg-
ulation and privatization policies, proclaiming the end of the welfare
state. Again this is felt more in monocentric Paris and London than in
the other polycentric conurbations. Only where the scenic values of
the world city region are endangered by growing signs of dereliction,
squatting, and poverty are efforts being undertaken to shift the nui-
sance out of the inner city to less accessible urban districts.

Metropolitan efficiency vs. local independence

All the European world city regions covered in this chapter suffer
from weak intraregional cooperation. Usually there is a large number
of administrative units within the metropolitan area (in Paris, in
London, or in Rhine–Ruhr), which compete among themselves for
almost everything – to attract (tax-generating) facilities, high-tech
firms, and affluent households, for large international institutions and
corporate headquarters, for water, and for recreation spaces. They
also compete not to have the facilities they would prefer not to be
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built within their local boundaries, such as dumps, incineration plants,
nuclear power plants, or large traffic-generating out-of-town hyper-
markets. This results in constant political conflicts between the met-
ropolitan centre and the metropolitan periphery, between the global
spaces of the city region and its local complements. Apart from their
various substantive aspects, these conflicts have, as a rule, consid-
erable ideological and tactical dimensions. Moreover, the local solu-
tion may depend on election periods and public awareness, on the
media, and on individual personalities involved in such projects.
There are many possible hindrances to the formulation of joint
strategic efforts in response to the challenges that the metropolitan
region faces as a whole. Local communities, however, fear with some
justification that their independence and their interests are sacrificed
on the altar of global competitiveness, their needs and requirements
remaining unheard and unfinanced.

Strategic planning for the whole conurbation is convincingly done
only in centralistic France, where a well-established LAPTC is con-
stantly developing comprehensive and sectoral strategies for spatial
development of the Paris region (Ile-de-France). Since the dissolu-
tion of the Greater London Council, London has been struggling for
a new form of metropolitan government to look after all regional
concerns. As an interim substitute, a committee was established to
think about the future of the conurbation, here competing to some
extent with the established SERPLAN, a regional planning agency
with strategic planning responsibilities for the whole of South East
England. Both agencies, however, have little power in the political
environment. If they wish to convey messages to the political arena,
their only chance is to get the ear of the media and of the informed
public. No joint efforts of strategic planning are being undertaken in
the Rhine–Ruhr conurbation; not even the powerful Land govern-
ment has ever seen the necessity to initiate such a move. The once-
powerful Siedlungsverband Ruhrkohlenbezirk, covering almost half
the area of the Rhine–Ruhr conurbation, was deprived of its planning
functions in 1975. Intraregional competition and jealousy also explain
why neither the Greater Frankfurt conurbation nor the Randstad
has entered into any form of serious strategic planning. However, the
inner segment of metropolitan Frankfurt has its own joint land-use
planning agency, the Umlandverband Frankfurt, which can claim
some success in containing metropolitan sprawl. The local govern-
ments assigned to the Randstad by the Dutch physical planners show
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little interest in joining forces through joint strategic planning. Rather
they leave it to the national physical planning agency, which for some
decades has tried to promote the Randstad concept, with very little
success (Faludi and van der Valk, 1994).

Such conflicts have considerably changed the role of planners in
world city regions, making it even more difficult. Given the complex-
ity of planning problems in world city regions, and the information
power of those who wish to invest and to develop, extremely qualified
and specialized planners are required, planners who think globally
and act locally but are specialists in a selected field. The world city
region needs planners who understand how to moderate between
interest groups, planners who know how to communicate planning
visions to the informed and general public, planners who monitor
social and environmental changes and analyse their implications for
spatial development, planners who have the capability to define and
design public spaces in ways that simultaneously attract and constrain
the private sector to develop their properties, and finally planners
who continue to do what planners always did in the past, that is, tra-
ditional land-use planning, zoning, and planning control. Traditional
land-use planning and zoning become a routine activity only after the
time-consuming and power-related political bargaining processes
have successfully been concluded. The spatially differentiated world
city region requires highly specialized communicative planners who
can flexibly adapt to local conditions in a global context.

At the end of the twentieth century, Europe, with its long urban
and industrial history, has reached the point where it may pass the
baton to rapidly urbanizing Asia. The mega-cities of the future will
certainly evolve in Asia. Their problems will exceed those with which
European world cities are confronted today. European world cities
have some experience to share – their polycentric structure and
their visions for longer-term spatial development linked to a public
machinery that can control private land utilization to achieve such
visions, i.e. their growing commitment to sustainability. Urban inno-
vations in Europe, however, do not seem to be emerging from world
city regions. They originate rather from the dense network of crea-
tive medium and larger cities in Europe, which do not have the
burden of global competition. Whether European experience is
transferable to Asia or elsewhere can be explored only by those
who are responsible for planning, developing, and managing the
cities in Asia.
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Europa. Brussels: Commission of the European Union.

——— (1994), Networks of Cities. Brussels, Directorate-General XI, mimeo
(EDH.Im.622).

Conti, Sergio and Giorgio Spriano (1991), ‘‘Urban Structure, Technological Innova-
tion and Metropolitan Networks.’’ Ekistics: The Problems and Science of Human
Settlement 58, 350/351.

Economist, The (ed.) (1994). Pocket Europe: Profiles, Facts and Figures about
Europe Today. London: Penguin Books.

Faludi, Andreas and Arnold van der Valk (1994), Rule and Order. Dutch Planning
Doctrine in the Twentieth Century. Dordrecht: Kluwer Academic Publishers.

Friedmann, John (1986), ‘‘The World City Hypothesis.’’ Development and Change
17(1): 69–84.

Hall, Peter (1966), The World Cities. London: World University Library.
King, Anthony D. (1990), Global Cities: Post-imperialism and the Internationalisation
of London. London: Routledge.
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World cities in North America:
Structural change and
future challenges

Peter Gordon and Harry W. Richardson

Introduction

The past two decades have witnessed increasing interdependence of
national economies and intensified globalization. Although the United
States has a relatively low dependence on international trade (as
measured by indices such as ratio of total trade, exports and imports,
to GNP), the large size of its economy means that its international
impact is immense. Moreover, because increasing global inter-
dependence has been accompanied by dramatic changes in the com-
position of both exports and imports, and because economic structure
varies widely among metropolitan areas, globalization has had a
major influence on metropolitan development patterns.

The globalization of economic activity has been a raging topic of
discussion in recent years, and its impact on urbanization has been
widely debated. For example, the increase in capital mobility has
made it as easy to transfer productive resources interregionally as
internationally. The consequences for cities, both large and small, in
manufacturing regions have been serious. Another trend has been
the internationalization of financial markets. This has strengthened
and reinforced the dominance of the already powerful financial cen-
tres (e.g. New York, London, Tokyo), but the long-term impact is
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unclear because fund managers and other financial specialists have
increasing capacity to locate ubiquitously. Yet another interesting
hypothesis, associated with Paul Krugman, is that openness (in terms
of international markets) is associated with dispersion down the
national urban hierarchy, whereas autarky reinforces primacy. An
examination of this (Richardson, 1994) yielded mixed results, but
certainly the argument rarely applies to spatially large countries (e.g.
the United States, Brazil, India, China), which tend to have low
trade/GNP ratios and very dispersed spatial distributions in national
urban hierarchy terms.
In most of this chapter, we focus on how economic trends experi-

enced globally are affecting the intrametropolitan distribution of
economic activity. These trends include: the continued shift toward
services; the pull of an increasingly suburbanized labour force on
the location of new and relocating firms; the spatial implications
of the telecommunications revolution; the diffusion of agglomeration
economies over metropolitan space; and the effects of changes in the
level of congestion. Mainly, we explore the locational effects of these
issues in 12 Consolidated Metropolitan Statistical Areas (CMSAs) of
the United States, but we expect similar trends to be observed in
large Canadian metropolitan areas, as well as in cities outside North
America (such as Paris, Mexico City, and Seoul). We do not consider
how far down the national urban hierarchy these trends are observed,
although we do believe that restricted definitions of ‘‘world city’’ are
outdated. Increasingly, all cities are world cities.

The growth and transformation of cities

The growth of nations is very much explained by their stock of
knowledge. This involves ‘‘intellectual spillovers,’’ most of which take
place in cities (Glaeser, 1994). Cities, then, are not simply places that
grow if and when their local industries grow; rather, they can be
thought of as the ‘‘engines of growth.’’ In the increasingly integrated
global economy, efficiently functioning large cities have impacts far
beyond national borders.
The concentration of economic activities in cities involves trade-

offs between the inevitable costs of congestion and the prospective
benefits of agglomeration. Much of the deconcentration can be ex-
plained by falling transportation costs, including the substitution of
communications for travel, which allows some congestion costs to be
avoided, making agglomeration benefits available over larger geo-
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graphic spaces. Our work on commuting has shown that worsening
trip speeds are not necessarily associated with city size or growth
(Gordon and Richardson, 1994).
It follows that the extent to which cities are able to transform

themselves spatially has much to do with growth and economic suc-
cess. This idea is increasingly important in an age of steeply falling
information transmission costs. In a previous paper, we documented
the employment decentralization trends in major US metropolitan
areas in the 1980s (relying on data from the 1982 and 1987 Economic
Census; Gordon and Richardson, 1996). We noted that these trends
were consistent with the hypothesis that households now move
towards the metropolitan edges in search of amenities, followed by
suburbanizing firms seeking access to suburban labour pools. This
scenario is consistent with the idea that firms have become more
footloose, reversing the traditional locational orientation from one
where most residences were compelled to be near industries to one
where industries are more likely to follow the locational choices of
households. The dramatic shift from manufacturing dominance to
the modern service economy has contributed to this change. In the
1979–1992 period, total employment in the United States grew by 1.4
per cent per year; services grew by 4.1 per cent; all business services
grew by 6.3 per cent; of these, computer and data-processing services
grew by 9.0 per cent. The fastest-growing industries are the most
footloose.

The growth of US cities

Table 4.1 is helpful to an appreciation of how the 1980s affected
population growth in individual cities (the drawback of the table is
that the data refer to individual cities not to metropolitan areas
[MAs], a necessary limitation because most of the fastest-growing
areas are cities that are often not parts of MAs). Few of the large
cities grew significantly, not surprisingly in view of the continued
decentralization out of cities. However, growth during the decade
exceeded 15 per cent in several large cities (San Diego, Austin,
Phoenix, Jacksonville, San Jose, El Paso, Los Angeles, Forth Worth,
and San Antonio), all of them in the West or the South. The fastest-
growing cities were predominantly suburban jurisdictions, although a
few freestanding cities (e.g. Bakersfield, Fresno, Modesto, Stockton,
Las Vegas) have attracted some industrial activities. Moreover, the
overwhelming majority of the fastest growers were in California,
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Arizona, and Texas; the only exceptions were Las Vegas and Reno
(Nevada), Virginia Beach (Virginia), Aurora (Colorado), and Over-
land Park (Kansas). Finally, the right-hand columns of table 4.1 show
the biggest losers, ranked in terms of rate of population loss. Most of
the heaviest losers (the exception is New Orleans) were industrial
cities in the heartland, many of which were severely affected by
international competition (e.g. the automobile cities such as Detroit,
Flint, and Warren). On the other hand, a few of the cities (e.g.

Table 4.1 The growth and decline of US cities, 1980–1990

Largest cities

1980 1990 Change (%)

1. New York 7,071,639 7,322,564 3.5
2. Los Angeles 2,968,528 3,485,398 17.4
3. Chicago 3,005,072 2,783,726 �7.4
4. Houston 1,617,966 1,630,553 0.8
5. Philadelphia 1,688,210 1,585,577 �6.1
6. San Diego 875,538 1,110,549 26.8
7. Detroit 1,203,369 1,027,974 �14.6
8. Dallas 905,751 1,006,877 11.2
9. Phoenix 790,183 983,403 24.5
10. San Antonio 813,118 935,933 15.1
11. San Jose, CA 640,225 782,248 22.2
12. Indianapolis 700,974 741,952 5.8
13. Baltimore 786,741 736,014 �6.4
14. San Francisco 678,974 723,959 6.6
15. Jacksonville, FLA 540,920 672,971 24.4
16. Columbus, OH 565,021 632,910 12.0
17. Milwaukee 636,298 628,088 �1.3
18. Memphis 646,170 610,337 �5.5
19. Washington 638,432 606,900 �4.9
20. Boston 562,994 574,283 2.0
21. Seattle 493,846 516,259 4.5
22. El Paso 425,259 515,342 21.2
23. Nashville 477,811 510,748 6.9
24. Cleveland 573,822 505,616 �11.9
25. New Orleans 557,927 496,938 �10.9
26. Denver 492,694 467,610 �5.1
27. Austin, TX 372,536 465,622 25.0
28. Fort Worth 385,164 447,619 16.2
29. Oklahoma City 404,551 444,719 9.9
30. Portland, OR 429,400 437,319 1.8

Source: US Censuses of Population.
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Atlanta, Denver) were central cities located in expanding metropoli-
tan areas. Figure 4.1 locates the 100 largest US cities in 1990.
Turning to the metropolitan areas, table 4.2 shows that the national

metropolitan area size class distribution remained remarkably stable
between 1970 and 1990. The only notable change is a slight decline in
metropolitan population share of the 2,500,000þ size class combined
with very small increases in the shares of all other size classes
(somewhat more marked in the 500,000–1,000,000 size class). Thus,

Table 4.1 (cont.)

Fastest-growing cities

1980 1990 Change (%)

1. Moreno Valley, CA 28,309 118,779 319.6
2. Rancho Cucamonga, CA 55,250 101,409 83.5
3. Plano, TX 72,331 128,713 77.9
4. Irvine, CA 62,134 110,330 77.6
5. Mesa, AZ 163,594 288,091 76.1
6. Oceanside, CA 76,698 128,398 67.4
7. Santa Clarita, CA 66,730 110,642 65.8
8. Escondido, CA 66,709 108,635 62.8
9. Arlington, TX 161,872 261,721 61.7
10. Las Vegas, NV 165,304 258,295 56.3
11. Bakersfield, CA 113,193 174,820 54.4
12. Mesquite, TX 67,053 101,484 51.3
13. Glendale, AZ 98,418 148,134 50.5
14. Ontario, CA 88,820 133,179 49.9
15. Virginia Beach, VA 262,199 393,069 49.9
16. Modesto, CA 112,790 164,730 46.1
17. Scottsdale, AZ 89,577 130,069 45.2
18. Santa Ana, CA 204,014 293,742 44.0
19. Pomona, CA 92,742 131,723 42.0
20. Stockton, CA 149,555 210,943 41.0
21. Irving, TX 109,943 155,037 41.0
22. Fresno, CA 252,031 354,202 40.5
23. Aurora, CO 158,588 222,103 40.1
24. San Bernardino, CA 120,333 164,164 36.4
25. Vallejo, CA 80,303 109,199 36.0
26. Overland Park, KA 82,487 111,790 35.5
27. Salinas, CA 80,479 108,777 35.2
28. Santa Rosa, CA 84,402 113,313 34.3
29. Sacramento, CA 275,741 369,365 34.0
30. Reno, NV 100,756 133,850 32.8
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in aggregate terms the internationalization of the US economy
appears to have had little influence on the national urban hierarchy.
When the United States is split into macro-regions (North, South,

West), a different picture emerges. Table 4.3 illustrates the major
regional trends by large metropolitan areas (defined as larger than
1 million), small MAs, and non-metropolitan areas. In the country as
a whole, the large MAs grew faster than the other two categories
in the 1960s and in the 1980s; non-metropolitan areas grew fastest of

Table 4.1 (cont.)

Most rapidly declining cities

1980 1990 Change (%)

1. Gary, IN 151,968 116,646 �23.2
2. Newark, NJ 329,248 275,221 �16.4
3. Detroit 1,203,369 1,027,974 �14.6
4. Pittsburgh 423,960 369,879 �12.8
5. St. Louis 452,804 396,685 �12.4
6. Cleveland 573,822 505,616 �11.9
7. Flint, MI 159,611 140,761 �11.8
8. New Orleans 557,927 496,938 �10.9
9. Warren, MI 161,134 144,864 �10.1
10. Chattanooga, TN 169,514 152,466 �10.1
11. Louisville, KY 298,694 269,063 �9:9
12. Peoria, IL 124,813 113,504 �9:1
13. Macon, GA 116,896 106,612 �8:8
14. Erie, PA 119,123 108,718 �8:7
15. Buffalo 357,870 328,123 �8:3
16. Birmingham, AL 288,297 265,968 �7:7
17. Richmond 219,214 203,056 �7:4
18. Chicago 3,005,072 2,783,726 �7:4
19. Atlanta 425,022 394,017 �7:3
20. Kansas City, KA 161,148 149,767 �7:1
21. Baltimore 786,741 736,014 �6:4
22. Akron, OH 237,590 223,019 �6:1
23. Toledo, OH 354,635 332,943 �6:1
24. Philadelphia 1,688,210 1,585,577 �6:1
25. Dayton, OH 193,549 182,044 �5:9
26. Knoxville, TN 175,045 165,121 �5:7
27. Memphis 646,170 610,337 �5:5
28. Cincinnati 385,410 364,040 �5:5
29. Denver 492,694 467,610 �5:1
30. Washington 638,432 606,900 �4:9
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all the categories in the 1970s but slowest in the 1960s and the 1980s;
and the smaller MAs were buoyant throughout. These trends were
more or less mirrored in the individual regions, but there were strik-
ing interregional differentials in terms of growth rates. Particularly
after the 1960s, growth in all categories almost disappeared in the
North while remaining strong in the South and the West. Assuming
that population shifts generally (but not always) reflect changing
economic opportunities, and taking account of both the historical role
of the North as the industrial heartland and the growth of export
activities in the South and the West, these interregional changes are a
direct indication of how different urban regions responded in demo-
graphic terms to increasing globalization. Figure 4.2 shows the loca-
tions of the 50 fastest-growing metropolitan areas in the 1980s.
These overall trends can be clarified by examining the performance

of individual cities. Table 4.4 displays the population growth rates for
the 25 largest MAs by region. The drastic deceleration in the growth
rates (in some cases turning negative) of the large Northern MAs is
almost across the board. Kansas is a partial and Minneapolis–St. Paul
a striking exception (in the latter case a partial reflection of the success
of several large internationally oriented companies such as 3M and
Cargill). The Southern MAs performed well, with the exception of the
border metropolises (Baltimore and, to a lesser extent, Washington,
D.C.), but in at least two cases (Miami and Tampa–St. Petersburg)
the reasons are non-economic. Dallas–Ft. Worth and Atlanta are the
strongest performers in the region, while the deceleration of Houston
(in the 1980s compared with the 1960s and 1970s, and within the
1980s in the latter half of the decade) primarily reflects the problems

Table 4.2 Metropolitan population (CMSAs and MSAs) by size class in 1990, 1970–

1990

1970 1980 1990

Size class
No.
(1990)

Population
(million)

Share
(%)

Population
(million)

Share
(%)

Population
(million)

Share
(%)

2,500,000 or more 15 79.0 49.5 84.3 47.7 94.1 47.6
1,000,000–2,499,999 25 30.4 19.0 34.4 19.4 38.8 19.6
500,000–999,999 33 18.2 11.4 21.4 12.1 24.3 12.3
250,000–499,999 63 17.3 10.8 19.8 11.2 22.0 11.1
<250,000 132 14.7 9.2 17.0 9.6 18.5 9.4
Total 268 159.6 100.0 176.9 100.0 197.7 100.0

Source: US Censuses of Population.
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in the world oil market. In the West, all the large MAs experienced
moderately strong growth. However, the fastest-growing MAs were
Phoenix and San Diego, neither of which was closely involved inter-
nationally, despite their relative proximity to the Mexican border.
But it was Los Angeles that showed the most dramatic acceleration in
the 1980s, and here global influences were paramount: the dominance
of the twin ports of Long Beach and Los Angeles in US international
trade; the massive immigration from Latin America and Asia, which
helped to prolong Los Angeles’ position as a major manufacturing
centre (e.g. in the garment industry); the growth of Japanese invest-

Table 4.3 Percentage population change for regional and metropolitan categories,

1960–1990

Percentage 10-year change
Percentage 5-year

changeRegion and
metropolitan
category

1990 size
(million) 1960–70 1970–80 1980–90 1980–85 1985–90

North

Large MAs 62.9 12.0 �0.9 2.8 1.3 1.5
Other MAs 25.6 11.1 5.2 3.3 0.9 2.4
Non-MAs 22.6 2.6 8.0 0.1 0.7 �0:6

South

Large MAs 28.2 30.9 23.4 22.3 12.3 8.9
Other MAs 31.9 15.5 20.9 13.4 8.8 4.2
Non-MAs 24.9 1.1 16.3 4.6 4.4 �0:3

West

Large MAs 33.8 29.1 20.0 24.2 10.9 11.9
Other MAs 10.8 24.8 32.2 22.8 11.4 10.2
Non-MAs 8.1 9.0 30.6 14.1 9.1 4.6

US totals

Large MAs 124.8 18.5 8.1 12.1 6.0 5.8
Other MAs 67.9 14.6 15.5 10.8 6.1 4.4
Non-MAs 56.0 2.2 14.3 3.9 3.6 0.3

Regional totals

Large MAs 111.0 9.8 2.2 2.4 1.1 1.2
Other MAs 84.9 14.2 20.1 13.3 8.6 4.3
Non-MAs 52.8 24.6 24.0 22.2 10.7 10.3

Total 248.7 13.4 11.4 9.8 5.4 4.1

Source: Frey (1993) based on data compiled at University of Michigan Population Studies

Center from decennial Census data and estimates prepared by the Census Bureau Population

Division.
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Table 4.4 Percentage change in the 25 largest metropolitan areas in North, South,

and West regions, 1960–1990

Percentage 10-year change
Percentage 5-year

change
Region and
metropolitan area

1990 size
(million) 1960–70 1970–80 1980–90 1980–85 1985–90

North

New York CMSA 18.1 11.8 �3.6 3.1 2.9 0.2
Chicago CMSA 8.1 12.2 2.0 1.6 1.9 �0:2
Philadelphia CMSA 5.9 12.1 �1.2 3.9 1.7 2.1
Detroit CMSA 4.7 13.4 �0.7 �1.8 �3.6 1.8
Boston CMSA 4.2 12.7 0.8 5.0 2.0 3.0
Cleveland CMSA 2.8 9.8 �5.5 �2.6 �2.0 �0.6
Minneapolis–
St. Paul CMSA 2.5 23.0 7.8 15.3 5.9 8.9

St. Louis MSA 2.4 12.4 �2.2 2.8 1.5 1.3
Pittsburgh CMSA 2.2 �0.7 �5.2 �7.5 �3.6 �4.1
Cincinnati CMSA 1.7 9.9 2.9 5.1 1.2 3.8
Milwaukee CMSA 1.6 10.9 �0.3 2.4 �1.3 3.7
Kansas City MSA 1.6 14.2 4.4 9.3 4.2 4.8

South

Washington MSA 3.9 37.3 6.9 20.7 7.3 12.5
Dallas–Fort Worth
CMSA 3.9 37.1 14.6 32.6 19.8 10.7

Houston CMSA 3.7 38.1 43.0 19.7 16.8 2.4
Miami CMSA 3.2 48.8 40.1 20.8 8.9 10.9
Atlanta MSA 2.8 35.0 27.0 32.5 15.6 14.6
Baltimore MSA 2.4 14.8 5.3 8.3 2.4 5.7
Tampa–St. Petersburg
MSA 2.1 34.8 46.0 28.2 15.8 10.7

West

Los Angeles CMSA 14.5 28.8 15.2 26.4 10.8 14.1
San Francisco–
Oakland CMSA 6.3 27.7 12.9 16.5 8.2 7.6

Seattle CMSA 2.6 28.6 14.0 22.3 7.4 13.9
San Diego MSA 2.5 31.5 37.1 34.2 14.6 17.1
Phoenix MSA 2.1 46.4 55.4 40.6 22.4 14.9
Denver CMSA 1.8 32.6 30.7 14.2 12.9 1.2

Source: Frey (1993) based on data compiled at University of Michigan Population Studies

Center from decennial Census data and estimates prepared by the Census Bureau Population

Division.
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ment (now disinvestment) in commercial real estate; and (until the
late 1980s) defence-related economic activities.

Changing populations

Table 4.5 shows that the largest increases in minority population
(mainly because of immigrants) between 1980 and 1990 occurred in
Los Angeles, New York, San Francisco, Miami, and Houston. This
growth accounted for most of each area’s population growth in three
cases (92 per cent in Los Angeles, 88 per cent in San Francisco, and
79 per cent in Houston) and more than offset non-minority declines
in two cases (860,000 in New York and 85,000 in Miami). Four out of
these five metropolitan regions (the exception is New York) grew
rapidly in the 1980s, almost all of the growth being the result of
immigration.
The growth of minority populations in the United States MAs in

the 1980s was primarily associated with recent immigration (the
national increase in the African-American population was only 13.2
per cent, compared with a 53.0 per cent increase in the Hispanic

Table 4.5 Metropolitan areas with greatest 1980–1990 increases: Total population

Metropolitan area Increase (’000)

Areas with greatest total increase

Los Angeles CMSA 3,034
Dallas–Fort Worth CMSA 955
San Francisco CMSA 885
Atlanta MSA 695
Washington D.C. MSA 673

Areas with greatest White increase

Dallas–Fort Worth CMSA 487
Atlanta MSA 414
Phoenix MSA 412
Tampa–St. Petersburg MSA 345
Seattle CMSA 324

Areas with greatest minority increase

Los Angeles CMSA 2,795
New York CMSA 1,398
San Francisco CMSA 787
Miami CMSA 635
Houston CMSA 484

Source: Frey (1993).

World cities in North America
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population and a 107.8 per cent increase in the Asian population;
see table 4.6). Table 4.6 also sheds light on how the growth of differ-
ent races varies by region and type of area. The growth was widely
dispersed, especially for the Hispanic population. However, the
growth of Asian population in the West was three times higher in the
large MAs than in the other areas, while the growth of the African-
American population was much higher in the small MAs and in the
non-metropolitan areas than in the large MAs in the West and much
higher than elsewhere in the country. Of the almost 13.5 million
increase in the population of large MAs between 1980 and 1990,
64.5 per cent was accounted for by Hispanics and Asians. The growth
of large MAs in the 1980s was largely fuelled by new or recent
immigration. Although the quickening pace of immigration largely
reflected the relaxation in US immigration laws, this relaxation
occurred in an environment of increasing internationalization.
Table 4.7 examines central-city–suburban differentials in racial

composition in the 25 largest metropolitan areas. As expected, in all
cases minorities are much more concentrated in the central cities
than in the suburbs. In many instances, such as Detroit, Baltimore,
Atlanta, Chicago, Washington D.C., Cleveland, and Miami, the dif-
ferentials are colossal. Yet, perhaps surprisingly, in every case except
Milwaukee, the minority population grew faster in the suburbs
between 1980 and 1990 than in the central city, in many metropolitan
areas (e.g. Dallas–Fort Worth, Atlanta, Boston, Washington D.C.,
Tampa–St. Petersburg, Miami, and Seattle) much faster. Furthermore,
in most metropolitan areas (the exceptions are Detroit, Cincinnati,
Milwaukee, and Phoenix) the central-city–suburb differential in
favour of the suburbs was wider for minorities than for non-Hispanic
whites. These data are significant because they explode the myth of
central-city populations of colour surrounded by white suburbs. How-
ever, in addition to this, the spilling over of minorities into the suburbs
is a reflection of their increasing affluence and mobility. Furthermore,
the 1990 suburban minority share tended to be particularly high in
those metropolitan areas that showed the highest metropolitan-wide
increases, largely reflecting the growth of immigrant populations.

Economic change

The above comments refer to population data. Employment indica-
tors provide a more direct measure of how internationalization affects
the economic performance of economic areas. Table 4.8 shows the

Regional surveys and selected world cities
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average annual employment growth rates of individual sectors in
the 17 CMSAs (the Boston CMSA is excluded because of complex
boundary changes) between 1972 and 1992 (using 1992 CMSA
boundary definitions), based on US Department of Commerce
Bureau of Economic Analysis (BEA) data. The most salient features
are that the range of growth rates varies from a decline of 0.74 per
cent per annum in manufacturing to an increase of 3.99 per cent
per annum for services (the total employment growth rate is 1.87
per cent per annum). Moreover, manufacturing is the only declining
sector (with the exception of military employment). Furthermore, the
typical core–ring growth differentials are observed in both manu-
facturing and services. To the extent that the deteriorating perfor-
mance of manufacturing reflects the increasing intensity of inter-
national competition over this period, globalization has accelerated
the to-be-expected shifts toward services in the largest metropolitan
areas.
For example, one measure of the United States’ increasing inter-

national interdependence is the threefold expansion in exports of
producer services in the 1980s (producer services are defined as com-
munications, banking, security and commodity brokers and services,

Table 4.8 Average annual growth rates in employment: 17 CMSAs, 1972–1992

Average annual growth rates

Sector CMSA Core Ring

Private 0.02024 0.01772 0.02583

Agricultural services, forestry, fisheries, and other 0.03845 0.03363 0.04451
Mining 0.03115 0.03173 0.02882
Construction 0.01652 0.01398 0.02146
Manufacturing �0.00737 �0.00966 �0.00285
Transportation and public utilities 0.01027 0.00746 0.01743
Wholesale trade 0.01874 0.01278 0.03494
Retail trade 0.01970 0.01711 0.02482
Finance, insurance, and real estate 0.02220 0.01929 0.02968
Services 0.03985 0.03726 0.04597
Government and government services 0.01049 0.00895 0.01356

Federal, civilian 0.00428 0.00272 0.00884
Military �0.00772 �0.00905 �0.00569
State and local 0.01502 0.01351 0.01785

Total 0.01873 0.01640 0.02380

Source: US Bureau of Economic Analysis, Regional Economic Information System data files.
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insurance carriers and agents, holding and other investment compa-
nies, business services, film production, legal services, and miscella-
neous professional services). By 1990, producer services accounted
for 8.2 per cent of total US exports, and grew in the 1980s at 2 1

3 times
total exports (13.3 per cent per annum compared with 5.7 per cent).
Based on earnings data (neither output nor exports data are directly
available), four CMSAs (New York, Los Angeles, Chicago, and San
Francisco) accounted for 35 per cent of the US total in this sector
(excluding communications, for which data are not fully available
because of disclosure problems) compared with 25 per cent of total
economic activity. Also, producer services accounted for one-quarter
of economic activity in these four ‘‘gateway’’ CMSAs. These cities
were the headquarter locations for each of the six largest accounting
firms, 97 per cent of the 35 largest advertising firms, and 73 per cent
of the 50 largest law firms (Drennan, 1992).
Table 4.9 uses BEA data to illustrate changes in economic struc-

ture in the 12 CMSAs examined in detail below between 1972 and
1992. They show specialization in the service sectors (especially
wholesale trade, the FIRE (finance, insurance, and real estate) sector,
and business and personal services) in most of the large metropolitan
regions. Also, specialization increased in services between 1972 and
1992 in 8 of the 12 cities. On the other hand, despite the shift from
manufacturing to services, 6 of the 12 cities (mainly in the Midwest)
continued to specialize in the manufacturing sector.

Spatial change

While growing and changing in terms of economic activity, cities have
also been reshaping themselves. Mostly, they have been growing
outward. Table 4.10 shows population change from 1960 by macro-
region for the 25 largest cities in their central cities and suburbs.
Northern central cities lost population in all three decades with the
exceptions of New York and Kansas in the 1960s and New York
and Boston in the 1980s. In the South, there was brisk 1980s
central-city population growth in Dallas–Fort Worth, slower growth
in Houston, Miami, and Tampa–St. Petersburg, and decline in
Washington, Atlanta, and Baltimore. The cities of the West all grew
in the 1980s with the exception of Denver; San Francisco–Oakland
and Seattle showed more modest growth than Los Angeles, San
Diego, and Phoenix, but the former actually reversed 20 years of
decline.
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The suburban growth story is somewhat different. With the excep-
tion of Pittsburgh, all of the Northern suburbs grew significantly in
the 1960s. This growth slowed substantially in the 1970s and the
1980s. Pittsburgh’s suburbs declined in both decades and Cleveland’s
declined in the 1980s. In contrast, all of the Western and Southern
suburbs grew substantially in all three decades. A more detailed
examination of suburbanization using employment data follows.

Metropolitan jobs dispersion

The US Economic Census contains some of the most accurate and
detailed data on US industrial location. In our previous paper
(Gordon and Richardson, 1996) we focused on the 12 metropolitan
areas that had been classified as CMSAs (Consolidated Metropolitan
Statistical Areas) in 1982 and in 1987 (and without major redefini-
tion). We analysed the employment data in terms of the central city
(not to be confused with the CBD), the immediately surrounding
PMSA (Primary Metropolitan Statistical Area, mostly the inner and
older suburbs, referred to here as Ring I), and the remaining con-
tiguous PMSAs (the outer and newer suburbs, Ring II). We did this
in order to go beyond the standard central city vs. suburb dichoto-
mies utilized in our population discussion. We were not evoking the
idea of monocentric cities. Rather, we were testing the hypothesis of
the previous section as best we could with data not available in less
aggregated form (only some of the Census data were made available
for postal Zip codes). With our approach, trends within each metro-
politan area can be studied, but intermetropolitan comparisons must
be made carefully because local county boundaries are the building
blocks of the CMSAs and the rings.
The findings of the previous paper emphasized the almost ubi-

quitous decentralization of employment for the large US metropolitan
areas in the 1980s; this was true for all major employment sectors,
including services. We now carry the analysis forward into the 1990s,
using data from the 1992 Economic Census (for the retail, wholesale,
and services sectors; metropolitan-level data for the manufacturing
sector were not yet released at the time of writing) as well as from
the Bureau of Economic Analysis’ Regional Economic Information
System (REIS) file. The latter includes annual data from 1969 to
1993. It includes more sectors than the Economic Census but does
not go below the county level; we can examine outer suburbs but we
cannot separate inner suburbs from central cities. Also, employment
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totals from the two sources are not consistent because the BEA
includes part-time workers.
Table 4.11 shows that the 1982–1987 trends continued to 1992.

Combining all 12 metropolitan areas, the shares of jobs in central
cities continued to fall in all three sectors. Likewise, all three sectors’
shares of Ring I employment rose, as did the corresponding shares in
Ring II. In 1992, Ring II employment shares were about equal to
Ring I shares.
Table 4.12 shows sectoral growth rates by metropolitan location.

The 1987–1992 period included an economic recession; all growth
rates were lower than in the previous five years. For the central cities
this meant that only one of the three sectors (services) showed posi-
tive growth, though at just more than one-tenth the pace in Rings I
and II. Retail and wholesale jobs grew in both Rings; retail growth was
highest in Ring I whereas wholesale growth was highest in Ring II.
Growth rates during the period 1982–1992 include times of

economic expansion as well as contraction. Ten-year population
growth for the group of 12 CMSAs was 0.9 per cent per year. The
Los Angeles CMSA grew fastest at 2.3 per cent per year; only the
Cleveland CMSA experienced negative population growth. Los
Angeles also led in Ring II population growth at 3.4 per cent; only
Chicago experienced negative population growth in Ring II. Ring I
population growth was greatest in Houston (3.0 per cent) and least
in Cleveland (0.1 per cent). Most central cities had negative popula-
tion growth (Milwaukee, Houston, Miami, Cincinnati, Philadelphia,
Chicago, Cleveland, Detroit); only 4 of the 12 central cities (Los
Angeles, Seattle, San Francisco, New York) reported positive pop-
ulation growth, though the rates were low, ranging from 0.3 per cent
per year (New York) to 1.4 per cent per year (Los Angeles).

Table 4.11 Shares of sectoral employment: Combined (12) major CMSAs, 1982,

1987, 1992

Central city Ring I Ring II

Sector 1982 1987 1992 1982 1987 1992 1982 1987 1992

Manufacturing 0.302 0.258 – 0.349 0.377 – 0.349 0.365 –
Retail 0.281 0.258 0.231 0.368 0.379 0.396 0.351 0.364 0.373
Wholesale 0.377 0.319 0.273 0.336 0.360 0.380 0.287 0.321 0.347
Services 0.416 0.361 0.310 0.300 0.327 0.355 0.284 0.313 0.335

Source: Calculated by authors from US Economic Census data.
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Overall 10-year job growth for the group of 12 CMSAs can be
summarized as follows: Ring I led Ring II in retail and services
growth; Ring II led Ring I in wholesale jobs growth; the growth dif-
ferences between the two rings were small; and the growth rates in
Rings I and II greatly surpassed central-city growth rates.
Looking at 10-year job growth for individual areas (table 4.13),

only 3 of the 12 central cities (Milwaukee, Seattle, Los Angeles)
showed positive growth in wholesale jobs. All central cities but
Detroit showed positive growth in services jobs. Only two central
cities (Seattle and San Francisco) had retail job growth above 1 per
cent per year; three declined (Cleveland, Milwaukee, Detroit); the
other central cities grew but at less than 1 per cent per year.
Ten-year job growth in Ring I was positive in all CMSAs in all

three sectors but growth rates varied widely. Ring I wholesale growth
leader Seattle grew at six times the pace of lagging San Francisco
(6.5 per cent per year vs. 1.1 per cent). Ring I services growth leader
Houston grew at 13.3 per cent per year whereas last place New York
grew at 4.7 per cent. Ring I retail growth leader Chicago (5.3 per cent)
grew at almost 10 times the rate of lagging New York (0.6 per cent).
The range of growth rates was greater for Ring II. In the wholesale

sector, Detroit’s growth was 16.5 per cent per year, far greater than
second-place Houston (6.4 per cent). Chicago’s Ring II wholesale
jobs actually declined in the decade. An even greater contrast is ap-
parent in services growth: Detroit again led with 16.3 per cent per
year; Chicago was again last with negative growth. The retail growth
ranking was similar: Detroit was first (13.1 per cent); Cleveland and
Chicago both showed negative growth.
Within the services sector, those subsectors that fall into the busi-

ness services category (SIC 73) had employment growth that was
much faster than the group in the personal services subsector (SIC
72; table 4.14). This reflects modern business practices that avail
themselves of new information transmission opportunities, reduced
transaction costs, more outsourcing, etc. As we would expect, of the
metropolitan areas that led in 1987–1992 business services growth
(Houston, Seattle, Cleveland, Miami, Chicago, Detroit, Los Angeles,
San Francisco, Milwaukee), most (Houston, Seattle, Miami, Detroit,
San Francisco, Milwaukee) experienced most of that growth in the
outer suburbs. Cleveland and Los Angeles show Ring I and Ring II
business services growth rates that are almost the same.
However, with respect to the four ‘‘gateway’’ metropolitan areas

(Drennan, 1992), producer services remained much more centralized

World cities in North America
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Table 4.13 Average annual job growth rates: 12 CMSAs, 1982–1992

CMSA Central city Ring I Ring II

New York
Wholesale 0.016 �0.012 0.019 0.036
Retail 0.025 0.001 0.006 0.040
Services 0.047 0.016 0.047 0.076

Los Angeles
Wholesale 0.027 0.003 0.021 0.060
Retail 0.021 0.009 0.017 0.033
Services 0.055 0.031 0.062 0.073

Chicago
Wholesale 0.019 �0.019 0.046 �0.060
Retail 0.021 0.005 0.053 �0.059
Services 0.052 0.026 0.091 �0.007

San Francisco
Wholesale 0.032 �0.012 0.011 0.046
Retail 0.021 0.014 0.017 0.023
Services 0.054 0.030 0.060 0.063

Philadelphia
Wholesale 0.009 �0.026 0.026 0.001
Retail 0.020 0.002 0.025 0.026
Services 0.059 0.023 0.064 0.093

Detroit
Wholesale 0.029 �0.029 0.032 0.165
Retail 0.040 �0.013 0.035 0.131
Services 0.060 �0.009 0.063 0.163

Houston
Wholesale �0.012 �0.019 0.012 0.064
Retail 0.014 0.004 0.020 0.076
Services 0.055 0.021 0.133 0.100

Miami
Wholesale 0.031 �0.014 0.035 0.057
Retail 0.022 0.006 0.029 0.021
Services 0.055 0.033 0.055 0.065

Cleveland
Wholesale 0.013 �0.026 0.036 0.005
Retail 0.018 �0.001 0.035 �0.008
Services 0.048 0.015 0.074 0.033

Seattle
Wholesale 0.039 0.006 0.065 0.041
Retail 0.049 0.016 0.048 0.093
Services 0.075 0.041 0.091 0.107

Cincinnati
Wholesale 0.034 �0.007 0.057 0.064
Retail 0.033 0.008 0.043 0.026
Services 0.061 0.036 0.081 0.070

Milwaukee
Wholesale 0.024 0.006 0.034 0.047
Retail 0.020 �0.004 0.034 0.018
Services 0.052 0.026 0.071 0.061

Source: Calculated by authors from US Economic Census data.
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Table 4.14 Average annual service sectors job growth rates: 12 CMSAs, 1987–1992

CMSA Central city Ring I Ring II

New York
Personal services 0.016 �0.015 �0.003 0.034
Business services 0.003 �0.042 0.048 0.038

Los Angeles
Personal services 0.017 �0.014 0.020 0.039
Business services 0.037 0.015 0.048 0.043

Chicago
Personal services 0.023 0.003 0.080 �0.142
Business services 0.044 0.022 0.069 �0.003

San Francisco
Personal services �0.006 �0.062 �0.025 0.015
Business services 0.033 0.001 0.032 0.044

Philadelphia
Personal services 0.021 0.000 0.036 �0.004
Business services 0.003 �0.069 0.041 �0.056

Detroit
Personal services 0.025 �0.013 0.006 0.272
Business services 0.039 �0.056 0.039 0.153

Houston
Personal services 0.044 0.037 0.069 0.031
Business services 0.130 NA �0.076 0.052

Miami
Personal services 0.033 �0.042 0.060 0.026
Business services 0.047 0.007 0.049 0.059

Cleveland
Personal services 0.033 0.024 0.065 �0.028
Business services 0.052 �0.009 0.078 0.074

Seattle
Personal services 0.052 0.000 0.054 0.133
Business services 0.066 �0.016 0.119 0.175

Cincinnati
Personal services 0.026 �0.008 0.044 0.000
Business services �0.011 0.001 0.005 �0.011

Milwaukee
Personal services 0.016 0.006 0.016 0.046
Business services 0.026 0.017 0.027 0.052

12 CMSAs
Personal services 0.021 �0.006 0.038 0.025
Business services 0.031 NA 0.037 0.039

Source: Calculated by authors from US Economic Census data.
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than other sectors. About 63 per cent of the CMSA totals were
located in the core county (1988 data). Moreover, although suburban
firms are much more prevalent than central-city firms, they tend to
depend on central-city firms for externally provided financial services
(actuarial services, auditors, banks, investment banks, and legal
counsel), the percentages ranging from 53 per cent to 71 per cent
(averaged over three CMSAs – New York, Los Angeles, Chicago;
Schwartz, 1992). However, even financial services are now decentral-
izing as the revolution in information technologies reduces the need
for face-to-face contacts, although the rate of decentralization lags
behind that for other professional and business services (Stanback,
1991).
As already mentioned, the BEA employment data are not strictly

comparable to the economic census data. Yet, they do include 1992
manufacturing employment (not yet fully available from the Census).
Also, because the BEA data are available from 1969, we studied their
20-year (1972–1992) performance in order to test the longer-term
durability of trends seen in the previous 1982–1992 analysis. Table
4.15 shows the shares of CMSA jobs in each of the outer suburbs
(Ring II) at five-year intervals for seven major sectors as well as their
total (All Private). Substantial employment decentralization occurred
almost everywhere, in fast-growing Los Angeles but not in almost-as-
fast-growing Seattle, in fast-growing Miami but also in slow-growing
Philadelphia. Where rapid spatial dispersion occurred, it applied to
services at least as much as to manufacturing, suggesting that in the
aggregate the two sectors are similarly footloose. In fact, the 1972–92
trends for the combined CMSAs show all of them dispersing to
Ring II. Population-following retail and construction were most
suburbanized in 1992; those that had been least suburbanized in
1972 (wholesale, transportation and public utilities, FIRE) showed
the fastest Ring II growth.

Conclusion

It is not possible to discern conventional regional patterns of growth
and decline (e.g. ‘‘sunbelt’’–‘‘frostbelt’’) in these results. Rather, the
major consistency appears to be the continued decline of the central
cities and the industrial strength of the suburbs, with the outer suburbs
reaching levels of employment that had previously been achieved by
the inner suburbs. Where growth took place at all, it was mostly (not
always) in the outer suburbs. These results appear to affect all three
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of the major sectors studied, and also the seven sectors highlighted
in the BEA file. Rapid spatial change in US cities appears to be
accompanying rapid technological change. It is impossible to say
which causes which. It is likely that they reinforce each other. We
would expect similar interactions between global economic and tech-
nological trends and spatial changes to be observed in cities in other
parts of the world. As a generalization, the intrametropolitan trends
and their sources have received less research attention than the
interregional and transnational trends.
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5

The growth of Tokyo as
a world city

Masahiko Honjo

Introduction

This chapter describes the development of Tokyo as a world city,
emphasizing changes after World War II.1 The elements of this
transformation include both urban growth and urban economic
restructuring and are closely related to processes at the national
level. Particularly important are the changes to Tokyo articulated
through globalization processes that have occurred since the 1970s.
These forces have helped to usher in Japan’s new ‘‘post-industrial’’
stage of development. The principal change is the emergence of
Tokyo as a location for central management functions that control
the various activities of Japanese industries around the world.
Rapid metropolitan growth, especially that of capitals, has been a

common phenomenon since 1950 all over the world. A growing
number of cities around the world are reaching unprecedented size.
The United Nations predicts that 21 cities will exceed 10 million in
population by the end of the twentieth century (United Nations,
1995: 131). In less developed countries (LDCs), this urbanization is
primarily due to the movement of people from rural areas to urban
centres seeking opportunities for employment. In more developed
countries (MDCs), large cities, although suffering from economic
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stagnation owing to the decline of their industries and resulting decay
of inner cities, still continue to grow as a result of territorial expan-
sion of their administrative boundaries and immigration. However,
size alone does not make a world city. Tokyo, although holding the
position of largest city in the world since 1960, is a world city because
of the global functional linkages it has through business (commodities
and securities trading, foreign direct investment, banking), telecom-
munications (media and Internet resources), and politics. Revealing
the history of Japan’s rise to global economic prominence is a major
part of explaining the rise of Tokyo as a world city.

Japan’s economic growth and the development of Tokyo

Japan’s economic development can be characterized into distinct
periods. Although within each economic era there were multifarious
development activities, these periods can be categorized by a domi-
nant type of development process. These stages, include (1) pre-war
development; (2) rapid post-war national economic growth; (3)
industrial restructuring; and (4) Japanese world economic develop-
ment. The concentration of population and economic power in Tokyo
proceeded over the course of all these periods, but became most
prominent during the last stage.

Japan’s pre-war development

During the Meiji period, Japan came out of political and economic
isolation and, as a nation, experienced remarkable development. From
the nineteenth century to about the 1950s, Japan accomplished rapid
and intense industrialization. Specifically, traditional Japanese indus-
tries, such as textiles, modernized with the help of government poli-
cies. State policies were directed towards improving the physical
infrastructure and the financial and monetary systems of the country.
All industries benefited from these improvements. Even the heavy
industries developed to such an extent that Japanese firms began to
compete with nations in the industrialized world.
Japanese agricultural development also accelerated with the sup-

port of the government. Of great importance was the reformation of
land distribution. Before the Meiji Restoration, Japan was run in a
feudal manner. To liquidate the land assets of the ruling class, the
government promulgated a variety of land taxes that more or less
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established land ownership and facilitated the disintegration of the
peasant class.
The complementary establishment of land ownership and industri-

alization liberated the country from its feudalistic rules and facilitated
the growth of commerce andwage labour. Domestic consumption grew
and markets expanded around the entire country. The accumulation
of capital was evident, not only in the concentration of farmland in
the hands of landlords, but in the development of urban centres.
Japan not only experienced rapid industrialization during this

period, but also underwent massive urbanization. In the course of one
century the urban population rose from 15 per cent to 80 per cent of
the total (fig. 5.1). This urbanization rate was twice as fast as that

Fig. 5.1 Urbanization trends in selected countries
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experienced in the United Kingdom and the United States. In parallel
with the movement of large numbers of people to cities, the average
family size shrank, average life expectancy increased, and the average
level of education increased.
It was during the Meiji Restoration that the national capital of

Japan was transferred from Kyoto to Edo (now Tokyo). At this point,
in step with national trends, Tokyo began to grow into a city. The
growth was so consistent that the Meiji government was forced to
implement controls on development in the city through the Municipal
Renewal Ordinance of 1888. This law regulated the construction of
offices, roads, parks, and embankments to the Sumida River. Tokyo’s
growth was mainly based on its role as a political and cultural centre
of Japan. Osaka was the original business centre. Notwithstanding
this limitation, Tokyo continued to grow until World War II, despite
the Great Kanto earthquake of 1923, which killed over 100,000 people
and destroyed nearly 43 per cent of the city.
Right from the beginning of its growth, the development of Tokyo

was not even. However, it was this uneven growth that helped to
increase the physical size of the city. The dispersion of the city’s
population to suburban areas started early in the nineteenth century
with the introduction of the electric streetcar and suburban railways.
Population dispersion accelerated with the industrial boom accom-
panying World War I and as families and enterprises opted for the
suburbs rather than return to the earthquake-ravaged central city in
the mid-1920s. Once outlying communities gained population, they
merged with the city proper, helping to expand the boundaries of the
municipality. In 1932, for example, 23 new wards (ku) were added to
the 15 existing ones. As a result of this growth, the government
reorganized the city politically. During World War II, the old political
boundaries of Tokyo were abolished. Instead, the Tokyo ward area
became only one part of the new Tokyo Prefecture, or Tokyo-to. This
political structure remains today. The Tokyo Prefectural government
comprises the ward areas (23 ku in total) plus the Tama district,
which contains an additional 26 cities, 7 towns, and 8 villages and the
Izu and Ogasawara Islands (Nakamura and White, 1988).

Rapid post-war economic growth

The basis for Japan’s present-day economy was secured in the late
1940s and early 1950s. Japan’s national priorities centred on the
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development of energy resources and the re-establishment of the
industrial base, which had been badly damaged during the war.
It took only a decade for Japanese industry to recover after the

war. The economy began to grow again in the 1950s, stimulated by
the Korean War. The demand for strategic goods lifted the Japanese
economy into a boom. The ‘‘special procurements’’ (special demand
for goods and services generated by the war) and rapid expansion of
exports were particularly beneficial to Japan. By 1955 production
output surpassed wartime peak levels, and the 1960s were the high
point of rapid economic development for the country (figs. 5.2 and
5.3).
National economic growth was facilitated by government policies.

The first National Five-Year Economic Plan of 1955 proposed an
annual growth rate of 5 per cent, through the promotion of industrial
development and foreign trade. In 1960, Prime Minister Hayato
Ikeda instituted the Ten-Year Income-Doubling Plan, which aimed at
a 9.1 per cent annual growth and proposed the quadrupling of annual
production levels. Exceeding the original goals, the Ten-Year Income-
Doubling Plan achieved 10.7 per cent average growth, and during
1961 growth peaked at 14.5 per cent. Rising incomes led to increased
spending, which further stimulated the domestic market. This period

Fig. 5.2 Japan’s annual economic growth (in 1990 prices), 1955–1994
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was the time of greatest growth for the country and is often referred
to as the ‘‘rapid economic growth period.’’
From the start of the boom period, the movement of labour into

the major urban areas around the country accompanied the increase
in production. Until the mid-1970s, population movement into the
three major metropolitan regions (Tokyo, Osaka, and Nagoya) fol-
lowed urban industrial development. This movement was so great
that it even outpaced the rate of economic growth. Much, if not all,
of this labour was surplus from the agricultural sector (fig. 5.4).
Including natural increases, in less than two decades the population
net in-migration to the three main urban centres reached 10 million
(8 per cent of the total Japanese population). Tokyo was an impor-
tant recipient of the new migrants. The Tokyo Prefecture, after losing
population during the war, grew to 8 million in 1955, 9.6 million in
1960, and 8.8 million in 1965.
In the middle to late 1960s the population trend shifted to dynamic

suburban growth. During this phase of urbanization it was not un-
common to see 30–50 per cent annual increases in the suburban
fringes of the three metropolitan areas. Population increases were also
experienced in the smaller, regional metropolitan areas (Sapporo,
Sendai, Hiroshima, and Fukuoka). By the early 1970s, some scholars
noted that Japan’s urban system had changed from being dualistic

Fig. 5.3 Japan’s economic growth rate, 1960–1994 (annual percentage change)
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(urban and rural) to one that was monolithic (Takahashi and Suguira,
1996). The new monolithic urban system, which emerged in the early
1970s, consisted of the three major metropolitan areas (Tokyo,
Osaka, and Nagoya) and four regional core metropolitan areas. Small
and medium-sized cities and towns were no longer referred to as
rural, but termed micropolitan areas (Takahashi and Sugiura, 1996).
This rapid and intense urbanization was the cause of much govern-

mental concern. While the national government promoted economic
growth it also promoted the decentralization of industries and pop-
ulation from large urban centres. The Ten-Year Income-Doubling
Plan, for example, not only aimed at high economic growth but also
intended to spread the growth more evenly within the country.
Through the designation of 21 ‘‘special industrial development
regions’’ or growth poles, the government attempted to direct both
economic and population growth out of the three major cities,
including Tokyo. As a result of this policy, there was a dramatic shift
in public investment. In 1962, 60 per cent of total public investment
was allocated to the three major urban centres; by 1975 the micro-
politan areas received nearly half of all public investment. Although

Fig. 5.4 Migration between three metro regions (Tokyo, Osaka, Nagoya) and local

regions, 1954–1994

Growth of Tokyo as a world city

115



this policy successfully decentralized the urban areas of Nagoya and
Osaka, Tokyo continued to grow.
Major industries in Japan at that time included energy, steel, auto-

mobiles and ships, petrochemicals and chemicals, and transportation
infrastructure. Before the decentralization programme many of these
industries were located in the major urban centres, including Tokyo.
However, these firms found the high land prices and the labour force
in the city inadequate for their needs. They quickly took advantage of
the government incentives and infrastructure provided through relo-
cating to the micropolitan areas. As a result, a considerable propor-
tion of manufacturing industries (such as steel, petrochemicals, ship-
building, and heavy machinery industries) moved out and built their
new plants in these areas.
During the initial stage of relocation, the sea front was developed

for heavy chemical industries, particularly along the Pacific coastal
belt. Manufacturing industries soon blossomed alongside. However,
as industrial development proceeded, localities became aware of the
negative externalities of industrial development. Especially serious
was the problem of environmental disruption from the heavy chem-
ical industries. Towards the late 1960s, these problems became a
major national issue and public opinion began to regard industrial
growth as negative. Among the most important environmental con-
cerns were air pollution, water pollution, waste disposal, noise and
vibration, and ground subsidence. Grass-roots outcry peaked with the
‘‘Big Four’’ court cases in the early 1970s (Barrett and Therivel,
1991).
However, while the Japanese public became more aware of the

despoilation of the environment and the government was successfully
decentralizing industries from urban areas, global politics, economic
forces, and new technologies were already at work shaping the future
of Japan and the role of Tokyo.

Oil shocks, economic slow-down, and industrial restructuring

A crucial turning-point for Japanese economic and urban develop-
ment came in 1973 with the worldwide energy crisis. As a result of the
tripling in the price of oil, the rate of economic growth dropped from
5.1 per cent in 1973 to �0:5 per cent in 1974. Not only did economic
growth in Japan come to a halt, but the rural–urban population
movement reversed for all urban centres in the country (except
Tokyo).
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The oil shocks of 1973/74 and then in 1978/79 led to a decline in the
manufacturing sector. Heavy industries, such as steel and shipmaking,
were hit hard. Steel production dropped from a peak of 119 million
tonnes in 1973 to about 106 million tonnes in 1988, and this level was
dependent on the government’s public works projects. In the ship-
building industry, after peak production of 17 million tonnes in the
1970s, production fell to 8.2 million tonnes in 1987. Automobile pro-
duction continued to grow, but at a slower rate than before. Approxi-
mately 8 million cars were produced in 1988, compared with slightly
over 7 million in 1980 and 4.6 million in 1975. The production of
chemicals and petrochemicals also lagged behind the forecasts of the
1970s, owing primarily to increased oil prices. Naphtha production
declined steadily from the mid-1970s. Ethylene production, which
stood at 5.3 million tonnes in 1977 and was predicted to be 15 million
tonnes in 1985, was only 4.3 million tonnes in 1986 (Barrett and
Therivel, 1991).
The oil and environmental crises enhanced the perception that

the income-generating industries, ironically those relocated in the
micropolitan areas because of their perceived growth potential,
could no longer support Japan’s future economic growth. The crises
accelerated the replacement of these industries by newly emerg-
ing high-tech industries such as micro-electronics (semiconductors,
computers, and communications equipment) and other related
manufacturing industries, such as automobile and consumer durable
goods (Takahashi and Sugiura, 1996). Through industrial restructur-
ing, heavy industry was replaced by high-tech-based, light, and
knowledge-intensive industries. Whereas heavy industries moved out
of the cities for more suitable locations in coastal industrial zones,
high-tech industries moved inland to areas of clean air and water,
high-speed transportation, and markets. The ‘‘Decade of Local
Regions’’ from the 1970s to early 1980s is characterized by high
industrial growth in the micropolitan parts of the country.
This relocation of industries also helped to change the move-

ment of population. People migrated away from urban centres and
towards less dense, but economically active areas of Japan. However,
although Osaka and Nagoya lost population after 1970, the Tokyo
Metropolitan Area continued to increase its population. And, owing
to the in-migration of people of reproductive age, the population
growth rate of the Tokyo Metropolitan Area during the 1980s was far
greater than that in any other areas in the nation.
The anomaly of Tokyo’s continued population growth during this
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and the previous period can be explained by the concomitant growth
of new techno-economic-based industries, and then the rise of the
service sector within the city. At one point the Tokyo Metropolitan
Area accumulated the largest manufacturing agglomeration in the
nation. However, like its counterparts, Tokyo lost 349 factories (with
over 1,000 m2 facilities) between 1975 and 1984. However, it remained
a centre of high-tech industrial development and R&D investment
(Takahashi and Sugiura, 1996).
The service sector had also traditionally been an important part

of Tokyo’s economy, but from the late 1970s onward it took on a
special significance for the Tokyo Metropolitan Area. The service
sector includes those activities associated with public, private, and
voluntary services – the activities of banks, securities firms, invest-
ment banking offices, real estate development offices, accounting
firms, advertising companies, law firms, research and development
organizations, trucking, warehousing, and retail and wholesale trade,
among other things. While the entire country was struggling through
the restructuring of the manufacturing sector, urban areas, and in
particular Tokyo, were becoming more dependent on services, i.e. the
urban economy in Japan was undergoing a sectoral restructuring.
This process was further enhanced by the globalization of Japan’s
economic activity and resulted in the ascendance of Tokyo as a
premier world city.

The emergence of Japan as a world economic power

Whereas the traditional secondary (manufacturing) sector stagnated
after its rapid post-war expansion, during this later period the tertiary
(service) sector started to expand. From 1970 to 1994, while the
manufacturing sector continued to account for approximately 26 per
cent of GDP, the service sector (finance, real estate, and business
services) rose from 26 to almost 34 per cent of the GDP of Japan
during the same period. However, massive changes in the Japanese
urban economy accompanied this transition. For example, the simple
change from a manufacturing to a service economy does not explain
why the service sector was concentrated in Tokyo, or how Tokyo rose
to become one of the premier world cities. In order to understand
these dramatic changes, it is important to view the economic activity
within Tokyo as part of larger global economic forces and Japan’s
growing role within the new international division of labour.
Japan’s emphasis on saving energy, pollution control, and auto-
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mation devices provided dividends in improved productivity and
resulted in increased competitiveness abroad. As a result, export
surpluses increased and the Japanese trade volume quadrupled from
1970 to 1990. These surpluses contributed to the growth of financial
reserves, which further enhanced Japan’s commitment in inter-
national finance and assistance.
Japan’s change from heavy industries to high-tech industries, such

as robotics, automobiles, optics, electronics, and computers, allowed
firms more production flexibility. These industries could ‘‘out-source’’
production to other localities. Hence Japanese high-tech industries
could produce their products by having low-skilled, low-paid workers
in other parts of Japan and in foreign countries do much of the pro-
duction work. This flexibility allowed for the movement of Japanese
investments to developing nations in Asia. The dominance of Japanese
firms in the robotics field also helped them to compete successfully in
foreign markets. They controlled the world’s share of robots and
put them to work successfully. For example, Toyota, using modern
robotics, could produce an automobile using many fewer man-hours
than its international competitors.
However, the real flight of Japanese foreign direct investment

(FDI) was stimulated by the Plaza Accords (see chap. 1 in this vol-
ume). The result of the Plaza Accord in 1985 was to strengthen the
dollar to the disadvantage of the yen. At this time the United States
was suffering under a double deficit: government deficit (the govern-
ment was spending more than it was taking in) and trade deficit
(more American dollars were being spent on imports than other
comparable monies spent on American exports). President Reagan
wanted to keep the dollar strong and negotiated with the Japanese to
devalue the yen. These talks resulted in the fall in the value of the
yen from 221.68 in 1985 to 138.45 in 1987. The direct result of this
change was that it was cheaper for the Japanese to buy American
goods and Japanese goods became more expensive overseas.
The indirect result was the challenge to the Japanese industrial

system to achieve even lower production costs. This stimulated the
increased movement of Japanese investment into Asia in search of
even lower production costs. The Japanese sought out places such as
Indonesia and Malaysia to produce their products. Whereas in the
past Tokyo was the centre of the Japanese national economy, after
the movement of Japanese FDI out of the country the Japanese
economy developed into a transnational system, with Tokyo at the
centre. Hence a by-product of this new investment was the creation
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of a functional economic system within Asia with Tokyo as an im-
portant centre of its management functions.
At the same time that Japanese industries were decentralizing from

urban centres and globalizing or relocating firms to areas outside
of Japan, they were leaving behind their headquarters functions in
Japanese urban centres, especially in Tokyo. A central dynamic of
the new global economy was that the more globalized the Japanese
economy became the higher the agglomeration of central functions
within Tokyo (Sassen, 1991). Integral to these activities were the
central managerial functions (CMF) for Japanese firms, including
those related to finance, insurance, and wholesale and business ser-
vices. CMFs are the top decision-making procedures in the planning
and management of various sectors, public as well as private. CMFs
are also closely linked to research/development and information
functions and are supported by the work of myriad clerks, bureau-
crats, and secretaries.
A growing number of national headquarters functions were locat-

ing in Tokyo as early as the 1960s, but Tokyo’s position as the centre
of the growing Asian urban functional city system and global eco-
nomic system facilitated further CMF development. This activity was
complemented by a complex of organizations dedicated to running
the dispersed network of factories, offices, and service outlets as well
as the production of financial innovations. The concentration of
CMFs in Tokyo was enhanced by the development of the city’s stock
exchange, which joined New York’s and London’s as a major world-
wide stock trading institution. The large national financial reserve
and Tokyo’s geographic location, which made it possible to operate a
world stock market on a ‘‘round-the-clock’’ basis, increased the city’s
international importance. Tokyo’s stock exchange opens shortly after
New York’s closes and it closes shortly before the stock exchange in
London starts the day.
Figure 5.5 shows the concentration of functions and activities in the

Tokyo Metropolitan Region. The area has a high and growing share
of CMF and related functions. Tokyo became the centre of inter-
national business and financing for Japan: 90 per cent of all foreign
companies doing business in the country were concentrated in the
city; 70–80 per cent of financial transactions such as cheque exchange
and stock sales also occurred there. More than half of bank loans
provided by banks in Japan and about half of bank deposits in the
country accumulated in institutions were located in the city.
Tokyo also became the centre of big enterprises (as defined by
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capital holdings of over 5 billion yen) in the country: 65 per cent of
these large enterprises located their headquarters in Tokyo. Forty per
cent of wholesale revenues and 55 per cent of general company
income were concentrated in the city.
Tokyo also became the centre of information services and educa-

tion in Japan. Over 55 per cent of workers in the information field,
such as computer specialists and advertising workers, found employ-
ment in Tokyo. More than 40 per cent of university students are cur-
rently in Tokyo’s tertiary institutions. This is despite the government’s
policy since the 1960s that restricted the siting of new universities in
Tokyo’s inner areas.

Fig. 5.5 Concentration of command functions in Tokyo (% share of Japanese

total), early 1980s and mid-1990s
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Whereas the Tokyo Prefecture has slightly over 9 per cent of
Japan’s total population, it generates over 18 per cent of national
GDP. The large volume and concentration of productive energy indi-
cates, by its sheer scale, Tokyo’s capacity as a powerful consumptive
market.
The resulting restructuring of Tokyo’s economy can also be seen in

the distribution of workforce energies and the number of workers
in three areas – manufacturing, wholesale and retail trade, and com-
munications and services. During this period, the largest and most
rapidly growing area of the three sectors was activities involving the
service economy. Figure 5.6 demonstrates the economic restructuring
that has occurred in Tokyo since the 1970s. The changes in the per-
centage of workers by category of production can be summarized as
follows. There was an evident shift in the workforce from the primary
to secondary and tertiary sectors. Between 1970 and 1995 the per-
centage share of each sector changed from 6: 40 : 54 to 2 : 38 : 60 in
terms of production. The shift of production and manpower was from
both the primary and secondary sectors to the tertiary sector. The

Fig. 5.6 Distribution of workers by category of production: Tokyo, 1970–1995 (%)
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manpower shift demonstrates the drastic shift in labour and pro-
ductive activities within the city.
In the secondary sector there was a shift towards a higher degree of

industrialization, namely from light industry to manufacturing and
assembly-type industries. In the tertiary sector, although commerce
and services continued to occupy an important share, CMF-related
activities, namely finance, insurance, wholesale, and business services,
showed a steady increase throughout every decade since 1960.
Regarding occupational status, the share of white-collar jobs (core

administrative, professional/technical, and clerical support) increased
from 16 to 29 per cent during these three decades. Blue-collar jobs
decreased and this loss came mostly from the agriculture, fisheries,
forestry, and mining industries. However, blue-collar jobs were
retained in existing skilled production industries, infrastructure
support, and transportation and communication. At present, more
workers are needed for personal services. In the future, unskilled or
semi-skilled workers will be needed for jobs in the construction and
other primary industries. However, the attraction of high-level job
opportunities may cause labour shortages in low-paying occupations
for Japan.
In general, employment has shifted away from manufacturing (and

handling goods) to corporate, public, and non-profit services. Occu-
pations have similarly shifted from manual workers to managers,
professionals, secretaries, and service workers. These transformations
have also been identified in other cities moving towards the ‘‘post-
industrial’’ society (Mollenkopf and Castells, 1991).
The Tokyo Prefecture remains an important economic entity.

Tokyo’s gross output accounted for almost 18 per cent of Japan’s
GDP for 1992 (Toyokeizai, 1996: 256). Although the bubble economy
is almost over, Tokyo’s share of Japan’s GDP continues to rise. This
is due to the continued concentration of high-tech service industries
within Tokyo and such industries are among the most robust within
Japan.

Tokyo’s problems

Tokyo’s continual population growth and dramatic economic re-
structuring did not occur without problems. Four important issues
that remain high on the list of governmental priorities include: hous-
ing, waste management, the dependent population, and the environ-
mental quality of the city.
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Housing

The concentration of CMFs in Tokyo accelerated the race to acquire
office space in particular areas of Tokyo’s central business district
(CBD). To meet this demand, construction of new offices was heavily
concentrated in the Tokyo Region until 1991, and in particular in the
20 km2 area within the three wards that cover the CBD (fig. 5.7).
A rise in land prices was triggered in 1986 by incoming foreign

banks and other business and the prediction of increasing demand for
office space. Incoming institutions could afford much higher rents and
were attracted to the Tokyo CBD to be close to other regional and
global corporate headquarters and business service providers. Spec-
ulation and corporate fluid capital played a role in rising land costs.
The effect quickly diffused to neighbouring areas in Tokyo and to
other big cities (figs. 5.8 and 5.9).
The rise in land prices created what was called the ‘‘land bubble.’’

It was driven by speculation involving not only realtors and devel-
opers, but also financial institutions, politicians, and the government
bureaucracy. Speculation escalated as winners in the game ‘‘revolved’’
land, i.e. bought cheap and sold dear. Firms had better access to the
financial resources needed to buy property and were therefore in a

Fig. 5.7 Distribution of newly built office space by area, 1977–1994
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Fig. 5.8 Increases in commercial land prices, 1980–1994 (1980 ¼ 100)

Fig. 5.9 Increases in residential land prices, 1980–1994 (1980 ¼ 100)
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much better position to obtain parcels than were individuals in the
market. This promoted the expansion of ‘‘financial technologies,’’ or
the development of speculative branches within firms not usually
involved in land development. Some of these firms claimed that it was
easier to produce profits through these tactics than by working seri-
ously in their business specialties. As a result of speculation, land
values were estimated on the basis of the expected capital gain and
increase in return from inflation, not on the basis of the expected
return from utilization. This forced out most individual users. Tokyo’s
particular case of housing cost distortion was the worst in recent his-
tory.
Residential land uses were forced out by the pressure to develop

commercial spaces. Whereas individuals felt the burden of property-
based taxes, enterprises could find ways to reduce tax loads such
as claiming business expense exemptions, assessing property at the
lower-level book price, etc. Many house-owners were forced to give
up their homes, especially those who inherited property. This induced
a decrease in both residents and associated residential services in the
inner-city areas. Elementary schools were closed as a result of falling
rolls. Retail shops lost customers and were shut down. The rate of
daytime population growth increased consistently from 1970 and in
the latter half of the 1980s; in particular, the daytime population rose
to 10 times the night-time population in the three central wards (TMG,
1994). Residences began to appear increasingly further away from
the CBD in suburban regions. The commuting distance to Tokyo has
extended to over 40–50 km along the major transportation routes.
Those living in these areas and commuting to Tokyo experienced a
miserable, long, overcrowded ride. For example, the Tokyo Metro-
politan Government (TMG) estimated that railway line congestion,
although falling as a result of increased construction of new tracks,
was still over 200 per cent of capacity in 1994 (TMG, 1994). Mean-
while the periphery of the city was changing into a huge conurbation
swallowing up other cities.
In 1991 the ‘‘land bubble’’ in Tokyo burst. Between 1991 and 1996

residential land prices in Tokyo fell by over 33 per cent while com-
mercial land prices fell by over 60 per cent. Whereas in 1991 Tokyo
had 37 per cent of all newly built office space, by 1994 its regional
share had dropped to less than 25 per cent (see fig. 5.7).
The combination of the concentration of CMFs, speculation, and a

large pool of liquid resources among firms in Tokyo helped to bring
about the rapid rise in land prices in the inner city. The down-side of
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the process was that it forced individual residents further away from
the city, causing them to suffer long, crowded journeys to work. Many
Japanese citizens in the early parts of their careers failed to obtain
adequate housing and therefore felt disappointed and anxious. Mass
disappointment in the way housing was distributed may be a serious
problem for Japan in the future.

Waste management

The garbage produced by the people of Japan in the course of their
daily lives is referred to as general waste (excludes industrial and
human waste) or household- and business-related garbage (Envi-
ronmental Agency of Japan, 1994). These types of waste have been
increasing both by total volume and in the amount produced per
capita since the early 1980s. The garbage produced in Japan in 1991
amounted to 50,770,000 tonnes (about 136 times the amount that
would fill the Tokyo Dome), an increase of 0.6 per cent from fiscal
year 1990, which itself was an increase of 0.9 per cent over the
previous fiscal year (Environmental Agency of Japan, 1994). Waste
management is a national concern.
The waste problem is especially important to Tokyo. The average

weight of daily waste per person has almost doubled in the past two
decades. The Metropolitan Tokyo area, along with the Kanagawa
Prefecture, Chiba Prefecture, and Saitama Prefecture, accounted for
24.4 per cent of all the garbage produced in Japan during 1991.
However, whereas the production of garbage in the area is high, the
capacity (expressed in terms of years) for final disposal is only 4.9,
lower than the national average.
In Tokyo, 1.1–1.3 kg of waste per person is collected daily and the

city burns approximately two-thirds (2.6 million tonnes per year) of
this material (in 12 incineration plants), while the rest is landfilled
(Takahashi and Sugiura, 1996). Tokyo currently has 199 hectares of
remaining landfill available at its central breakwater landfill treat-
ment site (the twentieth and last remaining landfill in operation is in
Tokyo Bay). This was optimistically predicted to be exhausted by
March 1996. Space limitations in Tokyo Bay mean that, even if new
landfill sites are readied, the new sites will last for only 15–20 years.
And there are no landfill sites in Tokyo’s 23 wards. Because of the
high price of land and growing concern over the location of waste
treatment plants, it is becoming difficult to secure processing sites,
imparting urgency to the implementation of reduction, recycling, and
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reuse policies. To deal with the current crisis Tokyo plans to reduce
the waste stream in the wards by 23 per cent by the end of 2000. It is
also planning to build 10 new incineration plants by 2010.

The dependent population

The Japanese society is rapidly becoming an ageing society. There
are two important implications of the growth of the elderly depen-
dent population (those over 64 years of age): (1) support of this
population (i.e. the demand on the social welfare system); and (2) the
allocation of physical amenities within the city (Tokyo was created
for people who work). At present the proportion of elderly people is
much higher in the micropolitan areas of the country than in the
metropolitan areas.
In 1990, 10.5 per cent (1.24 million people) of Tokyo’s population

was elderly. Projections to the year 2015 are that the city’s elderly
will make up an increasingly larger proportion of the population,
accounting for 24.2 per cent at that time. While this population con-
tinues to grow, the land uses allocated to social welfare and medical
facilities continue to shrink in the 23-ku area. Between 1986 and 1991
the amount of land allocated to these services fell by 0.2 per cent, and
accounted for only 0.7 per cent of the 1991 total urban space of
Tokyo’s inner 23 wards. Adding educational/cultural facilities, parks
and playgrounds, outdoor land uses, forests, and sports and amuse-
ment facilities, the total land area put aside for all these activities still
accounts for only approximately 17.9 per cent of the total urban space
in the 23-ward area. The rest of the space is devoted to residential
areas, work (or work-related) activities, or inaccessible areas (rivers,
unused land, and undeveloped fields) (TMG, 1996).

Environmental quality

The Tokyo Metropolitan Government believes that the key to the
quality of Tokyo’s urban space and the continued competitive ability
of the city in an international arena is the development of its infra-
structure, specifically transportation, water, and parks. However, a
1994 study suggests that the development of these three basic urban
infrastructures is at half or slightly better than half of the necessary
level (TMG, 1994). No doubt, environmental quality, defined as the
delivery of basic services, will continue to be a concern of municipal
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officials. Indeed, the most recent Tokyo White Paper was focused on
how to create ‘‘the city suited for everyday living’’ (TMG, 1996: 6).

Conclusion

Japan is a small nation, approximately 380,000 km2 in area, equal in
area to the state of California in the United States. Its population of
126 million is highly concentrated (332 person per km2), making
Japan one of the most densely populated countries in the world.
Moreover, because Japan is a mountainous country with only 30 per
cent habitable area, the real density (persons per habitable area) is
closer to 1,100/km2. Within Tokyo proper, ‘‘overconcentration’’ has
been considered one of Japan’s national problems; 25 per cent of the
country’s population is concentrated into 3.6 per cent of its total land
area.
The development of the Japanese economy and the decentraliza-

tion of Tokyo’s population have been the pillars of national policies.
Whereas the first has been dramatically achieved, the second remains
a stubborn problem. For a variety of reasons that can be differentiated
by development-stage, the population of Tokyo has experienced
consistent growth. In order to understand the response of Tokyo’s
development to national policies, it is important to place the city’s
development within the larger perspective of national economic
restructuring and growth. Tokyo has consistently played a unique and
important role within Japan’s economic development.
Currently, global economic trends and Japanese urban economic

restructuring are leading to a reconcentration of population in urban
centres. Remote areas are losing population while cities as sub-
regional and regional centres gain. Within metropolitan regions, the
population in inner-city areas is falling while that in outer suburbs is
growing. In the Tokyo region, the population of the inner city has
been stable at approximately 8 million people, while surrounding
cities such as Yokohama continue to grow. This particular suburb
increased by 2–3 million people in a matter of 15 years. This
type of urban development is the reality of Japan’s post-industrial
society.
The continued concentration of people and activities within the city

is due, in large part, to the role of the service sector and Tokyo’s inte-
gration in the global economy. Tokyo is an important nodal point for
the management of Japan’s world economy. Because of the strength
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of Japan within the global economic system and the importance of
Tokyo within the Japanese system, the city remains economically
vital despite the tragic bubble fiasco. The number of service-related
CMFs located in the city is a testimony to its importance.
Needless to say, much effort should be made to continue to secure

Tokyo’s premier position within the global system of cities. In
order to keep the city competitive, two important policies should be
followed. One is to continue to develop the infrastructure (trans-
portation, port, and communications) needed to enhance the relative
attractiveness of the city to both domestic and foreign capital; the
other is to promote the creation of a habitable living and working
environment. Tokyo needs to provide a healthy and attractive envi-
ronment to both capital and its citizens. Such consideration of human
aspects may be the most crucial issue in the future development of
this world city, which will lead Japan into the twenty-first century.
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Note

1. The Greater Tokyo Region, considered in this discussion, includes the Tokyo-to (Special

Prefecture) and three surrounding prefectures covering an area of roughly 60–80 km2.
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6

Globalization and world city
formation in Pacific Asia

Yue-man Yeung and Fu-chen Lo

Globalization and Asian cities

Any United Nations or similar projection of the urban world future
would suggest that urban population in the next few decades will
continue to increase rapidly, most notably in developing countries.
The world’s urban population could well double from 2.6 billion in
1995 to 5.2 billion in 2050. Much of this increase will be concentrated
in the developing world: its urban population of 1.5 billion, represent-
ing 37 per cent of the total population in the early 1990s, will likely
soar to 4 billion (or 57 per cent of the population) by 2025. At the
same time, the growth and concentration of very large cities, or
mega-cities of 10 million or more inhabitants in developing countries,
are noteworthy. In 1990, there were only 13 mega-cities in the world;
but, by the year 2000, it is expected that 17 of the 21 mega-cities in
the world will be located in the developing world (OECD, 1995).
Many factors can be advanced for the rapid growth of cities, espe-

cially of mega-cities in developing countries. One contributing factor
is related to the pervading forces of globalization that have been
affecting the nature and tempo of daily life in many parts of the world
during the past two decades. The world economy has changed in
fundamental ways with a new international division of labour; an age
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of globally integrated production and the transnational corporation
has dawned. What has contributed to the ascendancy of globalization
in recent years? At least three mega-trends may be identified (Lo and
Yeung, 1996).
First, the early 1980s saw the sudden collapse of the prices of oil

and other primary commodities, an outcome that may be attributable
to the long-run decline of material inputs in production in industrially
advanced economies. This contributed to the precipitous decline in
the share of fuels and non-fuel primary commodities in world trade
from 43.5 per cent in 1980 to 28.4 per cent in 1987 (Lo and Nakamura,
1992). In fact, Drucker (1987: 21) was the first to call attention to three
basic changes in the fabric of the world’s economy since the 1970s: the
‘‘uncoupling’’ of the primary products economy from the industrial
economy, thereby diminishing the role of resources; the ‘‘uncoupling’’
of production from employment in the industrial economy itself; and
the emergence of the ‘‘symbol economy’’ of financial flows and trans-
actions to overshadow the ‘‘real economy’’ of the production and trade
of goods and services.
Secondly, the decline in the role of material resources in pro-

duction has been accompanied by the rise of capital, in particular
the internationalization of capital, as a major driving force in the
global economy (Wallace, 1990: 6). Similarly, production processes,
services, even domestic currency and the state have vital inter-
national dimensions in order to be in tune with the global economy.
The Plaza Accord of 1985, with the resultant dramatic appreciation of
the Japanese yen against the US dollar and other currencies, had an
especially far-reaching effect in the spread of foreign direct invest-
ment (FDI) from Japan across the globe. Capital mobility has become
an important facet in the new international division of labour
(NIDL), in which cities play pivotal roles in an interconnected net-
work of multinational firms and cities (Friedmann and Wolff, 1982;
King, 1990). The world of capitalism is both a worldwide net of cor-
porations and a global network of cities (Smith and Feagin, 1987: 3).
Thirdly, underlying most of the trends noted above is technological

change, which is seen to be a determinant of structural change. In this
respect the range and speed of innovations in micro-electronics and
communications since the late 1980s have been breathtaking. The
cluster of new innovations in computers, electronics, robotics, tele-
communications, new materials, and biotechnology has been facili-
tating production processes, speeding up and revolutionizing business
transactions, and permitting creativity. A new era of telecommunica-
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tions, information technology, and widened opportunity is considered
to have arrived (Lo, 1994). This technological frontier is predicted to
expand rapidly in the years ahead into the twenty-first century.
Against this background of structural adjustments in the global

economy, the countries in the Asia Pacific region have fared ex-
tremely well. Collectively and individually, they have grown rapidly
and have provided classic examples of economic transformation.
Economic miracles have been said to characterize the post-war eco-
nomic growth of Japan and the ‘‘Four Little Dragons’’ of Hong Kong,
South Korea, Taiwan, and Singapore. The economies of the Associ-
ation of South-East Asian Nations (ASEAN) and China have also
seen rapid growth in recent years, and the prospects into the twenty-
first century are distinctly robust (Yeung, 1993).
The sustained and rapid growth of the Asian economies may be

related to three waves of regional economic development. The first
one was triggered by Japanese offshore industrial relocation to the
Asian newly industrializing economies (NIEs) in the 1960s and 1970s.
During that period the Asian NIEs provided favourable locales for
Japanese industrial relocation offshore, because, on the one hand,
Japan was experiencing escalation of factor costs, including labour,
and the need to search for overseas markets and, on the other hand,
the Asian NIEs were in great need of Japanese investment in pro-
viding local employment, capital infusion, and technological uplift.
The second wave occurred in the 1970s and 1980s, when the com-
parative advantage of countries in ASEAN was such that Japanese
investment was attracted to them in spectacular fashion. The collapse
of commodity and fuel prices in the early 1980s spurred these capital
flows, which were later pushed further by the sharp appreciation of
the Japanese yen in 1985. Equally, the appreciation of their curren-
cies by South Korea and Taiwan in 1986 and 1987, respectively, had a
similar knock-on effect on offshore industrial relocation from these
countries to ASEAN and other parts of the world. Hong Kong and
Singapore, as the other two Asian NIEs, likewise had a centrifugal
tendency of capital outflows to countries in Asia and elsewhere for
investment purposes during this period. The third wave of rapid for-
eign investment and development has occurred since the mid-1980s
when, with China’s open policy gathering momentum, FDI converged
on China’s coastal areas in major ways. At first, the four Special
Economic Zones in Guangdong and Fujian saw rapid development
because of their special privileges in setting policies to make foreign
investment attractive and propitious, but such policy prerogatives
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were also extended later to other coastal areas and other parts of
China. Since 1990, when Pudong was declared open as a major thrust
of China’s next phase of openness, Shanghai and its surrounding
areas have undergone rapid economic development and social
change.
During the past two decades there have been many developments

in Pacific Asia (defined here as the Western Pacific Rim inclusive of
East and South-East Asia) that have drawn the countries towards
greater interdependency from the standpoint of linkages in produc-
tion and marketing. By the mid-1980s, Japan had already outstripped
the United States in inter-industrial relations with the Asian NIEs
and ASEAN in finished goods and raw materials. After 1973 ASEAN
countries became net exporters of non-durable consumer goods and
have continued to expand rapidly in this direction. The NIEs that first
began with the export of non-durable consumer goods in the 1960s
have since the 1970s developed with considerable success an export
market in durable consumer goods. Japan, on the other hand, began
to import non-durable consumer goods in the 1970s, while capital
goods and durable consumer goods continued with their consistent
and high export performance. This pattern of regional functional
specializations represents part of the NIDL resulting from structural
change and locational shifts of comparative advantage, which have the
effect of increasing complementarity and structural interdependence
among countries in the region (fig. 6.1).
The obvious leading position of Japan in Pacific Asia as a pace-

setter of development and innovations and as the first of the ‘‘flying
geese’’ pattern of development in the region is illustrated in figure
6.2, in which all pertinent countries in the region are arrayed along
the GNP curve for Japan at the level they had reached in 1988.
However, since the bursting of the bubble economy in Japan in the
early 1990s, the Japanese economy has had to reposition itself and
has been facing more acute competition from the countries in North
America and Europe, which have redoubled their efforts to invest in
the Asia Pacific region and reassert their technological and entrepre-
neurial leadership.
A connecting thread to much of the regional division of labour,

structural change, and locational shifts has been FDI. It has been a
major source of dynamism that has powered much of the economic
restructuring and trade relations within the region. An indication of
the attraction of Pacific Asia to FDI and of intra-Asia differentiation
is that, in the period 1981–1985, 92 per cent of all FDI to Asia was
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destined for the Asian NIEs, the ASEAN countries, and China. Also,
more than 70 per cent of the annual flow of Japanese total FDI
is directed to the same countries (Panchamukhi, 1990). Investment
flows as a key indicator of growing regional interdependence offer the
opportunity of access to new technology, management, and mar-
keting skills. Japan has become the largest single investor in Pacific
Asia, despite the importance of the United States and the European
Union in certain countries. Pacific Asia’s catch of Japanese FDI has

Fig. 6.2 Trend of GNP per capita in Japan and other Asian countries, 1988 (Notes:
1. Based on IMF International Financial Statistics and other national statistics; 2.
Estimated figures in the year 2010 based on projection undertaken by EPA, Japan;
3. ANIEs 4 ¼ Korea, Taiwan, Hong Kong, and Singapore; ASEAN 4 ¼ Thailand,
Philippines, Indonesia, and Malaysia. Source: EPA (Japan), Year 2010 Committee

Report, 1991)
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declined in relative terms but still reached 11.7 per cent in 1988 at
US$5.2 billion.
Another variant of the FDI flows is that the Asian NIEs themselves

have begun to invest heavily in ASEAN since the mid-1980s. South
Korea invested over US$250 million in cumulative stock in 1988 and
Taiwan US$87 million in 1987 in ASEAN. South Korea’s overseas
investment worldwide hit a record of US$959 million in 1990, an
increase of 68 per cent over the previous year (Clifford, 1991). Hong
Kong has been reported to be a leading provider of FDI in the
region, especially in the Pearl River Delta. Hong Kong’s investment
has also been substantial in South-East Asia, notably in Indonesia
and Thailand (W. C. H. Yeung, 1994). Thus, the Asian NIEs have
become exporters of capital in their own right, In particular, the
importance of Taiwan (or Chinese Taipei) has come to the fore,
reaching a climax in 1989 (table 6.1). Japan continued to be a major
exporter of FDI, but the peak was reached in 1990. Since then, the

Table 6.1 Direct investment in Pacific Asia from and into the economies of the
Pacific Economic Cooperation Council (US$ million)

Country Flow 1988 1989 1990 1991 1992 1993

China Outflow 850 780 830 913 4,000 �4,400
Inflow 3,194 3,393 3,487 4,366 11,156 27,515

Indonesia Outflow * * * * * *
Inflow 576 682 1,093 1,482 1,777 2,004

Japan Outflow 34,210 44,160 48,050 30,740 17,240 13,740
Inflow �520 �1,060 1,760 1,370 2,720 100

Korea Outflow 151 305 820 1,357 1,047 1,056
Inflow 871 758 715 1,116 550 516

Malaysia Outflow * * * 254 420 969
Inflow 719 1,668 2,332 3,998 5,183 5,206

Philippines Outflow * * * * * *
Inflow 936 563 530 544 228 763

Singapore Outflow 117 882 1,570 444 748 767
Inflow 3,655 2,887 5,575 4,888 6,730 6,829

Chinese Outflow 4,120 6,951 5,243 1,854 1,869 2,451
Taipei Inflow 959 1,604 1,330 1,271 879 917

Thailand Outflow 24 50 140 167 �147 �221
Inflow 1,105 1,775 2,444 2,014 2,116 1,715

Viet Nam Outflow * * * * * *
Inflow 366 539 596 1,288 1,939 2,928

Source: PECC (1995: 69).
* Indicates less than US$1 million.
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size of capital outflows has markedly shrunk. It should be noted that
China and the ASEAN countries have emerged as major recipients of
capital, exhibiting the shifting comparative advantage in their favour.
Even Viet Nam increased its FDI inflows by eight times during the
period 1988–1993.
The sizeable inflows of FDI to ASEAN countries have since the

early 1980s led to sharp structural changes, particularly in the growth
of export-oriented manufacturing. This is clearly reflected in the rapid
rise of manufactures as a share of total exports from the countries in
ASEAN (table 6.2). In the period 1980–1990, the rise of manufac-
turing industries in ASEAN may be seen from its export figures to the
world (last column). While the ASEAN overall figure almost tripled
from 21.8 per cent to 59.8 per cent in 10 years, Indonesia’s percentage
increase was 15.6 times, and Singapore and Thailand also recorded
impressive gains. These figures certainly indicate that something akin
to an industrial revolution had been taking place in ASEAN in the
1980s.
In terms of the relative importance of foreign investors in ASEAN,

table 6.3 shows clearly that, by 1990, US FDI had already paled into
insignificance. Asian NIEs’ capital flows were already double those of
Japan and are a force to be reckoned with. In any event, all these
sizeable FDI flows emanating from within Pacific Asia have contri-
buted markedly to growing regional economic integration and inter-
dependence (Grosser and Bridges, 1990). A non-treaty trading bloc is
fast becoming a reality in Pacific Asia, which may be viewed in stark
contrast to trading bloc formation recently advanced elsewhere in the
world.
One way of conceptualizing the rapid and interdependent changes

that have been occurring in the Asia Pacific region in recent years
centres on the emerging and critical roles cities have played in the new
global economy. Certain types of city – world cities – have emerged
to be important because, as network cities, various functions such as
airports, banking, capital flows, waves of technology, and branches of
multinational firms are performed through them in the regional and
global economies. Cities do not grow in importance simply because of
their demographic weight; their position in the global economy is
judged by the number and range of functions being performed in
the global economy. Put simply, globalization processes are enacted
through world cities and a functional city system becomes a distinct
expression of the global economy. A given functional city does not
necessarily include certain cities within the same population size

World city formation in Pacific Asia

139



T
a
b
le

6.
2

M
a
n
u
fa
ct
u
re
s
as

a
sh
a
re

o
f
to
ta
l
ex
p
o
rt
s:
A
S
E
A
N
co
u
n
tr
ie
s,
19
80
–
19
90

(%
)

D
e
st
in
at
io
n

C
o
u
n
tr
y

Y
e
ar

In
d
o
n
e
si
a

P
h
il
ip
p
in
e
s

M
a
la
y
si
a

S
in
g
ap
o
re

T
h
ai
la
n
d

A
S
E
A
N

W
o
rl
d

In
d
o
n
e
si
a

19
80

–
4.
6

7.
3

6.
8

21
.4

6.
8

2.
2

19
85

–
18
.1

49
.4

22
.8

65
.5

25
.1

12
.9

19
90

–
62
.8

48
.6

46
.1

36
.7

46
.7

34
.5

P
h
il
ip
p
in
e
s

19
80

5.
9

–
16
.1

20
.7

15
.3

14
.4

20
.2

19
85

79
.3

–
17
.9

17
.0

18
.2

19
.6

25
.9

19
90

n
.a
.

–
n
.a
.

n
.a
.

n
.a
.

n
.a
.

n
.a
.

M
a
la
y
si
a

19
80

59
.6

25
.1

–
17
.5

14
.5

18
.3

18
.6

19
85

35
.4

13
.0

–
27
.3

7.
9

23
.5

26
.8

19
90

n
.a
.

n
.a
.

–
n
.a
.

n
.a
.

n
.a
.

n
.a
.

S
in
g
ap
o
re

19
80

19
.0

53
.8

55
.1

–
33
.7

50
.5

45
.6

19
85

51
.1

42
.9

54
.8

–
41
.3

51
.5

50
.3

19
90

53
.6

63
.9

71
.6

–
49
.0

63
.9

70
.8

T
h
ai
la
n
d

19
80

9.
5

37
.0

25
.3

44
.9

–
31
.4

24
.2

19
85

29
.0

12
.8

22
.2

57
.8

–
41
.8

37
.1

19
90

46
.6

51
.2

38
.4

75
.4

–
63
.9

62
.6

A
S
E
A
N

19
80

13
.0

31
.7

50
.6

15
.3

29
.1

28
.2

21
.8

19
85

39
.5

21
.8

50
.3

28
.6

30
.4

35
.8

31
.8

19
90

46
.6

61
.6

68
.3

60
.2

48
.3

61
.3

59
.8

S
o
u
rc
e:

U
n
it
ed

N
a
ti
o
n
s,

C
o
m
m
o
d
it
y
T
ra

d
e
S
ta
ti
st
ic
s,
d
a
ta

ta
p
e
;
ci
te
d
in

Im
ad
a
an
d
N
a
ya

(1
99
2:
57
).

n
.a
.
¼
d
a
ta

n
o
t
av
ai
la
b
le
.

140



range, nor will it coincide with an entire national urban hierarchy.
The collation of different functional networks of a city serves to
define that city’s external linkages with the world economy and its
status within the world city system. A city grows in importance if it
performs effectively and efficiently a number of key functions that
another one does not. For example, Singapore serves as a hub of
several functional networks, including imports and exports, tele-
communications, international airlines, and international finance,
thereby determining its extensive and key external linkages. In the
global economy where national boundaries are becoming of decreas-
ing importance in economic interactions, or simply in a borderless
economy, it is the acquisition and accumulation of functions that
determine the centrality and role of a city in the regional and global
economies. In Pacific Asia, a regional functional city system is
emerging, which is superimposed on cities. World cities in the region
are being woven together into a mutually reinforcing, interdependent
web.

The emerging urban system in Pacific Asia

The extent to which globalization has affected individual cities as well
as national urban systems can be examined through their differential
responses to the changing global economy and their own shifting
positions within it. The relationships between the economic structural
adjustments experienced in individual countries, on the one hand,
and globalization forces and urban transformation, on the other, are
reflected in a number of selected studies of world cities and national
urban systems within Pacific Asia.
The clearest expression of the changing roles of a city in the region

Table 6.3 Direct investment in ASEAN, 1988–1990

1988 1989 1990a

US$
billion

% of
total FDI

US$
billion

% of
total FDI

US$
billion

% of
total FDI

United States 1.6 13.4 1.1 7.3 1.2 4.8
Japan 3.6 30.4 4.8 32.8 5.5 22.6
NIEs 3.7 31.0 4.1 27.6 12.9 45.3

Source: Jaw-yann (1994: 107).
a. The data for 1990 are for January to August.
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over time can be exemplified by Tokyo. Three stages of development
may be distinguished. In the 1960s, Tokyo evidently emerged as a
national magnet in the Japanese economy, to which population
and development were forcefully drawn. Then, in the 1970s Tokyo
developed and strengthened, with greater contributions to the
national economy, by developing as a financial, telecommunications,
and transnational corporation centre. At the same time, decentral-
ization of its manufacturing capacity, while keeping central mana-
gerial functions, began to be evident within Japan. All these devel-
opments, however, were played out largely within the constraints of
the national economic system. With the advent of the 1980s, forces of
globalization began to impinge on Tokyo, which was rapidly trans-
formed into a world city having economic articulation with the global
economy, not simply with the national or even regional economies.
Tokyo, responding to the demands of a world city, gradually de-
veloped an NIDL and industrial restructuring by relocating manu-
facturing production to cities abroad, particularly in the Asia Pacific
region, again retaining key central managerial functions and R&D
within Japan. The comparative advantage of Tokyo and cities within
Pacific Asia was being capitalized in the process. Japan emerged as
one of the leading economies in the world. Tokyo’s status as a world
city grew as a consequence, for it had become increasingly integrated
with the global and regional economies. Its importance within the
Japanese urban system has also been enhanced, having become a
giant urban agglomeration of more than 30 million inhabitants within
its daily commuting distance of some 50 km from the city centre.
The recent development of Seoul and Taipei further epitomizes the

regional response to economic globalization and the seizure of new
economic opportunities as the Asian NIEs are in a position to seek
development beyond their shores. In both cases, labour-intensive
manufacturing has been decentralized to offshore locations, such as
ASEAN countries, coastal China, and, recently, Viet Nam, where
labour and other factors of production are lower, leaving capital-
intensive types of production within their countries.
Seoul, whose population has quadrupled in the past three decades,

has emerged as the overarching urban agglomeration within South
Korea. It has exhibited a functional and economic dominance rarely
seen in Asia. Although a decentralization policy put in place since the
1980s, designed to halt its unwanted growth, has been only partially
successful, it has assiduously restructured its economy and prepared
for its internationalization. The establishment of the Capital Region
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has been one mechanism to channel the future growth of the Seoul
region in a more structured manner. Similarly, Taipei has since the
1980s repositioned its economy in relation to the growing effects of
globalization and the internationalization of business. Like South
Korea, Taiwan has positively nurtured its manufacturing sector
towards technological progress and innovation, with explicit govern-
ment support in the establishment of industrial estates and science
parks. Taiwan has become the thirteenth-largest trading entity in the
world. In comparison with Seoul, Taipei has been growing at a more
modest pace. With the port city of Kaohsiung in the south, Taipei
forms one end of a north–south urban corridor across the island,
along which economic activities and facilities are more spread out
than in South Korea.
Since the 1980s, waves of foreign investment have been reaching

ASEAN countries and China, and their influence on the growth of
these economies and their large cities has been strong. ASEAN
countries presented just the right mix of conditions as hosts for
offshore manufacturing to take place during this period. As a result,
foreign direct investment in ASEAN countries increased sharply and
this facilitated a major economic restructuring of these countries from
being commodity exporters to manufacturing exporters. Structural
reorientation also occurred in the early 1980s, when commodity
prices collapsed, giving the ASEAN countries timely and critical
relief from their previous overdependence on primary commodity
exports for their national income. This infusion of growth impulses
has given renewed strength to their large cities. Thus Bangkok, Kuala
Lumpur, and Jabotabek have grown rapidly and in new directions.
Growing international contacts and economic globalization have led
to rapid growth, which in the context of the cities concerned has
favoured the suburban areas rather than the central-city areas. These
urban fringe areas have experienced the fastest rates of growth and
the most rapid physical transformation (see table 6.4). These areas
have relatively more land and somewhat less stringent regulatory
controls on manufacturing-related growth and investment by trans-
national corporations. This process of rapid growth around urban
agglomerations in Asia has been described as extended metropolitan-
ization (Ginsburg et al., 1991). By virtue of their traditional and
newfound importance, these emerging world cities within ASEAN
have become better integrated among themselves and have become
well articulated with the new global economy.
In large measure, very much the same globalization processes have
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been bringing about rapid economic development in China since
1978. With the country having been isolated for decades from the
mainstream of development, only China’s coastal areas first came to
be the foci of foreign investment. In this respect, it should be noted
that foreign investment sources were initially largely from Asia,
despite a trend recently to open up to Western industrially advanced
countries. Even in the rapidly developing and changing coastal areas,
the gradual and painful shift from a socialist to a market economy
has prevented foreign investment from being immediately effective
(Yeung and Hu, 1992). By trial and error, some of China’s coastal
cities are being brought into the global economy but no Chinese city,
whatever its population size, has yet reached the stage of playing key
network roles in the global economy. Thus a truly world city is yet to
emerge in Mainland China.
Finally, in contrast to the fast-growing countries and cities in Pacific

Asia that have been briefly touched upon, the Philippines has been
experiencing slow rates of growth over decades. Political instability
and other problems have not made the island nation conducive to
foreign investment compared with its neighbours, which received
massive foreign investment in the second half of the 1980s. In fact,
because of economic stagnation, sustained emigration and labour
migration to the Middle East countries have occurred for two

Table 6.4 Varying rates of population growth in Jakarta, Hong Kong, and sur-
rounding cities

Population (’000) Annual growth rate (%)

1980 1990

Jabotabek 11,893 17,099 3.7
Jakarta 6,480 8,223 2.4
Bogor 2,739 4,007 4.1
Tangerang 1,529 2,765 6.1
Bekasi 1,143 2,104 6.3

1978 1988

Hong Kong–Zhujang Delta 7,810 12,166 4.5
Hong Kong 4,703 5,736 2.0
Shenzhen 23 322 30.2
Guangzhou 2,065 3,891 6.5
Macau 268 444 5.2
Zhuhai 13 191 30.8

Source: Lo and Yeung (1996: 38).
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decades. Consequently, Manila has been bypassed by some of the
positive effects of globalization, and until recently persistent neglect
of social and economic infrastructure had resulted in the deterio-
ration of the quality of life, particularly for the urban poor. For
Manila, whatever influence globalization has been brought to bear on
it, its former economic and functional dominance over the country
has been reported to have declined.

World city formation

In order to be effective in the new global and regional economies,
world cities in Pacific Asia have been preparing themselves in dif-
ferent ways, in a process that may be called world city formation.1
Many have not spared any effort or expense in infrastructure invest-
ment, creating space within their territory and improving themselves,
physically and economically, so as to be able to play their roles as
command posts, financial centres, headquarters locations, and trans-
port hubs.
Many Asian cities have recently invested massively in physical

infrastructure to be able to cope with rapidly growing traffic and
telecommunications in a new global age. One example is the con-
struction of huge and futuristic airports in many global cities, such as
Changi in Singapore, Chek Lap Kok in Hong Kong, Kansai in Osaka,
the Seoul Metropolitan Airport, and Nong Ngu Hao in Bangkok. The
Kansai, Chek Lap Kok, and Seoul airports are all built on reclaimed
land, which serves to highlight the need to create new space from the
sea where existing land space poses a constraint for development.
Examples of land creation through reclamation may be found in
many Asian world cities. In Singapore, much of the east coast has
been reclaimed over the past two decades, giving rise to new com-
mercial and business centres such as Marine Parade. Tokyo, too, has
been expanding through landfills along the Tokyo Bay since the
1960s for its booming industries and a new airport. The Haneda
airport, only 15 km from the city centre, was originally built as an
international airport but has remained only a domestic one after the
opening of Narita airport. In the same way, the insatiable demand for
land since the mid-nineteenth century has forced Hong Kong to
reclaim land from its beautiful deep-water harbour, particularly in the
post-war years. The speed and scope of recent and proposed recla-
mations, due in part to the new airport construction, have brought
about a recent public debate on the subject (Man, 1995).
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Because world cities are network dependent and technologically
oriented, the establishment of infrastructure for information networks
is viewed as indispensable in the trend towards a post-industrial
society or an ‘‘information society.’’ This trend is best exemplified
by the Teleport project in Tokyo, built on a landfill in Tokyo Bay,
only 5 km from downtown. It is conceived as a futuristic information
city consisting of elegant apartment blocks for 60,000 people and
high-tech companies offering 110,000 jobs, in fields such as tele-
communications, business information functions, international busi-
ness, information networking, advertising, printing, etc. These will be
featured in a telecommunications centre and a business intelligence
centre, designed to assist in the globalization of flexible production
and transnational corporations (Fujita, 1991: 280).
Along with the general trend to computerize and automate, many

Asian cities have striven to construct intelligent buildings with ‘‘beauty
and brains,’’ following similar innovations in American cities. The
Mitsui New No. 2 Building in Tokyo, completed in 1985, is regarded
as the first to be built in Asia. Since then, many intelligent buildings
have mushroomed in Tokyo and elsewhere in Japan. Manila’s
32-storey Stock Exchange Centre, completed in 1992, is run by an
electronic nerve centre able to monitor the weather and regulate air-
conditioning and lighting. Seoul’s Sixty-four Building, Hong Kong’s
Central Plaza, and Kuala Lumpur’s Petrona Towers are tall buildings
of similar construction. All these tall buildings not only vie for pres-
tige but create, at considerable cost, the much-needed office and other
space for global cities to consolidate and expand their functions.
In a drive towards technology and knowledge, many global cities

in Asia have invested in focused development of R&D, often in
conjunction with tertiary institutions. In Japan, the government has
encouraged the construction of a number of intelligent cities or
‘‘technopolises.’’ These are small cities built for high-tech industries,
research institutes, and colleges. The best example is Tsukuba Science
City located some 60 km north-east of Tokyo. In Singapore, Taipei,
and Seoul, science parks with substantial investment by government
and industry have operated with distinct success, although Hong
Kong is still to catch up with the other Asian NIEs in this respect.
Land reclamation and vertical development of space through tall

and intelligent buildings are ways to increase space production, but
world cities have also intensified urban renewal for the same reason.
This process has taken different forms in different cities, but the
redevelopment of much of the central city area of Singapore since
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the 1960s has been facilitated by legislation and the cooperation of
the public and private sectors. Hong Kong only recently moved with
vigour in this direction with the establishment of the Land Develop-
ment Corporation. On a smaller scale, many cities have witnessed
neighbourhood gentrification, whereby the physical and economic
uplift of the area has been realized. The revitalization of Lan Kwai
Fong on the fringe of Hong Kong’s town centre as an upbeat recre-
ation and commercial area is a classic example.
Urban redevelopment on any sizeable scale depends critically on

a successful public–private sector partnership, as the experience of
Japan has shown. Since the 1970s, private capital has been attracted
to public development through incentives such as low taxes, large
subsidies, and deregulation. Even some nationally owned land within
central Tokyo was sold to private real estate companies. Con-
sequently, the urban space of Tokyo has become an arena for capital
accumulation on a huge scale (Machimura, 1992: 120). This explains
in part the rapid and sustained escalation of land prices in Tokyo for
more than a decade until the bubble economy burst in the early
1990s. By the same token, world cities in Asia have strenuously
sought FDI through relaxation of restrictive regulations and market
opening. The stage is set for them to be more active players in the
global and regional economies.
As world city formation proceeds in Pacific Asia, most world cities

are subject increasingly to the forces of international migration of
population. Tokyo, for example, has for the first time experienced
legal and illegal immigration of sizeable magnitude from neighbour-
ing Asian countries, including those of South Asia. Immigration has
become a new factor in Japanese urban life, providing needed labour
for menial and other jobs and occasionally involved in the shady
underworld of crime. Even in Hong Kong, as a result of its greater
international orientation in recent years, the rise of foreign popula-
tions has been very rapid. Between 1980 and 1992, the resident
Thai, Filipino, and Canadian populations more than tripled (Yeung,
1995a). Another manifestation of sizeable international migration
within Pacific Asia has been the presence of Filipino domestic servants
in many of its world cities. This is a form of NIDL within the region.
Within the countries in the region, considerable rural–urban migra-
tion has occurred where enhanced employment opportunities are
provided by the presence of export-oriented manufacturing indus-
tries, such as those that have been established in export-processing
zones in Malaysia, Taiwan, and the Philippines, or in the suburban
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areas of world cities. The economic and social impacts of these migra-
tion streams on the cities and countries concerned are profound.
Indeed, within the Asia Pacific region a new climate of economic

globalization has spurred subregional economic cooperation in
several locales and others are being planned for implementation.
Called growth triangles, these localized economic zones involving
several countries can be viewed as an expression of a borderless
economy, where the international division of labour is developed to
its advantage (Thant et al., 1994). One such example is the cross-
border cooperative development, involving capital, technological,
and managerial inputs from Hong Kong and Taiwan, in China’s
southern provinces of Guangdong and Fujian, which have the com-
parative advantage in cheap land and labour. Natural complementa-
rities of the territories in question have enabled the rapid development
of this part of China since the early 1980s and the gradual economic
integration of the three territories in many ways (Yeung, 1995b).
One sub-area of the Southern China Growth Triangle is the Hong

Kong–Zhujiang Delta, representing a smaller area of intense eco-
nomic cooperation between Hong Kong and the smaller cities in the
delta region. Obvious economic disparity exists between Hong Kong
and the delta region, but the lucrative symbiosis between the two
lands is a powerful economic motivation for greater integration. To
echo a point made earlier about the more rapid growth of suburban
areas in Jakarta and, indeed, Bangkok, Taipei, and other world cities
in Pacific Asia, this phenomenon is repeated in the Hong Kong–
Zhujiang Delta area. If Hong Kong is viewed as the centre of the
Hong Kong–Zhujiang Delta region, its annual population growth of
2.0 per cent is only a fraction of the more than 30 per cent per year in
neighbouring Shenzhen and Zhuhai, two Special Economic Zones, in
the period 1978–1988 (see table 6.4). However, the trend of growing
integration within the region will be further reinforced by the return
of Hong Kong to Chinese sovereignty in 1997. It has been
forecast that the Hong Kong–Zhujiang Delta will continue to grow as
a physical and economic entity in the years ahead and will likely
evolve into a huge urban agglomeration of 40 million inhabitants in
the twentieth-first century.
Another successful subregional economic entity is one in which

Singapore, Malaysia (Johore), and Indonesia (Riau Islands) partic-
ipate. Like the Southern China Growth Triangle, which has Hong
Kong as its pivot, SIJORI (named after Singapore, Johore, and Riau
Islands) revolves around Singapore, another world city. The three
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territories display excellent economic complementarities, making a
clear division of labour possible. Population movement within the
area is strictly controlled by territorial boundaries.

Future outlook and policy implications

The subregional cooperative entities focused on one world city, as
described above, are one form of the urban-regional pattern that is
emerging in Pacific Asia. They represent a new spatial form of cross-
border urban region, which may or may not be centred on a world
city. Such cooperative development regions reflect the new inter-
national division of labour being compressed and concentrated in the
territories surrounding them, with nevertheless strong links to the
global economy.
At an even larger level are economic development zones and

urban corridors, which tend to extend over a wider territory and to be
centred around a number of world cities or mega-cities. A number of
urban corridors representing the highest level of interconnectedness
among the cities they encompass within the delineated area as part of
a regional restructured economy may be identified as follows:
. Pan-Japan Sea Zone
. Pan-Bohai Zone
. South China Zone
. Indo-China Zone
. Jabotabek
It should be recognized that these urban corridors are at varying
stages of formation, some exhibiting but incipient development
whereas others are quite advanced in form and connectivity among
the cities. Certain urban corridors are already being formed in coun-
tries within the region, such as those connecting Pusan and Seoul,
Taipei and Kaohsiung, Hanoi and Ho Chi Minh City, Johore Bahru–
Kuala Lumpur–Penang, Jakarta and Surabaja. However, the best
illustration of a mature urban corridor is one called BESETO, which
consists of the region focused around Beijing, Seoul, and Tokyo.
This will be discussed in detail in the following chapter by Choe. As
the countries strive to improve infrastructure development within
and among themselves, this urban corridor has every possibility of
assuming greater importance within Pacific Asia (Choe, 1996). Given
the rapid development of the Asia Pacific region forecast for the
future, one future outlook for the Western Pacific Rim is to conceive
of it as a more or less continuous urban belt linking a number of
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urban corridors and economic development zones stretching from
Japan and North Korea to West Java focused on Jabotabek. In this
new urban age, world cities in Pacific Asia are playing increasingly
important roles for the global and regional economies (Y. M. Yeung,
1994).
Globalization has transformed many Asian cities, providing them

with new functions and heightened roles. At the same time, nations
have found themselves having to contend with globalization forces in
making their development plans. In the new global economy, the
pivotal role of some cities, such as world cities, has come to the fore.
Knight (1989: 327) has succinctly summed up the emerging global
society and the growing influence of cities within it:

Now that development is being driven more by globalization than by
nationalization, the role of cities is increasing. Power comes from global
economies that are realized by integrating national economies into the
global economy, and cities provide the strategic linkage functions. Activities
related to the creation of global linkages, such as identifying opportunities,
advancing and implementing technology, financing and handling transac-
tional flows, structuring and serving global markets, are located primarily in
cities and are expanding rapidly. . . . To wit, as global society expands, the
role of cities increases and the role of the nations decreases.

Indeed, the present is being envisaged as a historic period, in that
cities are now able to position themselves in the global society. To be
more specific, Knight (Knight and Gappert, 1989: 12) maintains:
‘‘Once cities become aware of the possibilities created by the global
society, they can begin positioning themselves to capture selected
opportunities and thereby secure a role in the global society.’’ If
Knight’s analysis and prognosis of global development are accurate,
the omens are good for world cities in Pacific Asia in the twenty-first
century with its predicted healthy economic outlook.
In reflecting on the future of world cities in Pacific Asia, several

critical issues having a bearing on policy implications should be
tackled. The extent to which these issues can be resolved will signifi-
cantly determine how world cities in the region will evolve and posi-
tion themselves in the global economy.
First, as world cities evolve and change to enable them to discharge

both their old and their new functions, they are experiencing urban
restructuring – spatially, economically, and socially. In terms of
spatial outcome, a concentration of control and management func-
tions in a world city leads to the transformation of urban functions
and land-use patterns. The NIDL has redefined the employment
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structure of world cities. Whereas control, management, and service
functions have increased, the relative importance of manufacturing
has declined. Socially, the internationalization of Asian world cities
has led to expensive housing and sharpened social inequalities and
tensions. Traffic jams, growing pollution, and escalating crime are
some of the negative consequences of rapid growth (Yeung, 1996).
Urban decision makers are confronted with certain critical choices,

which have grave implications for energy consumption, pollution
abatement, and financial burdens. One basic issue, for example, is the
choice of intra-city transport. Many world cities in Pacific Asia do not
have a mass transit system and are struggling to cope with the rapidly
increasing number of automobiles that have come with growing
affluence. Bangkok, Taipei, Manila, Kuala Lumpur, and Jakarta at
best have plans for mass transit systems of sorts but, until they
actually come into operation, traffic jams in these cities will go from
bad to worse. Chinese cities are also having to contend simulta-
neously with ‘‘bicycle pollution’’ and a rapid increase in automobiles.
Whereas the twentieth century for China has been a period of civil
war, revolution, and strife, car-makers are confidently predicting that
the twenty-first century will be one of cars, roads, and more traffic
jams (Foo, 1995). To cope with their teeming populations, mass
transit appears to be indispensable as the primary mode of urban
transport in world cities. This will require the inculcation of certain
values so that a desirable lifestyle can be maintained. Reliance of
large cities on mass transit will result in less air pollution, reduced
energy consumption, and a more efficient use of road space.
A second issue relates to the broad question of how world cities

can be fed. A study on the food supply of China against the backdrop
of its booming economy has thrown up some searching questions
about the vulnerability of some Asian cities and countries (Brown,
1994). In Japan, soaring demand for grain ascribable to prosperity
and the heavy loss of cropland to industrial development since World
War II had pushed dependence on grain imports to 77 per cent of
total grain consumption in 1993. Over the past few decades, active
industrialization leading to the conversion of grainland to non-farm
uses has caused Japan to lose 52 per cent of its grainland, South
Korea 42 per cent, and Taiwan 35 per cent. These statistics are
indeed disquieting for China, which, with rapidly rising per capita
income, is already seeing signs of a change in people’s diet. At the
same time, China’s cropland is shrinking fast, lost to industrial and
other uses. Based on the experience of more developed Asian coun-
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tries, the future fall in China’s grain production is estimated con-
servatively at one-fifth. Translated into numbers, the deficit by 2030
will rise to 305 million tonnes of grain, which will not be capable of
being borne by the world (Brown, 1994). The concerns raised by this
study of China’s food supply should be kept in mind by policy makers
in world cities in the region. Although the functions of these cities are
changing and intensifying in technology and complexity, this does not
in itself help the food supply. These cities must therefore work within
their national and regional economies to ensure that their food sup-
plies are within certain margins of safety.
The third and final issue broadens the question of food supply to

encompass the whole concept of sustainable development. Are world
cities in Pacific Asia sustainable cities? This is not an easy question to
answer because the concept of sustainable development is still rather
new and complex. By one definition, ‘‘sustainable development is the
ability to ensure the needs of the present without compromising the
ability of future generations to meet their own needs’’ (WCED, 1987:
43). As the food supply issue illustrates, a city can be very vulnerable
to the carrying capacity of near or distant lands. Other pressures on a
city involve job opportunities, poverty, health, housing, waste man-
agement, and the environment (especially global warming). Sustain-
able development involves a holistic approach to the restructuring of
our global society, including international relations. Two knowledge
gaps exist in our understanding of sustainable cities: the link between
carbon dioxide build-up and global warming, and how to reduce global
population growth to replacement levels in the near future (Stren
et al., 1992: 8–51). For world cities in Pacific Asia to be sustainable,
all of the pressures mentioned above will have to be alleviated. Two
questions in particular are of special relevance to policy makers. One
has to do with the sustainability of the evolving roles and functions of
world cities in the new global economy, taking into consideration their
restructured economy, continued population growth through inter-
national and internal migration and natural increase, and heightened
social tensions. The other pertains to the responsibility city govern-
ments have to shoulder the choice of energy-efficient systems of
transport and electricity, minimizing the emission of ‘‘greenhouse’’
gases, and educating citizens in the good practices of environmental
protection. If these questions are adequately addressed, sustainable
world cities, in the sense of economic development along with envi-
ronmental protection, will add to the collective strength of the Asia
Pacific region.
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Note

1. This section is adapted largely from Yeung (1996).
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7

Urban corridors in Pacific Asia

Sang-chuel Choe

Introduction

Although terms such as ‘‘urban corridor’’ and ‘‘Pacific Asia’’ have
never been precisely defined, they reflect an unprecedented sense of
a community and opportunity on the Asian Pacific Rim. The 1995
Time magazine in its 11 January and 22 February editions ran two
exciting cover stories relevant to the theme of this chapter. The
subject of the cover stories was as follows: mega-cities, the world’s
sprawling urban centres, are rife with problems and filled with
promise. The ambitious and the down-trodden of the world come by
the millions, drawn by the strange magnetism of urban life.

For centuries, the progress of civilization had been defined by the
inexorable growth of cities. Now the world is about to pass a mile-
stone. More people will live in urban areas than in the countryside.
Does the growth of mega-cities portend an apocalypse of global epi-
demics and pollution? Or will the remarkable stirrings of self-reliance
that can be found in some of them point the way to their salvation?
Trade across the Pacific Ocean already surpasses its transatlantic
counterpart. With the apparent dawning of the Pacific Age years
ahead of schedule, East Asia will continue to set the world pace for
prosperity.
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Certainly, Pacific Asia, which includes East Asia and South-East
Asia, has been passing through great socio-economic transformations
and a new era of urban revolution. Urbanization in Pacific Asia is not
simply the upsurge of rural-to-urban migration. It is the surprising
growth of mega-cities, the shaping of megalopolises, and the emer-
gence of urban corridors across national borders. Mega-cities and
megalopolises in Pacific Asia are not completely new but the con-
cepts of urban corridor, growth triangle, and/or natural economic
territory began to appear in the literature from the late 1980s. This
chapter addresses these new urban phenomena. It begins with a
review of the urbanization pattern in general and highlights the
emerging urban corridors in Pacific Asia and how the urban system
may be changed by the globalization of the Pacific Asian economy.
Finally, it draws attention to the promises and disenchantments of the
urban corridor phenomenon and the policy implications for urban
development.

The urbanization pattern in Pacific Asia

In 1920, less than one-fifth of the world’s population lived in urban
places. By 1980, the urbanization level had reached more than two-
fifths, and by 2000 it is projected to exceed one-half. Although there
are great variations in the size and growth rates of urban population
among countries in Pacific Asia, the proportion of the population
living in urban areas is the lowest in the region as a whole, with the
exception of highly urbanized countries such as Japan, South Korea,
Taiwan, and the city-states of Hong Kong and Singapore (table 7.1).
In 1990, the proportions of urban population in East Asia and South-
East Asia were 38.6 and 28.1 per cent, respectively, compared with the
world average of 45.9. However, the momentum for rapid urbaniza-
tion has just begun in Pacific Asia. The urbanization level is related to
the level of industrialization. In this regard, Japan and the Asian newly
industrializing economies (NIEs – South Korea, Taiwan, Hong Kong,
and Singapore) led economic growth and concomitant urbanization
until the 1980s, but the rate of urbanization is beginning to stabilize.
Instead, China and some countries of the Association of South-East
Asian Nations (ASEAN) – Indonesia, Malaysia, the Philippines, and
Viet Nam (the ASEAN-4) – will experience rapid urbanization along
with recent economic development. The Asian NIEs are now facing
new problems and challenges in global competition. The challenges
include ever-soaring wages, labour shortages, price and exchange
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rate fluctuations, increasing competition in export markets, and a
protectionist tendency in major world markets. The rise of the low-
cost economies of China and the ASEAN countries is starting to have
visible effects.

Of the total urban population in 1950, Pacific Asia accounted for
19.1 per cent, with 15.6 per cent in East Asia and 3.5 per cent in
South-East Asia. As of 1975, the urban population in Pacific Asia
accounted for 22.6 per cent of the world’s urban population. By 2000,
it is projected to reach 27.4 per cent. This trend suggests the rapidity
of urbanization, although the overall urbanization level is still lower
than that in other parts of the world (table 7.2). The low level of
urbanization has largely been caused by China and the ASEAN
countries, which have remained among the least urbanized countries
in the world. China is entering a new phase of development since new
economic policies and the opening of coastal cities for foreign
investment ventures were introduced in 1978. In these circumstances,
controlling migration into urban areas may become much more dif-
ficult. It is clear that, with a policy of less controlled migration, the
level of urbanization will accelerate and urban problems will become
even more severe. The ASEAN-4 countries will tend to outpace the
NIEs in terms of economic growth rate and will become major recip-
ients of foreign direct investment from NIEs, eventually contributing

Table 7.1 Urbanization profile of East and South-East Asia

Population in urban areas
of 1 million or more

Mid-1994
population
(million)
(A)

Urban
population
(%)
(B) As % of (A) As % of (B)

Per capita
GNP, 1992
(US$)

World 5,607.0 43 17 38 4,340

China 1,192.0 28 9 35 380
Hong Kong 5.8 100 95 100 15,380
Indonesia 199.7 31 11 36 670
Japan 125.0 77 37 47 28,220
Korea 44.5 74 53 73 6,790
Malaysia 19.5 51 10 24 2,790
Philippines 68.7 44 15 36 770
Singapore 2.9 100 100 100 15,750
Taiwan 21.1 75 20 27 4,709
Thailand 59.4 19 13 60 1,840

Sources: 1994 World Population Data Sheet and Carnegie Endowment for International Peace,
Defining a Pacific Community, 1994.
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to the massive relocation of rural population into a few urban areas.
The ASEAN-4 countries, as well as China, are also projected to
experience robust growth, with China’s growth in GDP and its share
in regional importance being the most notable of all Asian Pacific
countries (Yeung, 1993: 54). In promoting the national economies of
Pacific Asia, foreign direct investment, which tends to be attracted to
large urban centres, will also accelerate the growth of mega-cities in
the recipient countries.

A second characteristic of Pacific Asian urbanization is the con-
centration of population in a few large cities, especially in mega-
cities. With the enormous expansion of urban population, the largest
urban centres grew to unprecedented sizes. Because the urban revo-
lution started in Western Europe and North America in the nine-
teenth century, most of the largest cities were located in those
regions. But the current phase of the urban revolution is marked by
the urbanization of less urbanized regions, and many of the largest
cities are now in Pacific Asia. The nature of this phenomenon can be
seen vividly in table 7.3, which lists the 25 largest urban agglomer-
ations from 1960 to 2000. In the year 2000, 9 of the 25 mega-cities in
the world will be in Pacific Asia, from 6 in 1960.

Urban corridors, growth triangles, and natural economic
regions

Urbanization does not appear everywhere and all at once. Taking
advantage of the initial spatial system and natural endowments,
urban corridors have many historical antecedents. Urban growth
depends largely on the configuration of transportation routes and the
geographical sequence of sources, junctions, and markets along a
specific route. In the classical and medieval world, the Silk Road
cities such as Luoyang, Changan (Xian), Tunhuang, Kashgar, and
Tashkent, the Mediterranean and Aegean urban civilizations ex-
tending from Asian Minor through Greece to southern Italy, and
the Hanseatic League cities during the Crusades would be the coun-
terparts of the modern urban corridor. The concept of the urban
corridor has been used interchangeably with ‘‘megalopolis’’ (Gott-
mann, 1961), ‘‘extended metropolitan region’’ (Ginsburg et al., 1991),
and ‘‘ecumenopolis’’ (Papaioannou, 1970). Urban corridors, although
they have different morphologies, are commonly characterized as
absorbing an increasing proportion of their countries’ population and
economic growth. The historical juxtaposition of port cities and high-
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density regions creates the necessary preconditions for global linkage
and readily available surplus labour (McGee and Yeung, 1993: 59).

There are already two well-known urban corridors. On the north-
eastern Atlantic seaboard, from Massachusetts Bay to the valley of
the Potomac, there is an almost continuous chain of impressive cities
along the old highway known as U.S.1. Over a distance of about
800 km are five of the largest metropolitan areas in America: Boston,
New York, Philadelphia, Baltimore, and Washington. Between them
and in the interior immediately west of this axis, there are a dozen
other metropolitan areas, each with populations ranging from 200,000
to 800,000 (Gottmann, 1961: 17).

As figure 7.1 shows, the axis containing most of Europe’s major
cities has a north-west to south-east orientation from the United
Kingdom, through Belgium, the Netherlands, north-eastern France,
and Germany to northern Italy. Within this vital axis are two major
focuses: (a) a north-western focus concentrated upon the historic
capitals of the former colonial powers (London, Paris, Randstad
in Holland) and (b) a south-eastern focus concentrated upon cities
in southern Germany, Switzerland, and northern Italy (Munich,
Stuttgart, Milan). The faster relative growth of these cities has pulled
the centre of gravity of the axis southwards (Dunford and Perrons,
1994). Jean Gottmann, who coined the term ‘‘megalopolis,’’ accu-
rately predicted in his seminal book subsequent developments on the
urbanized north-eastern seaboard of the United States. It would
certainly have immensely pleased the Founding Fathers of cities in
the megalopolis to find that the way of life and the economic organi-
zation developed in that part of North America would serve as a
model for many other parts of the world undergoing the process of
urbanization (Gottmann, 1961: 776). It is exactly what has been hap-
pening in Pacific Asia.

The most dramatic is the Beijing–Seoul–Tokyo (BESETO) urban
corridor in East Asia, which transcends national boundaries. It encom-
passes five mega-cities (Beijing, Tianjin, Seoul, Tokyo–Yokohama,
Osaka–Kobe), each with a population of 10 million or over. It is
larger than the European and North American counterparts in terms
of population size. In an inverted S-shape, the corridor from Beijing
to Tokyo via Pyongyang and Seoul comprises some 98 million urban
inhabitants, and 112 cities each with a population of over 200,000. The
cities are almost contiguous along a 1,500 km strip of densely popu-
lated land (as shown in table 7.4 and fig. 7.2), becoming a so-called
‘‘ecumenopolis,’’ to use the term used by the Greek urban planner,
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C. A. Doxiadis. An ecumenopolis is defined as a unified settlement
system spanning the entire habitable area on a global or continental
scale. An urban corridor from the Tokaido megalopolis to Fukuoka
in Japan is extending across the Korea Strait, via stepping stones of
islands such as Tsushima and Iki, to Korea’s south-eastern region
centred on Pusan, which covers the most industrialized parts includ-
ing Pohang, Ulsan, and Masan. This borderless urban corridor fur-
ther extends from Pusan to Taegu and Seoul in South Korea and to
Pyongyang and Shinuiju in North Korea. It then continues to China’s
Bohai rim cities such as Shenyang, Dalian, Tianjin, and Beijing. This
region can be traversed in only one and half hours by air and would
be within 10 hours’ commuting distance if a high-speed train were
introduced and the Korea Strait between the Korean peninsula and
the Japanese archipelago were connected by an under-sea tunnel. In
fact, the bullet train from Tokyo to Fukuoka is already in operation
and a high-speed railway from Pusan to Seoul is scheduled for com-
pletion by 2002. The region covers the most developed parts of the
respective countries, with bundled lines of railroads and expressways.
Also, the region is connected by four distinctive megalopolises in
each country, becoming an integrated natural economic region
(Choe, 1996).

In other parts of Pacific Asia, smaller urban corridors are also devel-
oping in southern China, Malaysia, far north-eastern Asia, Taiwan,
and the Indo-China peninsula. Among the most prominent ones
are the Pearl River Delta (Guangzhou–Shenzhen–Dongguan–Hong
Kong), the Taiwan–Fujian region (Taipei–Taichung–Kaohsiung–
Xiamen–Fuzhou), the Singapore–Johor–Riau Triangle, the Yangzi
River region, and the Tumen River Delta. The common features
of these transnational groupings are the participation of two and
more countries and the inclusion of only parts of these countries.

Table 7.4 Urban population and number of cities in the BESETO urban corridor

Population
(’000)

No. of cities
over 200,000

Bohai rim corridor, China 31,556 36
Shinuiju–Kaesong corridor, North Korea 4,997 9
Seoul–Pusan corridor, South Korea 22,642 15
Tokaido corridor, Japan 39,269 52
Total 98,464 112

Source: Choe (1996: 507).
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They are what Robert Scalapino (1992) has termed a ‘‘natural eco-
nomic region.’’ This is an entity that crosses political boundaries,
often encompassing only portions of states, but with its raison d’être
resting upon the combination of natural resources, manpower, tech-
nology, and capital that can be pooled to maximum advantage.
Again, Scalapino (1992) calls this phenomenon ‘‘soft regionalism.’’ It
is the growth of economic interaction among and between nations. It
has had no solid institutional structure for largely political reasons
nor has it necessarily encompassed entire nations.

The Southern China Growth Triangle, which can be subdivided
into two distinct entities (the Pearl River Delta and the Taiwan–
Fujian region), consists of Hong Kong, Taiwan, and four Special
Economic Zones (Shenzhen, Zhuhai, Shantou, and Xiamen). The
members operate under different political and economic frameworks,
with their cooperation and integration being driven solely by mutual
need and private sector initiatives. The massive inflow of investments
into the southern China region has been promoted by a number of
factors. On the part of the People’s Republic of China, these include
the open door policy and subsequent liberalization of economic poli-
cies and limited linkages with Taiwan after the Statute for Relations
across the Taiwan Strait in 1992. In the case of Taiwan, a rapid and
major appreciation of the currency was an added reason for off-
shore investment. Cultural and linguistic affinities and geographical
proximity added to the formation of South China as an urban
agglomeration.

Among the growth triangles in South-East Asia, the most cele-
brated is the Singapore–Johor–Riau (SIJORI) region, which includes
Singapore, the neighbouring southern Peninsular Malaysian state of
Johor, and the Indonesian province of Riau. SIJORI covers a land
area of about 23,000 km2 and has a total population of more than
5 million. The basic rationale is that it makes possible the joint
development of the region by capitalizing on factor complementa-
rities in the three participating territories. Geographical proximity
keeps down transaction costs and facilitates the flow of resources,
labour, and products. SIJORI is largely an outgrowth of Singapore
and is expected to become an eventual cross-border urban agglom-
eration of Singapore. The formation of the SIJORI Growth Triangle
has been in part a response to the phenomenon of the globalization
of production by multinational corporations. The subregional eco-
nomic grouping and urban agglomeration should be seen as an
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attempt to attract these investment funds and direct them to labour
and land surplus areas in Riau as well as in Johor.

Recently, one of the most active natural economic regions has been
the Tumen River Delta region. The Tumen River, which marks the
border of three countries (North Korea, China, and Russia), flows
into the East Sea (the Sea of Japan). The three countries have
agreed, in principle, to lease their land around the estuary of
the Tumen River for 70 years to an international corporation. Within
the larger Tumen River Delta region there are the three cities of
Vladivostok in Russia, Chongjin in North Korea, and Yanji in China,
as well as many smaller cities such as Rajin and Sonbong in North
Korea, Pos’yet and Zarubino in Russia, and Hunchun and Fangchuan
in China. They will become an extended metropolitan region if the
Tumen River development programme is carried out as planned.

In this era of globalization, many schemes in the name of growth
triangles or natural economic regions have been devised in academic
and political circles and are waiting to be developed into physical
entities. The concept of the Yellow Sea Rim Economic Region, which
includes China’s Bohai rim cities and provinces (Tianjin, Beijing,
Shandong, and Liaoning provinces), South Korea’s southern and
western coastal cities and provinces (Inchon, Kunsan, Mokpo, Yosu,
and Pusan), and the south-western area of Japan centred on Fukuoka
and Kitakyushu, has been widely discussed but is still in an embryonic
stage, except for the inter-city coalition for fraternal exchange
between Kitakyushu, Pusan, and Dalian.

Another natural economic region is the East Sea Rim (the Sea of
Japan Rim) region, which covers the Japan Sea littoral prefecture
and cities, the eastern coastal provinces of Korea, China’s Jilin Prov-
ince, and Far East Russia, although it has not progressed beyond
wishful thinking. The most active cities in the cause of transnational
cooperation are Niigata in Japan, Pohang in South Korea, Chongjin
in North Korea, and Vladivostok in Russia. Inter-city networks such
as the opening of direct air links and shipping lines are rapidly
developing.

At present, many other subregional economic regions are devel-
oping in Pacific Asia. One of them is the Northern Growth Triangle,
encompassing the contiguous subregions of northern Peninsular
Malaysia centred on Penang, southern Thailand, and northern
Sumatra. Another proposed natural economic territory links Davao
on Mindanao in the southern Philippines, Manado in northern
Indonesia, and Sandakan in Sabah, Malaysia, although this is far
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from being an urban agglomeration (Sobrepena, 1995). The urban
corridors, growth triangles, and natural economic regions mentioned
above are depicted in figure 7.3 in a schematic manner.

Fig. 7.3 Urban corridors, growth triangles, and natural economic regions in Pacific

Asia
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Similar trains of thoughts have been suggested by other scholars.
Peter Rimmer (1990) has identified four emerging corridors within
the Western Pacific Rim: (1) Japan’s Pacific Belt, stretching from
Tokyo to Kyushu, (2) the Eastern Australia corridor, reaching from
Cairns to Adelaide, (3) the South-East Asian corridor, running
between Chiang Mai and Bali, and (4) the East Asian corridor,
spanning Seoul via eastern China to Hong Kong, with a possible
extension to Hanoi (as shown in fig. 7.4). Naidu (1994) also drew
attention to the evolving subregional economic zones in Pacific Asia

Fig. 7.4 Four corridors in western Pacific Asia
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(as shown in fig. 7.5). After all, explosive population growth and a
flood of migration from rural areas are creating unprecedented pres-
sure on the great cities of the region. In Pacific Asia, a new order in
the organization of inhabited space is to be created.

Globalization and a changing urban system

Cities now increasingly perform in ways that are transnational. They
compete for mobile capital, employment, institutions, and events, as
evidenced by foreign direct investment and the competitive hosting of
international sporting events in recent years. Seoul and Nagoya bid
for the 1988 Summer Olympic Games, and Seoul won. Seoul and
Tokyo seriously competed to host the 2002 World Cup, but even-
tually they agreed to co-host the event. In the future, although intra-
regional trade and investment in Pacific Asia will continue to expand
and lead to less reliance on extraregional exports for sustainable
growth, the source of growth will remain global. Economic dynamism
has transformed the Asia Pacific region into a major player in world
trade and technology. Most cities in Pacific Asia are still national
cities, except for Hong Kong and Singapore. There is also no hier-
archical order in terms of functional roles; each city is in competition
with others in their respective areas. Competition among cities is
likely to increase rather than diminish. Competition now is between
cities across national borders and not between countries, as it used to
be. Cities represent countries in the global economic system; they
depend on global capital transfers and the new economic order. In
turn, governments can assist urban institutions to prosper and com-
pete globally. Urban productivity is becoming a catchword. It is based
on the premise that the macro performance of the economy is crit-
ically determined by the productivity of individual households and
firms in urban areas. Growth strategies have been introduced to
remove constraints that inhibit the efficient functioning of the urban
system and, hence, productivity growth in urban areas.

To this end, urban coalitions across national borders are commonly
accepted without much hesitation. Super-infrastructure investment
in airports, seaports, teleports, and convention and trade centres is
being made to gain a competitive edge in the global economy. State-
of-art airports have been built or are under construction, such as the
Kansai International Airport in Osaka, the new Seoul International
Airport in Youngjongdo, and the Chek Lap Kok Airport in Hong
Kong. They are all located offshore and aim to become international
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Fig. 7.5 Regional economic zones in Asia and the Pacific
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hubs accommodating supersonic, intercontinental air services. The
Pacific Asian Rim lies over a great land mass and is separated by the
seas and it is, therefore, difficult for passenger traffic to rely on means
of transport other than air transport. It is quite natural that air
transport will become increasingly important. As Rimmer points out,
the Western Pacific Rim provides an ideal laboratory for exploring
the changing interrelationships between ports, inland transport, and
regional development. Collectively, ports and inland transport reflect
the Rim’s emergence as a major focus of world trade and economic
activity rivalling Europe and North America as a centre for capital
accumulation (Rimmer, 1990: 3).

The surge of foreign direct investment (FDI), the globalization of
financial and real estate markets, the international migration of
labour, and the opening of overseas construction industries are all
contributing to the changing pattern of the urban system in Pacific
Asia. They have been key agents in integrating national urban centres
into the global networks of the urban system with the transnationali-
zation of business organization, production, and investment. Foreign
direct investment is basically urban oriented, and South Korea’s
foreign direct investment is no exception. Since the mid-1980s, intra-
regional trade and investment growth within Pacific Asia have accel-
erated. Current trends in the foreign direct investment pattern can be
summarized as follows: (1) the introduction of new home countries,
diminishing differences in volumes between the established home
countries of FDI, and the declining relative importance of Japanese
total outward intraregional FDI; (2) the gradual appearance of a
more balanced pattern of FDI flows in several bilateral relations as a
result of growing Taiwanese, South Korean, and Singaporean invest-
ment in Japan, and Malaysian investment in Taiwan and Singapore;
(3) a gradual shift of investment from labour-intensive sectors to
market-oriented FDI in technologically advanced industries; (4) a
rapid growth of labour-intensive investment in Chinese inland prov-
inces; and (5) a continuous increase of investment in the service sec-
tors (Alvstom, 1995: 126).

Conclusion: Promises and challenges

There is no alternative to cities. Cities have no choice but to live with
and catch up with others that are already more developed. However,
the phenomenal growth of the urban population in Pacific Asia brings
its own blessings and poses grave challenges. The process of urban-
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ization must be understood as a basic condition in economic, social,
and technological development. But urbanization that outstrips the
absorptive capacity of cities, the mega-city phenomenon, and its off-
spring of urban corridors have offered promises as well as challenges.
Yue-man Yeung (1990) has articulated some important urban chal-
lenges.

The first is the international impact of urbanization in Asian
countries. As economic growth becomes more interdependent among
nations, cities with specific functional complementarities begin to
become linked across national boundaries.

Secondly, excessive concentration of population and economic
activities has brought serious environmental problems, leading to
questions about the sustainability of urbanizing the Asian continent.
Environmental problems are also becoming transnational. Acid rain
caused by the heavy use of fossil fuel in the Chinese provinces of
Hebei, Shandong, and Liaoning and the cities of Beijing and Tianjin,
which are densely populated and the most industrialized parts of
China, has been of great concern to people in the Korean peninsula
and the Japanese archipelago. The semi-enclosed Yellow Sea, sur-
rounded by the densely populated littoral regions of China and Korea,
is threatened with death. Environmentally hazardous industries have
been relocated to escape stringent environmental regulations in their
home countries under the disguise of foreign investment.

The third issue is that the emergence of urban corridors has
accentuated ongoing disparities at international, national, and
inter-urban levels. On a macro-geographical scale, there is a core
of advanced areas and major mega-cities that extends from the
BESETO corridor through the Chinese coastal cities of Shanghai,
Xiamen, and Guangzhou, and Hanoi and Ho Chi Minh City to a
great arc of Indo-China and Malaysian peninsulas. At increasing dis-
tances from this developed zone lie orbital areas of relative under-
development. Depressed areas in each country are mostly located
away from these developing urban corridors. In Japan, regional dis-
parities do not disappear between the Tokaido megalopolis and other
parts of the country. Korea’s depressed regions lie in south-western
and north-eastern areas, which are a long way from the Seoul–Pusan
megalopolitan influence. China is no exception. In the process of
national development after 1949, priority was given to inland areas
over coastal cities, where the colonial and imperialistic imprint per-
sisted. However, the opening of China’s coastal cities since the 1980s
has reinforced the development of the coastal regions at the expense
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of inland regions, which have experienced sizeable outflows of pop-
ulation to the coastal cities. Similarly, South-East Asian countries,
including Viet Nam, Thailand, Malaysia, and Indonesia, will experi-
ence the peripheralization of regions outside urban corridors and
growth triangles.
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8

World cities and the urban
future: The view from Latin
America

Alan Gilbert

Let me begin by admitting that I am very uncertain about the use-
fulness of the concepts ‘‘world cities’’ and ‘‘mega-cities’’ in analysing
what is occurring in Latin America. After a brief introduction to the
process of urbanization as it has occurred in Latin America, this
chapter will examine the meaning of these terms. It will then proceed
to consider the far-reaching but highly uneven process of global-
ization. What is globalization and what implications does it have
for life in the major cities of Latin America? The chapter ends by
sketching the major parameters that are likely to determine the
future of Latin America’s major cities.

My conclusion is that there is no single Latin American urban
future but many futures. Local outcomes will be determined by the
interaction of international and local forces. There can be no simple
prognosis: what will happen in Mexico City will not happen in Bogotá
or São Paulo. The only generalization that can be made is that glob-
alization will lead to greater inequality and greater instability. Latin
American cities are becoming more unequal and more unstable. Both
processes are occurring because those cities are now firmly linked
into an increasingly inequitable and volatile world economy.
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Latin America’s cities

Although Latin America has had urban civilizations for centuries,
relatively few people lived in the cities until comparatively recently.
In 1950, only Argentina, Chile, Cuba, and Uruguay contained an
urban majority and, as table 8.1 shows, less than one-half of Latin
Americans lived in urban areas as recently as 1960. Nevertheless, the
process of urbanization was well under way by that time and,
between 1940 and 1990, Latin America changed from a rural to an
urban society. The transformation was wrought by a combination of
falling mortality rates, rapid internal migration, economic develop-
ment, and changing technology.

Population growth was critical. In 1930, Latin America had just
over 100 million inhabitants; 60 years later, its population had passed
the 425 million mark. Average life expectancy almost doubled from
an average of 34 years in 1930 to 65 years by the early 1980s. With
death rates plummeting, fertility continued at a very high level.
Excluding Argentina and Uruguay, where average birth rates per
thousand population were in the low 20s, fertility rates in the 1960s
averaged around 45. It was not until the 1970s and 1980s that fertility
rates began to fall substantially.1 In the interim, Latin America’s
population exploded.

Because most people lived in the countryside, it was the rural areas
that bore the brunt of the population explosion. Rapid growth created

Table 8.1 Urban population in Latin America (settlements with more than 20,000

inhabitants), 1940–1990 (%)

Country 1940 1960 1980 1990

Argentina n.a. 74 83 86
Bolivia n.a. 24 33 51
Brazil 31 46 64 75
Chile 52 68 81 86
Colombia 29 53 68 70
Cuba 46 55 65 75
Ecuador n.a. 36 44 56
Mexico 35 51 66 73
Peru 35 47 65 70
Venezuela 31 63 79 91

Latin America 33 44 64 72

Sources: Wilkie et al. (1991); UNDP (1992).
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a problem in so far as Latin America’s land tenure system was very
unequal and few families ever had sufficient land to nourish their
children. A common response was for individuals, and sometimes
whole families, to move to the cities. They moved because economic
growth was generating jobs in the cities. The work might not be well
paid but it was much better than remaining in the countryside. Young
people, and especially young women, moved in huge numbers to the
urban areas (Gilbert, 1994).

The newcomers were accommodated in large part by their own
efforts, a majority eventually constructing self-help housing. But this
kind of shelter solution was possible only because of new technology.
The arrival of the bus allowed people to settle in areas distant from
the central city; the improvement of electricity and water systems
gave the authorities the power to service the sprawling shanty areas.
Without the new technology, urban development would have been
much less successful.

As a result of these processes, most Latin American cities grew
very quickly after 1940 and some grew at quite spectacular rates.
During the 1940s, for example, Caracas grew by 7.6 per cent annu-
ally, Cali by 8 per cent, and São Paulo by 7.4 per cent; during the
1950s, Guadalajara was growing by 6.7 per cent per annum. Although
the populations of Latin America’s cities all grew very rapidly at one
stage in their development, that is no longer the case in the majority
of cities. Table 8.2 shows that the region’s major cities were growing
much more slowly during the 1970s than they had been during the
1960s, and by the 1980s the pace of growth was sometimes lower than

Table 8.2 Major Latin American cities: Annual population growth rates, 1950–1990

(%)

City 1950–60 1960–70 1970–80 1980–90

Bogotá 7.2 5.9 3.0 n.a.
Buenos Aires 2.9 2.0 1.6 1.1
Caracas 6.6 4.5 2.0 1.4
Lima 5.0 5.3 3.7 2.8
Mexico City 5.0 5.6 4.2 0.9
Rio de Janeiro 4.0 4.3 2.5 1.0
Santiago 4.0 3.2 2.6 1.7
São Paulo 5.3 6.7 4.4 2.0

Source: Villa and Rodrı́guez (1996).
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national rates of population increase. During the 1980s, only Lima
grew by more than 2 per cent per annum and Buenos Aires, Rio de
Janeiro, and Mexico City were growing annually by only 1 per cent.

The slower pace of expansion has been brought about by a combi-
nation of factors. First, rapid declines in fertility rates have been very
important. In Brazil, the gross fertility rate fell from 6.2 in 1962 to 2.7
in 1980; in Colombia, from 6.8 in 1962 to 2.9 in 1990; and in Mexico
from 6.8 in 1962 to 2.6 in 1986. With fewer children being born in the
countryside, there were fewer potential migrants. Recently the num-
ber of people living in the countryside has begun to fall absolutely; in
many countries there is no longer a huge surplus of rural people
(Villa and Rodrı́guez, 1996). Fertility rates in the cities fell even
faster, lowering the rate of natural increase in the metropolitan areas.
Secondly, the pace of migration slowed during the 1980s because the
economic recession hit most of Latin America’s cities very hard.
Urban employment was badly affected by the combination of re-
cession and structural adjustment policies. By contrast, structural
adjustment policies sometimes stimulated agricultural production.
Slower urban growth was a clear outcome of the declining differential
between urban and rural living standards. During the 1980s, more
people moved out of some metropolitan centres than moved in (Villa
and Rodrı́guez, 1996). Finally, slower metropolitan growth was
encouraged by the process of spatial deconcentration. Faced by
urban diseconomies, many companies decided to expand production
beyond the boundaries of the metropolitan areas, albeit within the
wider metropolitan region. This process was very marked in the
vicinity of São Paulo, where ‘‘many branch and assembly plants are
locating in industrial towns within a 200-km radius of the city of São
Paulo such as São José dos Campos, Piraciciba, Americana, Limeira,
Rio Claro, and Campinas. . . . In other words, we are witnessing the
extension of the localization economies of existing industrial com-
plexes from a strictly ‘urban’ to a somewhat broader ‘regional’ scale’’
(Storper, 1991: 61–62). There are now clear signs of an emergent
polycentric urban form in many metropolitan regions in Latin
America (Richardson, 1989; Gilbert and Gugler, 1992; Gilbert, 1994).

The interesting question is whether the slowing pace of urban
growth is an outcome of globalization or whether it is more the out-
come of shifts in the structure of Latin American society, for example
owing to declining rates of fertility. This is one of the principal issues
discussed in the rest of the chapter.
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What are world cities and mega-cities?

According to UNDIESA (1986: iii), mega-cities are ‘‘cities that are
expected to have populations of at least 8 million inhabitants by the
year 2000.’’ Like so many thresholds used in the social sciences, this
figure seems to have been plucked from the air. There is no theoret-
ical basis for asserting that a city with 8 million people is qualitatively
different from one with rather fewer inhabitants (Gilbert, 1996: chap.
1). Perhaps for this reason different writers use widely differing defi-
nitions of a mega-city. Whereas Richardson (1993) and UNDIESA/
UNU (1991) use the 8 million benchmark, UNCHS (1987: 29), Ward
(1990: xvii), and the World Bank (1991: 16) use 10 million, while
Dogan and Kasarda (1988: 18) implicitly use 4 million.

Nor is it clear how the term ‘‘mega-city’’ differs from several sim-
ilar terms. The word is frequently used as a synonym of ‘‘super-city,’’
‘‘giant city,’’ ‘‘conurbation,’’ ‘‘megalopolis,’’ and ‘‘world city.’’ Un-
fortunately, there is little agreement about what any of those terms
mean either. Entry to the world of giant cities or metropolises is
granted by Dogan and Kasarda (1988: 18) at 4 million, and the rank
of super-city by Lowder at 5 million (1987: 5); the term ‘‘mega-
lopolis’’ is attributed by Mayhew and Penny (1992) to ‘‘any con-
tinuous built up area of more than ten million inhabitants.’’ That
there is no adequate definition of a mega-city was recognized by a
United Nations’ seminar, which concluded that ‘‘there is a need to
work out some sort of definition’’ (UNDIESA/UNU, 1991: iii).

Equally vague is the concept of the ‘‘world city.’’ At one level I
have no problem with Hall’s (1977: 1) statement that: ‘‘There are
certain great cities, in which a quite disproportionate part of the
world’s most important business is conducted.’’ Similarly, Gilb’s
(1989: 96) description is not unhelpful: ‘‘Global cities are multi-
faceted centers of world trade, finance, and industry. They need not
be the cities from which the power comes, but at least they are the
cities through which the power flows.’’ The problem comes when we
try to move from this broad recognition that some major cities have
real international significance to the point of distinguishing why they
are different from other lesser cities. We can all agree that size is
not terribly important; whereas several giant cities, Shanghai and
Calcutta, are clearly not world cities, certain relatively small cities,
such as Washington and Geneva, probably are (Hall, 1977: 3; Fried-
mann, 1986; Gilb, 1989; Simon, 1992: 185; Fuchs et al., 1994: 3).

So what transforms an ordinary city into a ‘‘world city’’? According
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to Gilb (1989: 97): ‘‘A city cannot achieve global status on the basis of
industry or size . . . it must also provide essential services to foreign
markets. . . . [T]o achieve global status it also has to be able to export
its know-how, which requires building communication networks.’’
Unfortunately, such a reasonable statement probably means that
Hollywood and the Vatican automatically win world city status
whereas Frankfurt and Milan do not. According to Dieleman and
Hamnett (1994: 358), ‘‘in addition to the management of a New
International Division of Labour in manufacturing, world cities are
the key hubs for the control and coordination of global finance and
producer and business services.’’ Fine, but how key is key? Does this
include Frankfurt and Paris or not?

According to these definitions Latin America probably contains
several mega-cities. In 1990, Latin America contained four cities with
more than 8 million people and another six with more than 3 million
(table 8.3; fig. 8.1). But do any of these cities warrant inclusion as
world cities? According to Gilb’s definition, the only cities that might

Table 8.3 Latin America’s giant cities, 1990

City Population (million)

São Pauloa 15.18
Mexico Citya 15.05
Buenos Airesa 10.89
Rio de Janeiroa 9.60
Limaa 6.42
Bogotá 4.85
Santiago (Chile)a 4.68
Belo Horizontea 3.42
Pôrto Alegrea 3.02
Guadalajaraa 3.01
Caracasa 2.97
Monterreya 2.59
Recife 2.49
Salvador 2.40
Brası́lia 2.36
Santo Domingo 2.20
Havana 2.10
Fortaleza 2.09
Curitiba 2.03

Sources: UNDIESA/UNU (1991: 187–194); Villa and Rodrı́guez (1996).
a. In the light of recent census figures, these figures are clearly overestimates and have been

modified.
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justify inclusion are Cali and Medellı́n, the centres of Latin America’s
only major transnational corporations, the drug cartels. These are the
only cities that have transferred their know-how to the developed
world and established sophisticated communication systems both

Fig. 8.1 Latin America’s giant cities, 1990
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within Latin America and in Europe and the United States. The more
obvious candidates for world city status in Latin America – Buenos
Aires, Rio de Janeiro, Mexico City, and São Paulo – really do not
perform that many international roles. If they do achieve world city
status, then it is because within Latin America they act as ‘‘hubs
for the control and coordination of global finance and producer and
business services.’’ Without them, transnational capital could not
operate within the region. However, these cities are most certainly
not performing world functions. São Paulo is producing cars and
television soaps for an international market, but most of its ‘‘manu-
factures’’ go to other parts of Latin America. Buenos Aires is critical
in integrating Argentina, Paraguay, and Uruguay into the global
economy, but it performs few international functions beyond this
limited region. Rio de Janeiro attracts millions of tourists but so do
the Iguaçu Falls.

London, Paris, and New York differ in so far as economic decisions
made there have a profound influence on what happens in the finan-
cial markets of Latin America. By contrast, decisions made in Buenos
Aires, São Paulo, and Mexico City have very limited effects on the
stock exchanges of London, Paris, and New York. As such, Latin
America’s mega-cities hardly rate as world cities.

Globalization and the new international division of labour

For reasons of convenience, I am going to label the changes that have
taken place in the world economy as ‘‘globalization.’’ It would be
sensible to begin with a definition of the process that I am examining,
although this is easier said than done. For, although recent writing in
the social sciences has been fascinated with what is claimed to be a
radical change in the way the world operates, it is less than clear on
what precisely has changed. Most writers are specific only about
those elements of the process that they are interested in. As such, the
globalization of one writer is different from that of another. Similarly,
the period over which globalization has been operating is anything
but clear. Of course, I am not alone in questioning the meaning of
globalization; Thrift (1994) has declared that the term has been
‘‘devalued’’ and Simon (1994: 3) that ‘‘it has little meaning.’’

In so far as there has been a fundamental process of global change,
I think Mittelman (1994: 427) defines its form as well as anyone:

The manifestations of globalization include the spatial reorganization of
production, the interpenetration of industries across borders, the spread of
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financial markets, the diffusion of identical consumer goods to distant
countries, massive transfers of population within the South as well as from
the South and the East to the West, resultant conflicts between immigrant
and established communities in formerly tight-knit neighbourhoods, and an
emerging worldwide preference for democracy.

Hamnett (1994: 402) links this change into the world city literature
when he points out that:

the last 40 years have seen the emergence of a new international division of
labour in which multi and transnational corporations have freed themselves
from national constraints and established a global network of production
and distribution. This has required greater control and coordination and
reliance on financial and associated producer services which are concen-
trated in a number of large global cities.

What effect does this process have on the lives of ordinary people
living beyond those global cities? What is certainly true is that the
fate of Latin American populations is greatly affected by decisions
made in the world cities. If globalization means anything, it is that life
in one part of the world is heavily influenced by events elsewhere.
The reduction in state autonomy (see below) is an important mani-
festation of this globalization. Free trade and global competition
mean that the state is less able to protect its citizens from outside
pressures.

Of course, if the level of integration and competition has increased
in recent years, the process is hardly new. In so far as there are
stronger global links, they have been superimposed on an already
internationalized economy (Walton, 1985; Gilbert, 1990; Mittelman,
1994). In some respects, Africa, Asia, and Latin America are not
much more global today than they were in the nineteenth century.
Africa and most parts of Asia surely had little local autonomy when
they were economic and political colonies of Europe. Decisions were
made in London and Paris in the nineteenth century that had a direct
impact on life in the periphery. Maybe the decisions took longer to
implement, modern communications and technology have guaran-
teed that, but to what extent does the impact of decision-making on
the periphery today differ from that of yesterday? We need to
explore more fully how the supposed ‘‘global economy’’ differs from
older international divisions of labour. Chase-Dunn (1985: 273) is
surely correct in pointing out that:

certain trends that have been increasing for 500 years have continued to
increase (the internationalization of capital, the increase in labor produc-
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tivity), while several cycles that have long been operating (the rise and fall
of hegemonic core powers, long waves of economic growth and stagnation)
have continued to operate, and certain stable structural features (the inter-
state system, the core–periphery hierarchy) have been reproduced.

In consequence: ‘‘The system of world cities . . . did not appear in the
1950s, with cities having been ‘national’ before that time. Rather
cities have long been both national and international.’’

Globalization and the Latin American city

If I have difficulty in defining clearly what I mean by ‘‘globalization,’’
then I am going to have severe problems in distinguishing the effects
of that process on Latin American cities. For this reason, I am going
to look at individual elements of the so-called globalization process
and explore their impact on Latin America. In so far as it is possible
to generalize, my argument is that global forces are operating but
their local manifestations are highly diverse. Globalization has not
created world cities in Latin America although it has profoundly
affected both the quality and the predictability of urban life in that
region.

Technology and new production systems

Kaplinsky (1994: 337) asserts that the literature demonstrates ‘‘an
increasingly widespread belief that the ground-rules of industrial
competitiveness have altered since the ‘golden age’ of the postwar
boom.’’ Industrial competitiveness has been increased by the lower-
ing of trade barriers, by improved transport and communications,
and by a new ethos of competition encouraged by neo-liberalism. In
practice, this new competitiveness has forced transnational corpo-
rations to modify their behaviour. According to Dicken (1994: 106),
that involves:

(1) reorganizing the coordination of production chain functions in a
complex realignment of internalized and externalized network relationships;
(2) reorganizing the geography of their production chains internationally
and, in some cases, globally; (3) redefining their core activities and
repositioning themselves along the production chain, with a particular
emphasis on downstream, service functions.

The most obvious form of industrial globalization in Latin America
has occurred along the US–Mexican border. The setting up of export-
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oriented maquila plants in Mexico has been a classic case of reloca-
tion of activity from the Rust Belt to the Sun Belt. Labour-intensive
activities have been moved from areas of expensive and inflexible
manufacture in the United States to the low-wage, non-unionized
environment of borderland Mexico. The number of workers in the
maquiladoras increased from 75,000 in 1976 to 550,000 in 1994
(INEGI, 1995). Elsewhere in Latin America industrial globalization
has been occurring for centuries. It started with the exploitation of
silver under the Spanish and accelerated with the massive expansion
of multinational investment during the import-substitution phase of
industrialization.

What has happened recently is that transnational enterprise has
modified its behaviour under the newly competitive conditions of the
world economy. Certainly, the structure of the corporation has seen
many changes both in developed economies and in Latin America.
Considerable numbers of corporate workers have been laid off. As
Roberts (1994: 13) puts it: ‘‘The large firm has . . . become leaner,
concentrating on essential and profitable functions through a core of
stable workers, while less profitable or more volatile functions are
subcontracted or performed by temporary workers. These trends
have created spatial contexts, particularly in the large cities, that
encourage the informal economy and family strategies.’’ From the
1970s on, Latin American cities have seen an expansion in the size of
the informal sector fuelled in part by this kind of process. More
workers have been engaged in part-time or casual work; more firms
have been subcontracting to small producers in the shanty towns.

Globalization, as manifest in the form of structural adjustment,
has led to considerable labour shedding. Falling aggregate demand
and the opening up of previously protected domestic markets have
created major problems for many companies producing for Latin
American markets. The 1980s saw huge numbers of industrial work-
ers being laid off in the region’s major cities (Hirata and Humphrey,
1991; Gilbert, 1993, 1994). Unemployment levels in Argentina’s
second major manufacturing centre reached 26 per cent in 1994.
Between 1985 and 1988, Mexico City lost around one-quarter of its
manufacturing jobs; the latest crisis will lead to many more jobs being
lost. Mexicans can no longer afford to buy local products, so many of
the producers of those goods will go out of business.

Even for those who have kept their jobs, the outcome of global-
ization has been less than favourable. As Browne (1994: 4) puts it:
‘‘In most cases the shift to new, globally-oriented plants enabled
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corporations to weaken labor unions, cut wage costs, and increase
managerial control over the organization of work. As globalization
progressed both workers and governments found themselves in more
direct international competition for a limited pool of capital and
technology.’’ In Mexico, the heavily unionized plants of central
Mexico have lost out to the new, generally non-unionized, plants of
the north. Most corporations have managed to reduce the rights of
their existing workers. Simultaneously, governments have been mod-
ifying their labour and social security legislation, increasing the
power of the companies over that of their unions (Arriagada, 1994).
Although there have been strikes and protests about this shift, the
union movement has been strangely muted in its reaction (Rox-
borough, 1989).

In addition to this deliberate strategy of reducing the power of
organized labour, many industrial workers have experienced savage
cuts in the value of their wages. In those countries that suffered from
hyperinflation in the 1980s, real wages often plummeted. In Lima, the
average real wage of manual workers fell by 61 per cent between
1980 and 1991 (UNECLAC, 1992). Whether this is a direct result of
industrial globalization is open to question. None the less, it is part of
the reality of labour conditions in Latin American cities after struc-
tural adjustment and the debt crisis.

Investment flows

Globalization has been associated with a major increase in foreign
direct investment (FDI). Indeed, Dicken (1994: 109) asserts that FDI
‘‘has become a more significant integrating force in the global econ-
omy than the traditional indicator of such integration, trade.’’ Grow-
ing foreign investment has generated new manufacturing facilities in
formerly far-flung parts of the globe. In Latin America, the expansion
of maquila plants on the Mexican–US border is the classic example.
But, increasingly, such investment has focused less on manufacturing
and more on services: ‘‘During the 1950s, FDI was concentrated in
primary and resource-based manufacturing but by 1990 services
accounted for close to 50% of all FDI and absorbed almost two-thirds
of annual flows’’ (Watts, 1994: 372). The most significant branch of
investment has been in producer services and, in Latin America, the
expansion of major international hotel, communications, transport,
accounting, and banking systems is very obvious. No major city in
Latin America lacks a Hilton or a Hyatt Hotel, none is without the
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subsidiaries of the major international banks, all contain offices of the
major accounting and consulting companies. Perhaps most significant
of all has been the expansion of financial services with the develop-
ment of electronic transfers and 24-hour trading.

The integration of Latin America into the world financial commu-
nity has been in evidence for many years. During the 1970s, the
recycling of eurodollars led to vast sums of money pouring into the
region. The problem is that this huge inflow of funds was invested
poorly, sometimes even corruptly, and led directly to the debt crisis
of the 1980s. What poured in during the 1970s flooded out in the
1980s; between 1982 and 1989 Latin America lost the equivalent of
4 per cent of its gross regional product (Altimir, 1994: 8). Without
financial globalization, the debt crisis could not have occurred.
Although Latin American decision makers bear their own share of
the responsibility for that nightmare, it could not have occurred
without the OPEC oil price rises, the development of the eurodollar
currency market, and the manifest incompetence of the international
banking community (George, 1988).

Latin America is supposed to have changed as a result of the debt
crisis. Structural adjustment during the 1980s transformed its econ-
omy. Market forces were re-established and the amount of govern-
ment meddling reduced. The aim of the International Monetary Fund
(IMF) was to make the region a safer place in which to invest. Cer-
tainly, the 1990s saw an important expansion in foreign investment,
both in productive enterprise and in portfolio investment. A series of
stock exchange booms in Argentina, Brazil, Chile, and Mexico were
evidence of the money pouring into the region as the spectre of a
debt-laden Latin America was replaced by a much more business-
friendly and open economy.

The downside of this process was demonstrated by events in Mexico
in December 1994. From a paragon of neo-liberal economic virtue,
Mexico changed into a basket case. A combination of guerrilla activ-
ity in Chiapas, an increasing balance of payments deficit, a new pres-
ident with a less-than-deft political touch, and a bungled devaluation
led to portfolio funds suddenly flooding out of Mexico. Almost over-
night Mexico lost some US$4 billion trying to maintain the value of
the peso. The Mexico City stock market dropped in dollar terms by
50 per cent; investors may have lost US$20 billion (Sunday Times,
5 January 1995). Mexico’s banks are now in a precarious state. Hav-
ing gone through a long, painful stabilization programme after the
debt crisis of 1982, the Mexican economy is going through another
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sustained period of belt-tightening. As before, it is the poor and the
middle class who will bear the brunt of the adjustment. It was esti-
mated that, during the first three months of 1995, car sales plum-
meted by 74 per cent and residential construction by 80 per cent
(Mexico Update, II, 25). The Finance Ministry estimates that 436,000
jobs were lost during the same period (Mexico Update, II, 30).

The damaging impact of this loss of confidence has not been con-
fined to Mexico. The so-called ‘‘tequila effect’’ hit stock markets and
foreign exchange markets throughout the region. In the three weeks
after the Mexico peso crisis of 20 December 1994, the São Paulo
stock market fell by 34 per cent and that of Buenos Aires by 29 per
cent (The Economist, 7 January 1995). No doubt Latin America’s
integration into the global financial system is excellent when foreign
traders have confidence in the local economies. But what the recent
Mexican crisis shows is that economic and social volatility is part of
the new form of globalization. When Mexico got into trouble, Wall
Street, London, and Tokyo immediately removed huge sums of
portfolio investment from that country. That, at least, was under-
standable. But, the same investors immediately began to question the
safety of their investments in the rest of Latin America. The ‘‘tequila
effect’’ caused major problems in Argentina, Brazil, and even Chile.

The worry is that the new global financial community, with its reli-
ance on the latest communications technology, reacts instantly to any
local change in political or economic expectations. The extent of
fluctuations in international exchange rates during 1995, which bore
little relationship to real economic changes, suggests that the financial
world is living constantly on a knife-edge. Mere hints of a change in
interest or exchange rates send billions of dollars cascading around
the financial circuits.

Not only the changing financial system but the whole process of
international competitiveness seems to encourage volatility. As
Quandt (1994: 3) puts it: ‘‘Despite the high level of concentration in
the leading global industries, competition appears to be increasing as
the international structure of production changes. Accordingly, com-
parative advantages tend to be a fleeting phenomenon.’’ One day,
Brazil may be producing most of Latin America’s cars, the next day it
may have lost its comparative advantage and be struggling to sustain
its competitive edge because of a shift in the external value of the
real. Internally, a crisis such as Mexico’s will plunge domestic pro-
duction into turmoil.

The internationalization of capital markets brings with it economic
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instability. It also restricts what governments can do in terms of local
economic management. Macroeconomic planners can now take only
limited action to remedy local problems such as high levels of un-
employment. If they take what are perceived by the international
moneybrokers to be inappropriate measures, that will precipitate an
outflow of funds. This is hardly a new phenomenon (recall the trials
and tribulations of the Wilson government with respect to devalua-
tion in the United Kingdom in the 1960s – Pimlott, 1992), but the
sensitivity of international capital markets has greatly increased with
the development of modern communications and 24-hour trading
systems.

Neo-liberalism and macroeconomic management

The debt crisis in Latin America ushered a new development model
into Latin America. Import-substituting industrialization gave way to
export-oriented industrialization. Neo-liberal economic thought and
the lessons of the debt crisis have convinced one Latin American
state after another that it should follow similar kinds of policy. In
crude terms, practically every Latin American state has taken on the
underlying logic of external orientation. This has required major
transformations to the domestic economy. It has required the dis-
mantling of trade tariffs and quotas, opening up the national economy
to foreign investment, establishing a realistic exchange rate, reducing
public expenditure and the role of the state, restructuring labour
regulations and financial markets, and modernizing the country’s
infrastructure. Adoption of the ‘‘new economic model’’ has meant
that macroeconomic policy has become increasingly similar through-
out Latin America. Although different governments have embraced
the new conventional wisdom with differing levels of enthusiasm,
most have taken on the substance of the ‘‘new economic model.’’ The
new policy was embraced first in Chile, and later taken up in Argen-
tina, Mexico, Bolivia, and Peru. Today, there are few countries that
have not experienced some measure of structural adjustment and
economic ‘‘reconversion’’ of the economy.

Table 8.4 shows that, by the early 1980s, this new development
model had already had a profound influence on both the level of
export orientation in most of the larger Latin American countries and
the degree to which manufactures were developing. The irony is that,
after the reforms of the 1980s and the virtual institutionalization of
the export-based model, exports have fallen in most countries. Of this
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reduced export total, of course, much more is contributed by manu-
factures, although the table exaggerates the extent of change in so far
as the terms of trade have shifted against primary exports and in
favour of manufactures. Nevertheless, Latin America, like most parts
of the so-called third world, has shifted from an almost total depen-
dence on primary products to a position where it has become a signif-
icant exporter of manufactures.

Neo-liberalism and structural adjustment have also brought other
changes. In an attempt to reduce the dangers of inflation, a major
attack has been made on the government budget deficit. This has led
to the privatization or closure of substantial parts of the state appa-
ratus. In Mexico and Chile, the state has sold most of its productive
activities (PEMEX being a major exception), and manufacturing,
hotels, banks, and transport companies have all been privatized. In
Bolivia, the huge COMIBOL mining enterprise has been savagely
cut, the labour force falling from 28,000 in 1985 to 5,000 in 1992. The
changes have been slower in Brazil, Colombia, and Venezuela, but
even there the rhetoric of privatization and reduced governmental
action is deafening.

The recent changes have undoubtedly changed the development
model in Latin America, although whether or not the level of inter-
national influence on local governments is greater than before is
debatable. In the 1960s, the conventional wisdom was import sub-
stitution, national planning, land reform, and birth control. Every
country set up similar kinds of institution to manage the reform pro-
cess, much of the intellectual initiative coming from Washington.
Today, Washington is still helping to influence policy but the message

Table 8.4 Latin America: Export performance of selected countries, 1965–1992

Exports as % of GDP
Manufactured exports as %
of total merchandise exports

Country 1965 1983 1992 1965 1983 1992

Argentina 8 13 5 6 24 28
Brazil 8 8 10 8 39 58
Chile 14 24 23 4 8 15
Colombia 11 10 14 7 25 31
Mexico 9 20 8 16 12 50
Peru 16 21 16 1 14 21
Venezuela 31 26 23 2 3 10

Sources: World Bank (1985, 1994).
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is very different: the old interventionist model does not work, and a
new market-based model must replace it. The fact that the new
conventional wisdom was concocted in the same place as the old is
worrying. At least, ‘‘the irony of the international agencies advocat-
ing the dismantling of the publicly-owned institutions that they them-
selves created in the 1960s, has not gone unnoticed’’ (Cook and
Kirkpatrick, 1988: 30).

Selling the city

According to Browne (1994: 1), ‘‘the economic systems of advanced
and developing countries alike are being restructured to meet the
needs of global traders and investors.’’ Globalization has brought
greater competition between cities and regions. As Peck and Tickell
(1994: 319) put it:

In this harsh environment localities have, to borrow a phrase from Marx,
become ‘hostile brothers,’ flinging themselves into the competitive process
of attracting jobs and investment by bargaining away living standards and
regulatory practices. . . . In a situation of continuing global crisis and dereg-
ulation, in which there is not enough investment to go around, localities are
resorting to beggar-thy-neighbour strategies.

The most negative side to international salesmanship of this kind is
the way in which foreign companies are being attracted to the region.
The authorities are guaranteeing to ask no questions if companies
pollute the environment. Alternatively, the local authority will clear
up the mess. Transnational corporations are not expected to house
their labour force, and infrastructure will be provided by the state.
Again, the example par excellence comes from the US–Mexican
border, where the development of maquila plants has produced
serious environmental problems. According to Browne (1994: 37),
‘‘maquila-based development has accentuated the planning and infra-
structural problems faced by Mexican cities.’’

Latin America has also sought to compete in another way. Like
urban areas across the globe, each Latin American city has been
restructuring itself in an attempt ‘‘to make it more comfortable and
appealing to foreigners, particularly those with high-level business or
diplomatic credentials’’ (Cybriwsky, 1991: 113). In Latin America,
this process has been under way for years both to attract tourists and
to encourage visiting businessmen to invest in the region. But it has
also occurred because Latin Americans like to live at international
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standards. Buenos Aires is known as the Paris of Latin America
because Argentines moulded their capital to look like Paris. Simi-
larly, the country clubs and yacht clubs, so imitative of the United
States, that have been built in all of the region’s larger cities are not
there primarily to attract foreigners; they are there because rich Latin
Americans like to relax in sumptuous surroundings.

Consumption

Felix (1983: 7) argues that: ‘‘The ‘international demonstration effect’
is not a recent creation of Hollywood and Madison Avenue, but has
been a behavioural trait of the Latin American affluent classes since
the Conquest that . . . has probably been unmatched in intensity by
the behaviour of the affluent of other LDC regions.’’ Latin America
has aped the consumption habits of Europe and the United States for
years. Import-substituting industrialization intensified this tendency
as international companies started to produce and market goods
locally. Recent forms of globalization have accentuated this tendency
by reducing barriers to imports. Prices of imported goods have fallen
and made the latest products available to Latin American consumers.
The growing numbers of BMWs on the streets of Bogotá and other
Colombian cities are testimony to this trend. The effect has been to
worsen the balance of payments as more and more Latin Americans
demand foreign-produced goods, a tendency that was extremely
marked in the build-up to the latest Mexican peso crisis.

Of course, the degree to which consumption has followed interna-
tional patterns varies considerably from place to place. Tijuana is
much more international than La Paz, both because it is on Cali-
fornia’s doorstep and because it is much more affluent. Of course,
the literature has often exaggerated the extent of globalization in this
respect. As Simon (1994: 2) puts it: ‘‘globalised consumerism and
industrial production for global markets often occur to very different
extents in particular regions. Africa is a case in point: its increasing
marginalisation within the world economy reflects the paucity of
inward foreign direct investment and exports of secondary or tertiary
output.’’

In Latin America, the desire of most households to become global
consumers has been whet by the ubiquitous television set and by the
advertising campaigns of international companies. Tastes have been
affected further by the opening up of new branches of international
consumer culture – McDonald’s has just opened branches in Bogotá.
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However, the wish to buy foreign ‘‘sophisticated’’ products and ser-
vices is not the same as the ability to do so. With the value of local
currencies often falling spectacularly against the dollar and with real
incomes falling in many countries, the effective demand for inter-
nationalized forms of consumption has declined recently among the
masses.

Inequality and social polarization

The recession of the 1980s made Latin America’s cities both poorer
and more unequal (Altimir, 1994). The gap between the top 10 per
cent of the population and the rest increased during the 1980s. Those
who could put their money in dollars did very well from the reces-
sion; they were protected from the effects of inflation. Inflation hit the
poor particularly hard and both the minimum wage and real incomes
fell in most cities – in some, such as Lima, spectacularly so. Highly
unequal cities became even less fair. They also became much poorer.
By 1990, 35 per cent of the population of traditionally affluent
Buenos Aires was living in poverty (Ainstein, 1996). In Lima, the
proportion of households living below the poverty line rose from 17
per cent in 1981 to 44 per cent in 1985/86; after a single year of
structural adjustment, the proportion had risen to 49 per cent in 1991
(Riofrı́o, 1996). In Brazil’s major cities both absolute and relative
poverty got worse during the 1980s. Rio de Janeiro was particularly
badly affected and absolute poverty increased dramatically; by 1991,
some 3.5 million people were living below the poverty line (Tolosa,
1996).

With economic recovery, the number of people living in poverty
has fallen in most countries (Altimir, 1994). Evidence from Argentina
suggests that control of hyperinflation during the late 1980s sub-
stantially cut the number of people living in poverty. The ‘‘indigent’’
population, which made up a startling 12.7 per cent of the total urban
population in October 1989, had fallen to 2.4 per cent by May 1992.
Unfortunately, even if the new economic model is cutting poverty
levels (when it is successful), it is probably accentuating inequality.
Indeed, some would argue that this is inherent in the new global
model. As Mittelman (1994: 440–441) puts it: ‘‘life is marked by a
deepening divide between rich and poor. The mosaic of globalization
reflects a transformation of poverty in which three continents were
most adversely affected by globalization to the marginalization pri-
marily of a single world region and of enclaves in other regions.’’
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The process is probably causing polarization even within successful
urban regions. This, of course, is Sassen’s (1991) contention about
London, New York, and Tokyo, an idea shared by Friedmann and
Wolff (1982: 320) when they argue that ‘‘the primary social fact about
world city formation is the polarization of its social class divisions.’’
In practice, it is uncertain whether polarization is an inevitable out-
come of world city status in the developed world, even if it were
wholly clear what Sassen meant by it (Hamnett, 1994). But, in Latin
American cities, there seems to be little doubt: the new economic
model is accentuating existing levels of inequality.

The effects of such growing inequality are aggravated by the struc-
tures of large Latin American cities. The rich are more likely to get
jobs, the poor less likely to; service provision for the rich is excellent,
that for the poor problematic. Critically, the rich are able both to
benefit from the advantages of large cities and to escape from most of
the diseconomies. There may be excellent hospitals, clubs, restau-
rants, and universities in large cities, but most are open only to those
with money. The poor might as well be living in a different city as far
as these kinds of facility are concerned. Similarly, the availability of
better-quality jobs in the largest cities benefits the poor only so far as
these jobs create more work in lower-paid activities. The poor, lack-
ing university education and social skills, cannot expect to gain access
to highly paid forms of employment.

If the poor gain few of the advantages offered by the mega-cities,
they reap most of the disadvantages. In so far as levels of car owner-
ship are much higher in large cities, traffic congestion is worse. Of
course, the rich are also delayed by heavy traffic but, whereas the
poor are held up in crowded buses, the affluent can listen to their car
stereos. Similarly, pollution is likely to hit the poor much harder than
the rich. Indeed, those with enough money can buy accommodation
in the least polluted areas. I know of Latin American cities where
pollution reaches high-income areas, but I know of no Latin Ameri-
can city where the rich do not live in the least affected areas. At
weekends, the rich can also escape more easily from the noise and
pollution.

Arguably, too, the privatization of services and the increasing
practice of cost recovery may reduce the chances of poor neighbour-
hoods obtaining infrastructure. In Santiago, there have been strong
signs that the privatized water and electricity agencies have been
disconnecting households that are unable to pay their bills. Where
privatization works well, it may improve service capacity, but where it
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works badly it will slow service delivery and hit the poor very hard.
As such, it will accentuate levels of social polarization.

Politics and state autonomy

Browne (1994: 2) argues that ‘‘economic integration involves a
reduction in the importance of national boundaries in the decisions of
consumers, workers, and investors. This does not mean that national
characteristics such as labor markets, infrastructure, and climate
matter less. On the contrary, such characteristics become more im-
portant with integration because more people and corporations are
freer to cross borders to take advantage of them.’’ Latin American
governments have been forced to make their economies more com-
petitive and have sought to woo foreign investors. They have been
required to reduce the barriers to foreign trade and investment and
to remove many of the measures, instituted during the 1950s and
1960s, intended to protect their societies from exploitation by trans-
national companies. Mittelman (1994: 431) paraphrases the change
that has occurred as follows: ‘‘In a globalized division of labour, the
state no longer serves primarily as a buffer or shield against the world
economy. Rather, . . . the state increasingly facilitates globalization,
acting as an agent in the process.’’ As a result, a form of neo-liberalism
has been adopted throughout Latin America.

Just as the state removed many of the controls that it had pains-
takingly instituted during the phase of import substitution, it also
began to reform itself. Reform of the state was hastened by the great
shift towards democratic government that occurred in Latin America
during the 1980s. In the late 1970s, virtually the whole of Latin
America was controlled by military regimes. Only Costa Rica, Ven-
ezuela, and, much less clearly, Colombia and Mexico had democrati-
cally elected leaders. One of the ironies of Latin America is that the
debt crisis was created by military governments and left to civilian
leaders to clear up.

Today, virtually every government is democratically elected and
many of these administrations have been embracing the ethos of
decentralization and participation. They have tried to reduce cen-
tralized control and to give greater voice to the majority of the people.
Of course, because this has occurred during a time of structural
adjustment it has often been associated with deteriorating living
conditions. As Mittelman (1994: 433) puts it: ‘‘Whereas in theory,
democracy means accountability to the governed, in practice leaders
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are accountable to market forces, most notably debt structures and
structural adjustment programmes.’’

One example of the difficulties that the combination of decentral-
ization and neo-liberalism produces in practice lies in the field of
infrastructure and services. Increasingly, more authority is being
given to municipal and provincial governments to run services such as
water and electricity. The problem is that local people have been
given responsibility without the means to take advantage of their new
powers. Public budgets have been slashed. One of the clear advan-
tages of decentralization for central governments is that democrati-
cally elected local leaders now take the blame for the non-provision
of services (Gilbert, 1992).

According to some observers, the new economic model has raised
the level of social protest in Latin America. It is often argued that a
wave of ‘‘austerity riots’’ swept through the region as governments
instituted structural adjustment packages (Walton, 1989). As social
polarization increased and poverty suddenly became widespread, the
local population is supposed to have spilled out into the streets to
protest. According to Mittelman (1994: 434):

The globalization of civil society precipitates resistance from disadvantaged
strata in a changing division of labour. The losers in global restructuring
seek to redefine their role in the emerging order. In the face of the declining
power of organized labour and revolutionary groups, the powerless must
devise alternative strategies of social struggle. They aim to augment popular
participation and assert local control over the seemingly remote forces of
globalization. New social movements – women’s groups, environmentalists,
human rights organizations, etc. – are themselves a global phenomenon, a
worldwide response to the deleterious effects of economic globalization. . . .
In sum, not only production and the state, but also civil society itself is being
globalized.

Interesting though it is, I believe this hypothesis to be hopelessly
overgeneralized. I do not believe that there has been any generalized
rise in social protest or social movements in Latin America due to
globalization (Gilbert, 1994). Indeed, for me one of the strangest
features of political life in Latin American cities during the 1980s was
how placidly most Latin Americans accepted structural adjustment.
There were extreme forms of protest in Caracas in 1989 and riots in
some Brazilian, Mexican, and Peruvian cities earlier in the decade,
but, in general, the poor did not protest a great deal. Indeed, the
election successes of presidents Cardoso (Brazil), Fujimori (Peru),
and Menem (Argentina) suggest that the poor are prepared to
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reward the instigators of tough macroeconomic policies for removing
the ‘‘poverty tax’’ of inflation.

The global reach of the media no doubt produces some kind of
international demonstration effect: if they can riot in Caracas why not
here in Mexico? But, on the whole, there is little sign of growing
social activism or protest in Latin America’s cities. Indeed, the whole
process of weakening trade unions, reducing labour rights, and
casualizing labour has met with surprisingly little protest (Rox-
borough, 1989). In the poorest neighbourhoods, the poor have been
too busy working longer hours to make up the family budget to pro-
test (Gilbert, 1994). Rather than being destroyed by austerity, clien-
telism seems to be making a come-back (Gay, 1990). Globalization
may have created objective conditions under which protest should
have appeared, but, so far at least, there are relatively few signs of its
having done so.

The future prospects for Latin America’s cities

World roles

Latin America’s largest cities prospered during the era of import-
substituting industrialization. They gained over the region’s second-
ary cities because they attracted most of the new manufacturing
plants. Large capital cities also benefited from the huge expansion
in the government bureaucracy, part and parcel of the import-
substitution developmental model.

During the 1980s, the pace of growth of the major cities throughout
the region slowed because of changes in the wider economic and social
environment. As the basis for development changed during the 1980s,
many of the advantages of the major cities were removed. The manu-
facturing plants that were so favoured by the import-substituting
industrialization model suffered badly during the 1980s. Structural
adjustment and the new export-oriented model of development deci-
mated much of Latin America’s domestic industry. Recession and the
removal of urban subsidies hit producers and consumers hard. Trade
liberalization allowed foreign manufacturers to compete in Latin
America’s previously protected markets. The result has sometimes
been terrible for the major cities.

The future of each of the giant cities depends in part on the pros-
pects for the respective national economies; it is difficult for a major
city to prosper in a declining national economy. In fact, recent
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national records of economic growth show considerable differences.
As table 8.5 reveals, some Latin American economies have been
expanding, while others have been standing still. In per capita terms,
Brazil and Peru are still in decline. It will be difficult for Lima to
prosper if the Peruvian economy continues to suffer.

But the large cities also need to adapt so that they can maintain or
improve upon their share of national production, can compete suc-
cessfully with foreign imports, and can increase their output of manu-
factured exports. Some major cities in Latin America look well
placed to do this. There is little doubt that the São Paulo metro-
politan region will thrive because it contains Brazil’s most efficient
industries and most of its research and information technology
capacity. Similarly, Bogotá seems to be thriving on trade liberaliza-
tion, whereas Colombia’s traditional industrial centre, Medellı́n, is
doing less well. But the futures of Caracas, Lima, and Rio seem much
less assured. Rio may be able to take on some of the dimensions of a
‘‘world city,’’ particularly in terms of media, communications, and
tourist functions, but it is rather unlikely that Lima ever will (Tolosa,
1996; Riofrı́o, 1996).

The shape and size of the city

I have already shown that metropolitan growth has slowed markedly
in recent years. Whether this slowing in metropolitan growth will
continue in the future is less certain. Continuing declines in fertility
rates will help, but other features of the 1980s may well change. The
resumption of economic growth could well stimulate the economies
of some of the larger cities, which might reactivate cityward migra-

Table 8.5 Economic growth in selected Latin American countries, 1980–1993

Annual growth in GDP (%)

Country 1980–84 1985–89 1990–93

Argentina �3:0 �2:3 5.9
Brazil �0:5 2.5 0.0
Chile �0:1 4.8 6.0
Colombia �1:5 3.0 3.5
Mexico �0:6 �1:2 2.9
Peru �2:4 �2:5 0.1
Venezuela �3:5 �0:9 5.7

Sources: UNECLAC (1992, 1993).
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tion. In-migration might also be stimulated by some kind of rural
crisis. Should trade liberalization and the removal of guaranteed agri-
cultural prices lead to rural crisis, there could be a massive exodus of
people from the countryside. In Mexico, some observers worry that
entry into the North American Free Trade Area will undermine the
viability of maize production; some 3 million peasant producers could
become potential migrants. Rural violence may also lead to greater
flows of cityward migrants. In Colombia, the urban growth rate has
slowed much less than in other parts of Latin America, partly because
of drug-related and political violence in the countryside. Something
similar occurred in Peru during the period of Shining Path violence,
when large numbers of families were forced to flee to Lima.

Coping with urban problems

Whether Latin America’s cities grow slowly or rapidly, urban living
conditions will ultimately depend upon how those cities are managed.
Clearly, economic growth is an important element here; without
economic growth, decently paid work will be scarce and there will be
fewer resources for governments to provide services. Even if there is
growth, governments have to manage the major cities better than
they have in the past. Whether that will happen is anything but clear.

In so far as good governance clearly requires both political stability
and democratic participation, Latin America’s potential has improved
greatly in recent years. First, few countries in the region are suffering
from political instability and, for good or ill, there is little possibility
of a social revolution in most parts of the region. Secondly, it is a long
time since democratic government was quite so well established in
the region. Thirdly, there are incipient signs of greater participation
in government decision-making. More power is being given to local
government and more ordinary people are being consulted about
their needs and desires.

There are also some signs that some Latin American governments
are managing to rectify some of the problems that have faced their
metropolitan areas for decades. Mexico City, for example, has begun
to control its air pollution and to curb traffic congestion. Despite the
recession, the authorities managed to increase coverage of water
and electricity during the 1980s (Davis, 1994). Unfortunately, these
examples of improved urban government are still exceptions. Com-
petent administration is anything but obvious in most cities of Latin
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America. It is certainly lacking in Buenos Aires, where industrial and
domestic waste is pouring into the River Plate (Ainstein, 1996). It is
less than evident in São Paulo, where increasing levels of crime in the
streets and a generalized lack of confidence in the justice and police
systems led Kowarick (1991) to designate Brazil’s largest city the
‘‘metropolis of industrial underdevelopment.’’ It is far from obvious
in Lima as the state of public services deteriorates in the nation’s
capital (Riofrı́o, 1991).

Another respect in which we cannot be wholly optimistic concerns
the distribution of income and social segregation. During the reces-
sion, Latin American cities became hugely more unequal, particularly
when hyperinflation was rampant. In the near future, a resumption of
economic growth would improve living conditions for both the poor
and the middle class. However, the overall result of liberalization and
the rolling back of the ‘‘welfare’’ state is likely to be an accentuation
of existing inequalities. Unless current efforts to target social expen-
diture are successful, conditions for the very poor may well deterio-
rate during an era of reduced social spending. Even with faster rates
of economic growth, job creation will occur in an increasingly casu-
alized labour market. Fewer jobs are likely to offer either security or
decent incomes. In this sense, the future of Latin America’s giant
cities in a globalizing world is highly problematic.

Finally, there is the issue of economic stability. The early 1990s
suggested that Latin America was emerging from the lost decade with
good prospects for future growth, and there are still good reasons to
believe that. However, the spectre of what happened in Mexico now
hangs over Latin America. If a paragon of neo-liberal orthodoxy can
be turned so quickly into a basket case, where else might disaster
strike? Perhaps this is the greatest fear in this seemingly global era. A
botched devaluation, a peasant uprising, or the election of a left-wing
leader may suddenly hit international confidence. The achievements
derived from years of hardship and economic reform could be swept
away in a few days. And, when international confidence is damaged,
one can be sure that it will be the poor and the middle class who will
pay most of the price. In this age, when making money is once again a
noble ambition, equity ranks low among the aims of most Latin
American governments. Whatever the future holds for Latin Amer-
ica, therefore, it is likely to be less stable and less equitable than in
the past. Given Latin America’s past record, that hardly constitutes
grounds for real optimism.
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Note

1. The average birth rate fell from 42 per 1,000 in the early 1960s to 33 in the early 1980s.
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9

Rio de Janeiro as a world city

Hamilton C. Tolosa

Introduction

In a seminal book written more than 30 years ago, Richard Meier
foresaw much of the present-day discussion on world cities. His basic
argument states that an intensification of communications, know-
ledge, and controls tends to be highly correlated with urban growth
(Meier, 1962: 43). Meier’s views on the growth of cities in the third
world are especially interesting. He observed that ‘‘the more opti-
mistic projections indicate that urban regions will continue to grow
well into the twenty-first century. A tapering off of the exponential
growth must occur then, if only because of an insufficiency of space
and essential resources, but the numbers to be added to the cities still
reach astronomical levels’’ (Meier, 1962: 154).
As a matter of fact, contemporary metropolitan growth in middle-

income countries can be seen as a process of adaptation to changes
arising from massive urbanization and from insertion in a global net-
work of cities. In other words, each metropolitan area is compelled to
adapt its internal structure in response to demographic, economic,
and technological changes.
Latin American countries tend to show higher urban primacy than

other economies at similar development levels.1 However, countries
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differ in the way spatial inequalities are perceived and lead to politi-
cal action. The Latin American historical experience also evinces that
the pioneer efforts to fight socio-economic inequalities have always
carried some sort of spatial content. Especially in territorially large
countries, local and regional equity policies precede personal income
redistribution efforts at the national level. Moreover, this reveals the
capacity of regional leadership and local élites to be politically orga-
nized in the sense of pushing the central government into some sort of
spatial redistribution action. Other societal groups, such as the poor,
do not seem to share the same drive towards political mobilization.
With those questions in mind, this chapter looks at the Rio de

Janeiro Metropolitan Area (RJMA) as a node in the system of world
cities. A significant cultural and services centre among Brazilian
cities, the RJMA ranks second in demographic and economic size
only to the São Paulo Metropolitan Area (SPMA). Because the two
economies are closely intertwined, this chapter naturally emphasizes
comparisons between the two cities and their joint domination over
the Brazilian spatial distribution of economic activities. I first briefly
examine demographic similarities and differences among major Latin
American world cities, namely, São Paulo, Mexico City, Buenos
Aires, and Rio de Janeiro. I then review some of Rio’s major insti-
tutional and historical features, paying special attention to its func-
tional role in the Brazilian urban system. The following section looks
into some typical world city industries and services, and their contri-
bution to globalization, internal restructuring, and adaptation of the
RJMA economy to externally induced changes. Finally, I discuss
alternative urban growth scenarios as well as the part played by the
RJMA in Brazilian economic recovery over the next decade.

World cities in Latin America

Besides sharing certain similarities such as fast urbanization, high
primacy, and persistent spatial inequalities, Latin American countries
also show some meaningful differences as far as the urbanization
process is concerned. Table 9.1 compares urbanization indicators in
the three largest Latin American countries. On that account, Argen-
tina shows urbanization ratios and a city size distribution similar to
those found in industrialized European countries. Brazil is at an
intermediate position and Mexico still retains some typically rural
features. It is also worth noting that, in the past two decades, Brazil
and Mexico have displayed some of the highest urbanization growth
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rates among all developing countries, causing further spatial imbal-
ances and poverty concentration in large cities.
According to Friedmann (1986: 71), ‘‘all but two primary world

cities are located in core countries. The two exceptions are São Paulo,
which articulates the Brazilian economy, and the city-state of Singa-
pore, which performs the same role for a multi-country region in
South-East Asia.’’ Thus, primary cities are first-rank nodes in a global
urban hierarchy and Rio de Janeiro is regarded as a secondary world
city of the same rank as Buenos Aires, Caracas, and Mexico City in
Latin America, Johannesburg in Africa, and Hong Kong, Taipei,
Manila, Bangkok, and Seoul in Asian semi-peripheral countries.2
Friedmann’s ranking criteria combine such functional variables as

major financial centre, headquarters or high-ranking decision centre
for multinational, transnational, and large national corporations,
rapid growth of modern business services, important manufacturing
pole, major transportation and communications nodes, and popula-
tion size. I use most of these variables in order to study the Rio
de Janeiro articulation with other nodes of a global system of world
cities (see below).
Table 9.2 compares the demographic performance of some Latin

American world cities over recent decades. Three facts deserve
special attention. First, differences in population size among Latin
American metropolises are quite significant. Both São Paulo and
Mexico City are nearly 1.5 times larger than Rio de Janeiro or
Buenos Aires. Secondly, demographic growth rates fell consistently
between 1970 and 1990. Growth rates were cut by half in São Paulo,

Table 9.1 Urbanization ratios in territorially large upper-middle-income Latin

American countries, 1970–1990 (%)

Urbanization ratioa

Overall ratio
In localities
V 20; 000 inh.

In localities
V 100; 000 inh.

Country 1970 1980 1990 1970 1980 1970 1980

Argentina 78.3 82.7 86.2 66.4 70.6 55.7 57.9
Brazil 55.8 67.5 76.9 40.8 52.2 32.3 42.0
Mexico 59.0 66.4 72.6 45.5 51.4 37.4 43.4

Source: Economic Commission for Latin America and the Caribbean, Statistical Yearbook for

Latin America, various years.
a. Urbanization ratio ¼ urban population/total population �100.
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by two-thirds in Rio, and by three-quarters in Mexico City, as a direct
result of economic recession and internal adjustments caused by the
Latin American debt crisis. Thirdly and most important, the figures
for city share in the total urban population clearly point to mean-
ingful differences in each world city’s dominance of its national city
system. Although fairly stable over the two decades, the Buenos
Aires share was almost double that of Mexico City.
The joint effect of Brazilian world cities definitely stands out as a

special case among middle-income developing countries. Taken sep-
arately, Rio and São Paulo are not much different from other Latin
American metropolises. Considered as a single and closely inter-
dependent economic unit, however, they have a completely different
impact upon the global system of cities. First of all, in 1990 their joint
population reached nearly 25 million, produced more than 50 per
cent of the national manufacturing value-added, and earned the
largest per capita income among Brazilian metropolitan areas – in
other words, a local market comparable in size to the largest world
cities in the developed world.
In spite of Rio’s and São Paulo’s demographic and economic sizes,

the primacy ratio, measured by their share in total urban population
(table 9.3), is still relatively small when compared with that in
Argentina, Mexico, and several other Latin American countries.
Physical distance can be a significant variable in explaining economic
interdependency among spatial units. According to the well-known
gravity model, for instance, the mutual attraction coefficient between
any pair of cities is inversely related to the square of the distance
between them. In sum, the nearer the spatial units are, the more

Table 9.3 The population of pairs of major metropolitan areas as a percentage of

total urban population, 1970–1990

Average annual
growth rates (%)

Pairs of major
metropolitan areas 1970 1980 1990 1970–80 1980–90

Greater Buenos Aires
and Cordoba

39.1 38.2 36.7 1.6 1.2

Mexico City and
Guadalajara

21.5 23.9 22.2 4.2 n.a.

RJMA and SPMA 15.3 17.6 16.6 3.6 1.8

Source: Economic Commission for Latin America and the Caribbean, Statistical Yearbook for

Latin America and Caribbean, 1994.
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interdependent their demand and productive structure will be. As
a matter of fact, Rio is only 219 miles from São Paulo, which is
the shortest distance between the city pairs examined in table 9.3,
namely, 284 miles between Mexico City and Guadalajara and 398
miles between Buenos Aires and Cordoba.

The role of Rio de Janeiro in the Brazilian system of cities

One could briefly describe demographic and urbanization trends in
Brazil as concentrated in time and important in magnitude.3 The
Brazilian population was 80 per cent rural in 1940 and became a
predominantly urban society in less than 40 years, no matter which
definition is used. According to official sources, the present urban-
ization rate is of the order of 77 per cent. This accelerated growth
process reached its peak in the late 1950s and early 1960s; since then,
the growth rate has decelerated, especially in the so-called ‘‘urban-
ized regions’’ and less so in the frontier and backward areas.
The rapid population redistribution also meant significant changes

in the Brazilian system of cities. In the 1960s and early 1970s, demo-
graphic growth concentrated in intermediate-size cities with a pop-
ulation between 100,000 and 250,000 inhabitants. Later, in the 1980s,
medium-sized cities kept their economic importance but lost relative
position as far as demographic growth is concerned. In more recent
years, the large metropolitan areas, especially those located in the
lagging North-East, have shown the highest growth rates in the urban
system as a whole.
In 1960, for geopolitical reasons, the Brazilian federal capital was

moved from Rio de Janeiro to Brasilia, located in the State of Goiás
highlands, the geometric centre of the country. In 1973, a federal law
established the first group of eight metropolitan areas (São Paulo,
Porto Alegre, Curitiba, Belo Horizonte, Salvador, Recife, Fortaleza,
and Belém), and one year later a specific law created the Rio de
Janeiro Metropolitan Area (RJMA). According to the 1991 Demo-
graphic Census, the nine official metropolitan areas encompassed 42
million inhabitants, roughly 29 per cent of the total Brazilian popu-
lation in that year.
The RJMA, the second Brazilian seaport in economic importance,

is located in the comparatively developed South-East region, 219
miles north-east of the São Paulo Metropolitan Area (SPMA), the
core of Brazilian industrial power. Together, these two metropolitan
areas account for more than 35 per cent of national industrial

Regional surveys and selected world cities

208



employment and value-added. In the 1980s, Rio de Janeiro and São
Paulo’s joint share in the country population remained fairly stable
and is expected to show a modest increase from its present 17 per
cent to a maximum of 18–20 per cent at the turn of the twenty-first
century.
In reality, such apparent stability disguises divergent trends. Since

the 1970s, the São Paulo population has grown at a much faster rate
than that in Rio. Its economic performance was equally striking and
São Paulo alone currently accounts for nearly 25 per cent of Brazilian
manufacturing value-added.4 In contrast, the RJMA has been con-
sistently losing relative position, not only to São Paulo but also to
other major metropolitan areas, such as Belo Horizonte. Many of
Rio’s former leading industries and banking and high-technology
companies have either relocated to nearby states, such as Minas
Gerais and São Paulo, or simply moved their headquarters to the
SPMA. Over time, the gap between the two largest Brazilian metro-
politan areas has been growing fast. As an example, the per capita
household earnings ratio between São Paulo and Rio, which was 1.1
in 1970, increased to 1.2 in 1976, and to 1.3 in 1988.
Since their institutionalization in the early 1970s, the boundaries of

the nine metropolitan areas have remained basically unchanged. The
RJMA comprises 14 counties or municipalities, namely: Rio de
Janeiro, Duque de Caxias, Itaboraı́ Itaguaı́ Magé, Mangaratiba,
Maricá, Nilópolis, Niterói, Nova Iguaçu, Paracambi, Petrópolis,5 São
Gonçalo, and São João de Meriti (see fig. 9.1). In 1980, the RJMA
had 8.8 million inhabitants and its present population is estimated at
more than 10 million.
The RJMA has a total area of 6,464 km2, of which 18 per cent (or

1,171 km2) relates to the ‘‘municı́pio’’ of Rio de Janeiro, the core
of the metropolitan area and the capital city of the state of Rio de
Janeiro. In 1988, the average demographic density was 1,700 inhabi-
tants per km2 in the metropolitan area as a whole and 5,000 inhabi-
tants per km2 in the capital city itself. The land-use pattern is quite
uneven, owing partly to topographical obstacles such as mountains,
lagoons, swamps, and flooded areas.6
Environmental costs can be considered to be among the most

relevant social costs generated by world cities. In the specific case of
Rio de Janeiro, environmental problems also stem from its particular
spatial shape, since most of the densely populated metropolitan
counties are located along the shores of Guanabara Bay (see fig.
9.1), giving the city the overall shape of a large horseshoe. This
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shape creates distinctive environmental problems, because domestic
and industrial wastes produced in the metropolitan area naturally
flow into the Bay waters.
Guanabara Bay itself covers an area of 381 km2 and includes

44 km2 of islands and islets. The whole basin area has 45 rivers and
extends over 4,000 km2 (Rio de Janeiro Yearbook, 1992–93: 5). It
comprises a total population of 7.5 million, 80 per cent of whom are
located along its western section. The slums or ‘‘favelas’’ (densely
populated and illegally occupied residential areas) cause the basin’s
most serious social and environmental problems: over 1 million low-
income people live in inadequate dwellings in the capital city alone.7
In 1980 the State of Rio de Janeiro’s domestic product accounted

for more than 13 per cent of the Brazilian gross domestic product;
since then its share has dropped to 9 per cent (in 1994). According to
recent estimates, services remain the dominant sector and their share
has remained stable at 60 per cent. Industry comes next, its share
having grown from 35 per cent in 1980 to 41 per cent in 1994.8
In the depths of the recession, per capita GNP declined at quite

impressive annual rates: �5:7 per cent in 1981, �1:5 per cent in 1982,
and �4:9 per cent in 1983. In 1987, after a short-lived export-led
recovery, the Brazilian economy plunged into a new recession cycle
that lasted into the first years of the 1990s. Although not as severe as
the 1981–1983 recession, per capita GNP growth rates turned nega-
tive in 1987/88 (�2:3 per cent), 1989/90 (�4:2 per cent), 1990/91 (�0:8
per cent), and 1991/92 (�2:7 per cent). Once again, high-tech indus-
tries, strongly concentrated in São Paulo and Rio, were the most
affected. For instance, in the 1986/87 period, electrical and commu-
nications equipment value-added decreased by 25 per cent, transport
equipment by 23 per cent, pharmaceutical products by 21 per cent,
and machinery by 18 per cent.
As table 9.4 shows, metropolitan population growth rates fell con-

sistently from 1970, revealing the severe impact of the national eco-
nomic recession. Nevertheless, the peripheries grew much faster than
the capital cities. The highest absolute growth rates were observed in
the SPMA during the 1970s and in the southern and northern metro-
polises in more recent years. São Paulo also leads the metropolitan
areas as far as the fall in growth rates is concerned, followed closely
by Greater Rio. The concentration of demand-elastic sectors in the
two primate cities partly explains this, because such activities are highly
sensitive to changes in income and prices. It is also worth noticing
that São Paulo and Rio de Janeiro had the most significant drop in
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periphery growth, perhaps an indication that migrants had tempora-
rily loosened their grip on the two largest metropolitan areas.
As noted by Friedmann, world cities are destination points for

large numbers of both domestic and/or international migrants. Fur-
thermore, primary cities in semi-periphery economies tend to grow
chiefly through internal migration (Friedmann, 1986: 75). In Brazilian
metropolitan areas, incoming migrants are first absorbed by tradi-
tional services, the construction industry, and informal activities and
temporarily settle in the metropolitan periphery. In the long run,
migrants tend to perform better than natives, in terms of income and
educational achievements.
Migrants comprise more than 40 per cent of the RJMA total resi-

dent population and their share tends to be much higher in the
metropolitan periphery than in the core city. This indicates the role
of the RJMA periphery as a major destination for migrants, not only
from its immediate influence area (Rio de Janeiro State) but also
from more distant states and regions. The highest migrant share (59.1
per cent) is found in a territorially small county, São João de Meriti,
and is also high in densely populated counties such as Nilópolis (24.4
per cent). As far as recent migrants (less than five years of local resi-
dence) are concerned, the largest shares are observed on the eastern
side of Guanabara Bay in the contiguous counties of Itaboraı́ (31 per
cent) and Magé (26 per cent).
As a general rule, high population density and a shortage of land

are characteristics common to world cities. Unfavourable topo-
graphical conditions in Rio de Janeiro further contribute to confine
residential and industrial expansion, resulting in traffic congestion
and an exponential rise in urban infrastructure costs. The very limited
supply of new land is an especially acute problem, which in turn
causes land prices to rise very fast not only in the centre but also
in some of the peripheral counties. Moreover, high densities and
poverty combine to produce large slums both in the core and in most
of the metropolitan periphery.

Spatial restructuring and articulation with the global economy

From a global perspective, the world city economy performs a set of
specialized functions and its growth is based upon a small number of
rapidly expanding activities. Among those functions, five deserve
special attention.
The first, already mentioned above, involves the articulation of the
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national economy with other nodes of a global system of world cities.
The way such articulation takes place not only depends on global
linkages among fast-growing high-tech productive activities, but also
embodies local differences in history and cultural factors.
Recent studies of urban development, in both industrialized and

third world economies, clearly indicate that technology- and know-
ledge-intensive industries often locate in large cities and metropolitan
areas offering a rich variety of educational, research, and cultural
opportunities. These areas become the birth places of new technol-
ogies and this capacity is closely related to the labour force com-
petence profile9 and the intensity of knowledge-oriented occupations
in each region. In sum, metropolitan areas in general and world cities
in particular have a definite competitive advantage as far as know-
ledge-oriented, research, and technical activities are concerned.10
Likewise, agglomeration economies attract fast-growing business
services, such as accounting, auditing, engineering, R&D, advertising,
computer and data processing, and insurance and legal services.
The second group of world city specialized activities relates to the

so-called ‘‘headquarters function,’’ that is, the city as a high-ranking
decision centre for multinational, transnational, and large national
corporations.11 It also includes regional (in the Latin American
sense) corporate headquarters and local offices of multilateral insti-
tutions. The third function deals with a headquarters special case,
that is, the city as a major decision centre for financial services, such
as commercial and investment banking, savings and loans, foreign
currency markets, international finance, and stock exchange. The
fourth function concerns world cities as nodes of transportation and
telecommunications networks and dissemination centres for news and
cultural events. The fifth function refers to world cities as major poles
of international tourism, that is, as the location of modern lodging
and entertainment industries, airport facilities, museums, convention
centres, and performing arts centres.
With these specialized world city functions in mind, table 9.5 com-

pares the performance of some of the leading global industries and
services located in the two largest and interdependent Brazilian
metropolitan regions. First, one should mention the all-important
regional and global technical linkages among fast-growing industries
such as durables, chemicals, serial machinery, and some non-serial
capital goods. These so-called high-tech manufacturing industries
(see table 9.5 for definitions) are quite sensitive to demand changes
and cycles,12 as shown by the falls in employment (Rio, �2:7 per
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cent; São Paulo, �10:5 per cent) over the 1980–1985 recession period.
As indicated by their non-labour share positive signs, both manu-
facturing in general and high-technology industries in particular
increased their capital content over the period.13 Knowledge- and
technology-oriented services usually show more volatile locational
patterns and are attracted by research and higher educational facili-

Table 9.5 World cities in Brazil: Performance of global industries and services,

1985

Employment

World city

Number of
employees
(’000)

Central
city as
% of MA

Change,
1980–85
(%)

Labour
share,a
1985
(%)

Change in
non-labour
share,b
1980–1985
(%)

RJMA 1,172.7 þ1:4 – –
Manufacturing 423.5 75 �12:3 22.8 þ7:6
High-tech industriesc 110.1 83 �2:7 20.5 þ16:0

Commerce 381.8 72 þ15:1 5.6 �0:3
Wholesale 46.3 83 þ0:2 2.5 �0:2

Services 367.4 84 þ7:6 25.0 �1:0
Lodgingd 109.6 76 þ12:0 15.8 �1:5
Financee 3.2 97 �40:8 15.7 þ5:1
Consultancyf 81.4 90 þ8:0 30.0 þ9:0

SPMA 2,657.4 �0:8 – –
Manufacturing 1,564.0 60 �10:0 26.4 þ3:6
High-tech industriesc 447.3 57 �10:5 26.8 þ2:5

Commerce 586.2 79 þ25:8 5.0 �0:2
Wholesale 131.4 87 þ32:3 2.6 0

Services 507.2 73 þ6:8 25.1 �0:1
Lodgingd 126.9 76 þ4:7 19.4 �1:2
Financee 11.0 64 þ57:1 20.5 þ6:0
Consultancyf 144.3 80 þ11:6 32.0 þ3:3

Source: Brazilian Statistical Institute (IBGE), Economic Census, 1985.
a. In manufacturing sectors the labour share is defined as the ratio between wages and salaries

and industrial value-added; in commercial and service activities, it is defined as the ratio
between wages and salaries and, respectively, total commercial sales and total services
receipts.

b. See note 13.
c. High-technology industries comprise mechanical industries, electrical, electronic, and com-

munications equipment, chemical and pharmaceutical activities.
d. Includes hotels, motels, other lodging facilities, and entertainment services.
e. Financial and insurance services.
f. Includes legal services, accounting and auditing, business services such as advertising, com-

puter and data processing, engineering and economic consultancy.
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ties and access to a modern economic infrastructure (efficient sea-
ports, warehousing, and teleports) and also are less dependent on
local and national cyclical changes.
Table 9.5 examines four specialized ‘‘global’’ services, namely:

wholesale, lodging and tourism facilities, finance, and consultancy
and business services. In some cases, for instance wholesale and
finance, it would be useful to have these sectors further disaggregated
into domestic and international services; however, such information is
not yet available.
Rather than trying to be precise in measuring non-labour varia-

tions over time, the final column merely indicates the direction of
change in non-labour (mostly capital) factors.14 A positive sign is
associated with the adoption of new managerial methods, modern
organizational procedures, and capital-intensive technologies. A
reduction in employment might lead, for instance, to a more rational
use of existing machinery and the elimination of uneconomical pro-
duction lines, thus resulting in higher capital–labour ratios. The
examples of manufacturing, high-tech industries, and consultancy in
both cities, and of finance in São Paulo, illustrate this latter point
quite well. In general, employment and labour shares are expected to
change in the same direction.15 In sum, economic recession caused a
selective impact on both metropolitan economies. Over the examined
five-year period, several manufacturing firms located in Rio and São
Paulo were forced to lay off about 10 per cent of their workers and to
modernize their productive processes.
In regard to headquarters site, the most recent Economic Census

information shows that there were more than double the number of
manufacturing firms with headquarters located in São Paulo as in
Rio.16 The difference tends to be even larger for high-tech industries
(3.5 times larger), owing to the positive externalities offered by São
Paulo. For most services, however, this difference drops significantly,
being nearly non-existent in the case of financial institutions.
Wholesale trade can play a really meaningful part in strengthening

economic linkages among world cities. In the fairly closed Brazilian
economy, however, the significance of international wholesale trade
is still relatively minor, especially if compared with world cities
located in core countries and with its potential role in promoting the
future globalization of Latin America. Total wholesale transactions in
Rio amounted to US$7.5 billion in 1985 and represented 70 per cent
of local commercial sales.17 Table 9.5 also reveals striking differences
as far as the impact of economic recession on wholesale trade is con-
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cerned. First, the entries in the final column indicate that wholesale
trade, in both metropolitan areas, underwent neutral technological
change over the 1980–1985 recession period. Furthermore, under
such neutral conditions, employment tends to be strongly correlated
with value-added, or, for that matter, with the level of economic
activity. In other words, the large employment increase (þ32:3 per
cent) observed in the SPMA implies that the national economic
recession caused wholesale agents to substitute São Paulo for Rio.18
Rio de Janeiro is well known for its natural beauty and busy tour-

ism activity supported by reasonable hotel infrastructure, modern
airports, adequate convention facilities, as well as artistic and all-
year-round cultural events.19 The city is also frequently chosen to
host national and international business conferences and professional
meetings (Gormsen, 1988).
In recent years, the international press has given notoriety to the

rise in crime in Rio, which has severely affected the inflow of foreign
tourists. The number of tourists, which had reached a peak of nearly
761,000 in 1988, dropped by almost half in 1989.20 In fact, official
crime statistics attest to an increase in so-called crimes against prop-
erty (larceny, robbery, extortion, housebreaking, and fraud) over the
1966–1986 period. These are the kinds of offence that directly affect
foreign visitors and, to some extent, this explains the persistent
decline in tourism. On the other hand, both traffic accidents and
crimes against the person (murder, attempted murder, abortion,
and other minor offences) showed a downward trend over the same
20-year period.
Reliable statistical data on crime are difficult to obtain. Under-

reporting is the rule and particular care should be taken as regards
contiguous counties located within the same metropolitan bound-
aries. More often than not, crimes officially recorded as taking place
in the core city can ultimately be traced to residents in the periphery.
Besides, given the lack of comparable crime information in large
Brazilian cities, it is not possible either to ascertain the impact of
criminality upon local welfare or to compare metropolitan areas.
Of all the activities in table 9.5, financial services show the most

distinctive performance as regards changes in employment and factor
shares over the period 1980–1985. Increases in non-labour share
point in the direction of modernization and reorganization of the
finance sector in both cities.21 Besides, it is worth noting that
employment variations are not only large but also have opposite signs
(þ57 per cent in São Paulo and �41 per cent in Rio), which means
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that most of the São Paulo employment growth was obtained at the
expense of corresponding reductions in Rio as well as in other large
Brazilian cities. Two major factors explain this behaviour: first, a
continuing industrial relocation process from Rio to São Paulo and,
second, the worsening of the Brazilian external debt crisis, ultimately
leading to drastic investment reductions in most federal government-
owned companies located in Rio.
In spite of this process, which was aggravated during the 1980–1985

recession years, Rio still remains an important financial centre. The
city hosts the open market operations of the Central Bank as well as
the largest insurance and foreign currency markets in the country.22
It is also the location of the headquarters of some of the most impor-
tant federal government financing institutions, such as the National
Economic and Social Development Bank (BNDES) and FINEP, the
federal agency in charge of science and technology financing.
Table 9.6 breaks down the finance sector into seven different types

of financial institution, each one performing a specific function in the
Brazilian capital market. The table shows that there has been a con-
sistent decrease in the number of leading financial institutions based
in Rio. None the less, commercial and multiple banks, leasing opera-
tions, and insurance companies raised their local transaction values
over the 1984–1993 period. Insurance companies, for instance, rank
first in the country and managed to raise their share from 41 per cent
in 1984 to 54 per cent in 1993. The net worth values of the five largest
commercial and multiple banks located in Rio (US$468 million) and
São Paulo (over US$7 billion) indicate that, as a result of financial
deregulation, many small commercial banks and brokerage firms
merged in the late 1980s and were transformed into either small
multiple banks based in Rio or larger banks in São Paulo.
Investment banks, savings and loans companies, and finance com-

panies also reduced their aggregate transaction values, both in São
Paulo and in Rio, possibly as a direct result of unsuccessful stabiliza-
tion policies and a lack of an organized long-term financial system. To
some extent, the Rio-based finance companies fared better than those
located in São Paulo, managing to raise their share from 14 per cent
to 24 per cent of total financing.
A further indicator of local financial activity concerns stock market

transaction values. Since 1985, the two largest stock exchanges, Rio
and São Paulo, have accounted for nearly 97 per cent of negotiable
stocks in the country. Lately, however, the Rio de Janeiro Stock
Exchange has been losing position to São Paulo, from a 40 per cent
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share of the Brazilian stock market in 1985 to a low 13 per cent in
1993.
In spite of its recent poor performance, the RJMA still retains

tangible comparative advantages as far as some specialized financial
services are concerned. Among favourable local factors one can
mention, for instance, a fairly sophisticated telecommunications
infrastructure. An ambitious teleport project is presently under way
in the decayed downtown area and involves 62,000 m2 for building
construction within a total of 250,000 m2 with full urban infra-
structure and facilities (including access to satellite ground station,
fibre optic vertical transmission system, server for voice mail, e-mail,
and telefax, hotels, restaurants, video conference room, and tele-
centre for voice, data, and image terminals).
An equally significant comparative advantage pertains to the high

local concentration of science and technology research facilities
associated with concerns owned by the federal government in the oil
industry, petrochemicals, telecommunications, and electric energy.23
In this respect, the State of Rio de Janeiro compares favourably with
the State of São Paulo and holds a leading position in the country.24
Existing research and consultancy capacity is better represented by

the number of technical professionals involved in engineering pro-
jects, management consultancy, and economic viability studies. Along
these lines, table 9.7 breaks down the number of business and con-
sultancy firms by size classes defined according to the number of
technical professionals holding university degrees. It is interesting to
note that, although the total number of consultancy firms is nearly the
same in both states, the São Paulo size distribution clearly favours
those concerns employing more than 100 professionals, precisely the
category comprising the most modern and experienced consultancy
firms.

Prospective changes and public action

On the basis of the previous discussion, one may conclude that, as a
world city, the Rio de Janeiro Metropolitan Area faces two basic
economic and political challenges in the coming decades. First, at the
macroeconomic level, the city will be compelled to define its future
contribution to the national economic recovery effort. In addition,
this role will definitely require internal economic adjustments to fit
globalization trends and a new international order. The second chal-
lenge relates to local efforts to grapple with the accumulated social

Regional surveys and selected world cities

220



debt caused by 15 years of severe economic recession and to avoid
the social costs generated by future economic growth. Because the
financial capacity of local governments is insufficient to deal with
both aspects, broader institutional reforms and new revenue-sharing
approaches are required in order to finance future urban investments
in housing, sanitation, health, and education.

Economic recovery and globalization

In the year 2000, the Brazilian urban population is expected to reach
150 million inhabitants, implying an 80 per cent urbanization rate,
that is, a pattern similar to that in mature economies. The absolute
increase in the urban population will undoubtedly put enormous
additional demands upon the already overburdened urban infra-
structure.
According to estimates, the vast majority of the urban population

will be located in the comparatively modern South-East (46 per cent)
and the most notable economic changes are expected to occur in the
frontier regions in the west of the country (Tolosa, 1992: 480). In
addition, not only will the South-East display the highest urban-
ization rate (92 per cent) among Brazilian macro regions, but its two
largest cities, Rio de Janeiro and São Paulo, will together account for
nearly 37 million inhabitants.
By the turn of the twenty-first century, the RJMA is expected to

have 14 million residents. The validation of this estimate, however,
will strongly depend upon national economic performance over the
next few years. Basically, one might conceive of two alternative
scenarios. The first assumes zero growth rates – basically the same set

Table 9.7 Business and engineering consultancy firms, by number of graduates,

1987

Number of professionals
holding university degrees State of Rio de Janeiro State of São Paulo

Less than 30 (small) 52 44
30–100 (medium) 15 15
More than 100 (large) 15 25

Total 82 84

Source: FINEP, Science and Technology Ministry, 1987, and M. C. O. Schiller, ‘‘Novas Tecno-
logias e Reestruturação do Espaço: O Estudo do Caso do Estado do Rio de Janeiro,’’ COPPE,
Federal University of Rio de Janeiro, 1995 (mimeo).
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of economic conditions that prevailed in the 1980s, that is, recession
and economic stagnation. The second scenario is more optimistic and
envisages a continuous and moderate economic recovery process led
by a select group of export-oriented industries. Growth rates are
expected to vary between 4 per cent and 5 per cent a year (below
the 6 per cent historical trend). At this point, it is worth mentioning
that Brazilian export-oriented industries have always shown a strong
locational preference for large urban centres, in particular São Paulo
and, to some extent, Rio de Janeiro. Despite generally falling invest-
ment rates, these two metropolises still hold a comparatively advan-
tageous position among Brazilian cities as far as infrastructure ser-
vices are concerned.
Along the zero-growth path, metropolitan areas and large cities are

likely to have a demographic growth pattern similar to that of the
1980s (see table 9.4). Likewise, relative inequalities and absolute
poverty are expected to increase owing to the lack of urban infra-
structure investments. In short, the zero-growth hypothesis seems to
be fairly consistent with the estimate of 14 million inhabitants in the
RJMA at the turn of the twenty-first century.
Under moderate growth conditions, the recovery period ought to

be divided into two stages. Throughout stage one, economic and
demographic growth concentrates in primate cities and the hinterland
lags behind. As a result, migration inflow to primate cities is re-
activated and social inequalities are likely to improve slightly at the
national level and to worsen considerably in the large centres. After-
wards, in stage two, growth trickles down to domestic sectors and
migration spreads out to lagging regions and smaller cities.
In the real world, the zero-growth and the moderate recovery

hypotheses share a common feature: mega-cities are expected to face
overwhelming demand for urban services (water, sewerage, housing,
health, education, and transportation). Hence, the major public
policy challenge for Rio de Janeiro in the future certainly involves
being able to provide the financial means to support new social
infrastructure investments.

Social costs and local financial capacity

As a general rule, ‘‘world city growth generates social costs at rates
that tend to exceed the fiscal capacity of the state’’ (Friedmann, 1986:
77). The 1988 Brazilian Constitution is the benchmark to which all
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public action ought to be referred. Basically, it embodies a fiscal
reform involving the decentralization of public revenue from the
federal level to local (state and municipal) governments. Municipali-
ties are responsible for public health services and basic education
and, in some cases, provide local public transportation, regulate land
use, and protect the historical and cultural heritage.
In fact, most public services provided by the RJMA counties are

centred upon health and basic education, that is, the sectors where
direct cost recovery is not feasible. There is no practical way to
charge those, especially the very poor, directly benefiting from public
services. Hence, their costs ought to be financed by general taxes and
transfer revenues. There are, however, other public services where
cost recovery is not only possible but desirable. This is the case, for
instance, with garbage collection and public lighting, two of the most
costly local services, where the charges collected do not seem to cover
one-fourth of their corresponding costs.
At present, local governments have little influence over some rele-

vant urban prices, such as electricity, water, and sewerage. Electricity
tariffs, for instance, are set by the federal government and are the
same all over the country. A progressive tariff system is used,
whereby low-income residents pay proportionally less. Water and
sewerage services usually charge a minimum consumption tariff and
tend to be regressive for small and medium consumers.
On average, roughly 34 per cent of Rio’s total revenues25 stem

from local taxes and charges, 21 per cent from state government
transfers, only 2 per cent from federal government transfers, and the
rest from various sources, including credit operations. Local taxes
comprise basically a services tax and a real estate tax, accounting for
70 per cent of Rio’s tax revenue in 1992.
The services tax, the most significant revenue source, more than

doubled its value from US$100 million in 1983 to US$250 million by
1992. As for the property tax, the problems of keeping the property
values registry up to date under high inflation conditions led to a
continuous reduction in revenues, to the point where the 1989 rev-
enues represented about one-quarter of what was levied in 1980.
After 1989, however, the property tax resumed its importance as a
revenue source, reaching US$260 million in 1991, that is, an amount
five times larger than the 1985–1989 average. Other municipal
charges have also shown a fairly poor performance. The reduction in
earmarked revenues for the purpose of financing garbage collection
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and public lighting, for instance, not only reflected a deterioration in
public services but also raised the indebtedness of the municipal
companies in charge of delivering these basic services.
Since the end of the 1970s, political pressures towards decentral-

ization have been responsible for substantial increases in federal
transfers to states and municipalities. Just as an example, the amount
of funds transferred to municipal governments increased by 97 per
cent in the 1980–1988 period alone.
Institutional and economic reforms at both the national and local

levels can be considered an essential prerequisite to internal eco-
nomic restructuring and globalization. At the institutional level, new
global trends towards liberalization, deregulation, and increasing
political participation will necessarily lead to further decentralization
of economic decisions and new patterns in society’s control over the
political process.
Finally, given the present high levels of income concentration and

metropolitan poverty, one should not underestimate the economic
impact of socially oriented governmental policies. Besides being an
important source of direct employment, social infrastructure invest-
ments also play a significant role in increasing the incomes of the
urban poor and improving access to basic services such as health,
education, housing, and transportation.

Notes

1. Based on a sample of 116 countries, both developed and developing, Richardson and
Schwartz showed that three demographic variables (total population, urban population
share, and a Latin American dummy) explain about 40 per cent of primacy (measured as
the share of primate metropolitan area in urban population) variance. Economic variables
such as gross national product per capita, manufacturing labour share, and the percentage
of gross domestic investment in GDP do not appear to be important. See Richardson and
Schwartz (1988: 471).

2. Semi-peripheral countries include, for the most part, upper-middle-income countries hav-
ing a significant measure of industrialization and an economic system based on market
exchange (see Friedmann, 1986: 72).

3. This section draws heavily on Tolosa (1996).
4. To be precise, according to the 1985 Industrial Census, the State of São Paulo accounted for

47 per cent and the SPMA for 27 per cent of the Brazilian industrial value-added. The
corresponding shares of the State of Rio de Janeiro and of the RJMA were much smaller
(10 per cent and 8 per cent, respectively).

5. Petrópolis has recently withdrawn from the RJMA. However, for the sake of official
statistical data, all 14 municipalities are usually included.

6. Compared with Rio de Janeiro, the SPMA displays a more even land-use pattern and con-
forms fairly closely to the traditional radial city model.

7. The urban population living in the Bay basin is responsible for 300 tons per day of organic
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sewage and 7 tons/day of domestic solid waste flowing directly into Bay waters. On the
other hand, food-processing, chemical, and petrochemical industries and a busy seaport
produce an organic load of 80 tons/day, oil discharges of 4.7 tons/day, and 0.4 tons/day of
heavy metals. Since the mid-1970s, strong concern with environmental decay has led to
comprehensive efforts to deal with water pollution, and the Guanabara Bay Master Plan
defines a general strategy to fight water pollution at an investment cost of US$800 million
financed by the Inter American Development Bank and Japanese capital.

8. In 1985 the RJMA accounted for 10 per cent and 81 per cent, respectively, of Brazilian and
Rio de Janeiro State manufacturing value-added. For the sake of comparison, in that same
year, the SPMA national share was 22 per cent and its share in the State of São Paulo
amounted to 56 per cent.

9. A recent study for the United States shows that plants using the ‘‘most advanced technology
pay the highest wages and employ the greatest fraction of non-production workers (who are
generally regarded as more skilled than production workers)’’ (Dunne and Schmitz, 1995:
89; see also Bartel and Lichtenberg, 1987).

10. In fact, over 30 years ago Meier (1962: 152) observed that ‘‘most manufacturing in the large
cities of the future would be classified as light industry, a type which can be carried on close
to home in decentralized plants, mainly by female labour. The moderate quantities of
medium to heavy manufacturing required would normally be carried out on industrial
estates or on sites served by specialized cities, principally with male labour. But manu-
facturing need not occupy more than a tenth of the urban labour force. The vast majority
would be employed in the services, even with allowance for construction and intensive
agriculture to take a tenth apiece.’’

11. Several of the largest national and foreign companies have their Brazilian operations base
in Rio de Janeiro.
. State-owned companies: Petrobrás (oil), the largest company in Brazil; Vale do Rio Doce,
the third-largest national company, operating iron and aluminium mining; Embratel (4th),
telecommunications; Telerj Telecommunication (14th); Eletrobrás (26th), holding com-
pany for electrical energy investments.

. National private companies: Siderúrgica Nacional (6th), steel production; Brahma (21st),
beverages; Construtora Camargo Corriea (27th), construction; Petróleo Ipiranga (32nd),
oil; Lojas Americanas (36th), retail trade; Cosigua (40th), steel mill; MBR (45th), mining;
Emaq Verolme (48th), naval construction.

. Foreign companies: Souza Cruz (17th), tobacco; Shell (34th); Olivetti; Dow Chemicals;
Roche; Ishibrás Ishikawagima; Fiat Lux; White Martins; Merck; Texaco.

12. Machinery, for instance, reached its trough in 1983, with a striking 40 per cent reduction in
output compared with 1980.

13. Assume an aggregated world city production function Q ¼ f ðK;LÞ, where Q stands for
product, K for capital, and L for labour. Assume further that f is a linearly homogeneous
function and long-run competitive conditions hold in the factor markets. Hence, by Euler’s
theorem, output can be rewritten as Q1 r:K þ w:L, where w and r stand for wage and
interest rates, respectively. In economic terms, this identity means that, under constant
returns to scale, if each input factor is paid the amount of its marginal product, the total
product will be exhausted by the distributive shares for all the factors. In other words, long-
run equilibrium conditions assure that ðr:K þ w:LÞ=Q1 1, meaning that, under pure com-
petition, the capital share is the complement of the labour share. Under these conditions,
the production function can be written as:

Q=w:L ¼ f ðr:K=w:LÞ or w:L=Q ¼ FðK=L; r=wÞ;

that is, the labour share is a function F of technology ðK=LÞ and relative prices ðr=wÞ.
Likewise, the capital (or, broadly speaking, the non-labour) share is a certain function G of
technology and relative prices, that is, 1� FðK=L; r=wÞ ¼ r:K ¼ GðK=L; r=wÞ with partial
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derivatives GK=L > 0 and Gr=w > or < 0, meaning that, ceteris paribus, capital-intensive
technologies are positively correlated with increasing non-labour shares.

14. As an example, consider the case of the commerce sector, where CVA ¼ commercial value-
added; TCS ¼ total commercial sales, and LWC ¼ total wages paid to commercial workers.
The commerce labour share is defined as: sc ¼ LWC=CVA. Since statistical information on
LWC is not available, sc is a non-observable variable. Instead, one defines a new variable,
vc ¼ LWC=TCS, that is, the ratio between total commercial wages and total commercial
sales. Hence, vc can be accepted as a ‘‘proxy’’ for sc only if: vc ¼ gðscÞ, where g is a mono-
tonically non-decreasing function, and vcV sc. Under these conditions, the proxy vc brings
in an upward bias to the estimates of sc and can be considered a reliable indicator of the
labour share direction of change. This same reasoning applies to the services sector and its
subsectors.

15. As a matter of fact, labour shares in manufacturing and in commerce and services are not
strictly comparable for the reasons already discussed in note 14, which is why no figure is
given for the aggregated metropolitan area in table 9.5.

16. In 1985, there were 25,000 manufacturing firms with local headquarters in São Paulo and
only 10,000 in Rio. For high-tech industries, the corresponding numbers were 4,500 in São
Paulo and 1,300 in Rio. It ought, however, to be pointed out that the size distribution of
industries is more skewed to the right in São Paulo than in Rio. In the latter, 1.7 per cent of
industrial establishments with more than 100 workers account for 66 per cent of the corre-
sponding employment.

17. By the end of the 1980s, the city of Rio de Janeiro had nearly 10,500 wholesale firms, 84 per
cent of them with local headquarters.

18. It is not clear how permanent this substitution effect will be. One should expect, however, a
severe and long recession to cause lasting adjustments.

19. The 1991 Rio de Janeiro Statistical Yearbook listed 41 art galleries, 69 museums, 85 theatres
for the performing arts, and 12,000 tourist rooms in hotels with three or more stars – nearly
58 per cent of the total number of rooms available in the area.

20. Namely, 472,000 in 1989, 438,000 in 1990, a low of 118,000 in 1991, and back to almost
normal levels at 628,000 in 1992.

21. In fact, financial services are among the leading Brazilian sectors as far the adoption of
data-processing and new automation methods is concerned.

22. In 1993, Rio accounted for 21 per cent of total foreign currency bought and 32 per cent of
total currency sold in the country. In absolute terms this means a local currency market of
US$14–16 million.

23. Of the existing 62 research centres in the metropolitan area, only 12 are totally private. Rio
also plays a leading role in vocational training for industry, commerce, and services. In
1991, 208,000 students were enrolled on vocational training courses sponsored by entre-
preneurial associations.

24. In 1986, the numbers of graduates (M.A., M.Sc., or Ph.D) per million inhabitants were very
similar in Rio (697) and São Paulo (672) and much larger than the national average (285).
Moreover, the ratio between the number of graduate students and manufacturing value-
added is significantly larger in Rio (171) than in São Paulo (80) and than the national
average (75).

25. Total revenues remained fairly stable up to 1992, varying from US$1.6 billion to US$2.1
billion.
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Islamic cities in the world
system

Salah El-Shakhs and Ellen Shoshkes

Introduction

Islam as a way of life has increasingly become a political movement
to reckon with, not only in Islamic nations but also internationally.
As a result, major Islamic cities – Beirut, Tehran, Baghdad, Riyadh,
and Kuwait, to name a few – have recently been thrust upon the
world stage. This is not only changing the place and role of Islamic
cities in the world system and in the Islamic city subsystem, but also
leading to basic changes within these cities at the community and
neighbourhood levels. Assorted Islamic groups, mosques, and asso-
ciations are beginning to assume a far more active role not only in
religious revival but also in providing basic services such as health
care, education, nutrition, and welfare. There is a growing civil society
and sense of community in Islam, particularly in low-income neigh-
bourhoods.

This change in cities is taking place at the same time that global-
ization forces and information technology (computers and connec-
tivity) are suspected of rendering central place hierarchies obsolete
and replacing them with diffuse urbanized networks linked by a
global communications system. Yet there are also indications that the
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changing nature of work and new technological imperatives are also
reinforcing the value of agglomeration. Ironically, evidence seems to
indicate that one of the impacts of the growing power of global and
transnational organizations (which in effect subordinates nation-
states) has been to strengthen the role of cities as the base from which
local economic and political autonomy interests are expressed
(Jacobs, 1985; Castells, 1994).

Most scholars and policy makers interested in cities and in the
urban future seem to agree that a historical transformation of urban
form is under way, in response to global processes. Some identify
the basis of this transformation as changes taking place within world
capitalism, whereas others locate economic restructuring in the
broader context of societal evolution. In either case, the backbone
of such change seems to be what has been termed ‘‘a technological
informational revolution heralding an information age,’’ which is
triggering a restructuring of urban form as profound ‘‘as the onset of
the industrial era marked for the nineteenth century’’ (Castells,
1994). We know that the impacts of this process of global change will
be felt first and foremost in the major cities of advanced industrial
nations as well as in the growing mega-cities of the third world. Most
major Islamic cities seem to be no exception.

This chapter attempts to analyse the impacts of the increasing
globalization of economic, technological, and cultural systems, along
with the rising tide of Islamic movements and revival of tradi-
tional values in the Muslim world, on the development and integra-
tion of Islamic cities, particularly mega-cities. We will not address
issues of architecture, aesthetics, and design here, because there is
already an extensive literature devoted especially to the built envi-
ronment, notably publications sponsored by the Aga Khan Award
for Architecture organization. Rather than deal with the question
of rank in global hierarchies, we chose to focus our attention in-
stead on the emerging pattern of regional interactions within the
Islamic city system and the local development processes that are
restructuring Islamic mega-cities. The chapter is organized in five
sections: the first is a general discussion of the impacts of global-
ization on third world cities; the second describes the Islamic world
city system; the third summarizes the recent development history of
major Islamic cities; the fourth analyses local responses to global-
ization; and the fifth section, in conclusion, considers the future of
Islamic cities.

Islamic cities in the world system
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The impacts of globalization on third world cities

Any perceptive tourist can observe the visible impacts of the current
global process of transformation on major cities in the third world,
because airports, business districts, and luxury residential zones now
look remarkably similar to those in advanced industrial nations, as a
result of the standardization of urban systems. Parallel to this West-
ernization of built forms, consumption habits also reflect the spread
of Western-style dress, music, dance, and fast food. In the new global
mass society, however, members of local élites preserve their status
by circulating in the exclusive network that links members of the
educated, affluent, globe-trotting class in both rich and poor nations.
In third world countries, these élites consist of the fortunate few who
receive CNN, speak English, and listen to the BBC, have access to
the Internet, and do lucrative business with international organiza-
tions. Their children are educated at select universities at home or
abroad. And they guard their freedoms and privileges by controlling
access to the information and opportunities opened up by global-
ization, and thus present no threat to existing, often authoritarian,
governments.

To go beyond these readily apparent impacts of globalization,
however, one has to dig deeper into the urban fabric, below the
veneer of Westernization and rationalization imposed by modern
technology. The two primary causes of the rapid change in the global
system taking place today are economic growth and population
growth. Therefore, a good place to look for more substantial impacts
of globalization within major cities is in innovative local responses to
the problems caused by growth, i.e. congestion, pollution, inadequate
infrastructure, deficient housing, increasing poverty, and social wel-
fare needs. We suspect that the most promising innovations will prob-
ably emerge in the marginal areas within large metropolitan regions,
through informal experimentation, and the approaches pioneered by
local groups, marshalling whatever resources are available to address
the needs of the community in a pragmatic fashion.

The emerging role of world cities

One of the first observers of the magnitude of the global changes
under way today was economist Kenneth Boulding, who concluded
that ‘‘the twentieth century marks the middle period of a great tran-
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sition in the state of the human race’’ (1964: 1), a process he viewed
as driven by the growth of knowledge; in other words, the evolution
of science, of technology, and of society is an interrelated process.
Today, many theorists agree that revolutionary advances in informa-
tion technology and biological science have forged an even tighter
link between the economic forces and cultural capacity of society
than existed in the past. For example, Castells (1994: 29) argues that,
in the new post-industrial economy, ‘‘the productivity and com-
petitiveness of regions and cities is determined by their ability to
combine informational capacity, quality of life, and connectivity to
the network of major metropolitan centres at the national and inter-
national levels.’’

Experts describe the phenomenon of global economic restructuring
associated with the rise of the post-industrial economy as character-
ized by ‘‘regional shift, internationalization of the economy, growth
of the informal sector, downgrading of manufacturing, flexible spe-
cialization of industry, decline of mass production industries, the
hollowing out of the corporation, and the domination of central-
city economies by financial and business services’’ (Fainstein and
Markusen, 1993: 1468–1469). Global cities theorists explain that one
consequence of this restructuring is that the command and control
functions of the international economy no longer are concentrated in
one place, but now reside in a system of major world cities (global
cities) linked by an electronic grid (Friedmann, 1986; Sassen, 1991;
Fainstein et al., 1992). The multiple locations within the global city
system are not redundant, but serve specialized functions based on
the new international division of labour. Moreover, the emergence of
this network of decision-making and information-processing centres
appears to be giving rise to a new urban form, which Castells (1994)
has called the informational city.

Indeed ‘‘the potential ability of a city to have direct access . . . to
any other city or region of the world and the never abating concen-
tration, in the city or around the city, of the most sophisticated in-
tellectual, cultural, and service activities are giving today’s city an
unprecedented economic and social power’’ (Bugliarello, 1994: 134).
As a result of these linkages, global cities have more in common with
each other than with other cities in their national systems. And, as
Castells has observed (1994: 29), ‘‘[s]uch globalization of urban forms
and processes goes beyond the functional and the political to influ-
ence consumption patterns, lifestyles, and formal symbolism.’’

Islamic cities in the world system
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Globalization and convergence

To the extent that globalization triggers urban restructuring, one
might expect to see a convergence in the resulting physical, social,
and cultural patterns found in major cities worldwide. The ultimate
result of such convergence, as suggested earlier, could be the creation
of a uniform world culture and the loss of distinctive local identity.
Crown Prince Hassan Bin Talal of Jordan expressed the concern of
many when he lamented recently that ‘‘physically our Middle East
cities are quickly losing their centuries old architectural character and
beauty. The ravages of vulgar development has dwarfed and dis-
torted the architectural treasures’’ (Saqqaf, 1987: xii). On the other
hand, McNulty and Weinstein (1982: 67) have observed that ‘‘con-
temporary patterns reflect complex ecological balances between
indigenous and foreign, old and new, inter-regional and inter-local
forces.’’ Rather than leading to homogenization, then, empirical evi-
dence suggests that globalization will produce a rather multifarious
urban environment, ‘‘filled with competitive conflicts’’ (Soja, 1991:
362). As a result, we can understand urban restructuring as an open-
ended process that unfolds differently in each city, and that is not
easily generalized.

Another way to think about convergence is in terms of how differ-
ent cities resolve these competitive conflicts. In this way we can see
convergent patterns of urban restructuring in response to global-
ization as a parallel trend to what political scientists refer to as ‘‘the
third wave of global democratization’’ (Diamond, 1994: 5), and what
planners refer to as ‘‘alternative development.’’ Friedmann (1992)
sees the emergence of alternative development approaches – by
which ordinary people ‘‘transform the world around them for the
better’’ in the face of increasing global integration – as a parallel
intellectual movement to the rise of civil society as a collective actor
worldwide and the corresponding rise of broad social movements,
in particular the environmental and the women’s movements. Alter-
native development theory essentially shifts attention away from
business districts to urban neighbourhoods; and shifts the analytic
perspective to concern with the needs of households and quality of
life, as opposed to the needs of firms and economic growth. The
objective of alternative development, like many ideologies of the
1990s, is empowerment of citizens through autonomy in community
decision-making, local self-reliance, participatory democracy, and
experiential social learning.
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New approaches to local economic development

As a parallel trend to alternative development approaches in the
third world, there has also been a transformation of local economic
development approaches in the West, focused on enhancing a local
community’s ability to generate its own economic base. Michael Teitz
(1994: 103) observes that ‘‘most of the tools put forward as part of the
new economic development originated as local responses to particu-
lar problems.’’ In other words, the fundamental shift in development
activity that has been observed in both advanced and less developed
nations has mainly been the outcome of grass-roots mobilizations to
improve urban conditions – and innovation that emerged from the
realm of civil society rather than from political élites.

In this context, values such as ‘‘a sense of place’’ and ‘‘commitment
to the community’’ have become perhaps the most salient rallying
cries for organized civic action in cities worldwide. In third world
cities, alternative development strategies serve as a unique medium
for the expression of the pressures for democratic change that come
from ‘‘the ‘resurrection of civil society,’ the restructuring of public
space, and the mobilization of all manner of independent groups
and grassroots movements’’ (Diamond, 1994: 4). The implication
here is that local politics do reflect global processes, and that exami-
nation of the impact of globalization on cities should focus on the
role of civil society in local redevelopment politics, that is, social
conflict over the use and management of urban resources, particu-
larly land.

To the extent that grass-roots groups provide an alternative to the
established party system as a vehicle for political participation, we can
see the rise of civil society as the informalization of urban politics.
Saskia Sassen suggests that studying how informal sectors emerge is
an interesting arena in which to explore the limits of old forms and
the viability of pre-existing structures; and that the place to look for
these informal sectors is within the new geography of marginality
created by globalization.1 It is in the margins, she advises, that people
can find room to manoeuvre, as well as opportunities for action. As
Krooth and Moallem (1995) note, agitation for change develops at
the margins, as a consequence of, or perhaps as resistance to, the
Westernizing effect of modernization. These views support the prem-
ise of this chapter, that the study of grass-roots planning initiatives
can help explain more complex developmental processes at higher
levels of social organization.
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The internationalization of third world cities

The world population has been growing at an exponential rate and,
despite recent declines in the overall rate of growth, even optimistic
projections forecast an enormous increase of population in the future,
particularly in less developed regions (see table 10.1). Furthermore,
the world’s population is becoming increasingly urban. Over half of
humanity will live in urban areas by the end of the twentieth century.
Urbanization on such a massive scale clearly has an enormous impact
not only on urban areas but also on the world’s changing ecosystems.
The ‘‘ ‘appropriate’ carrying capacity’’ of mega-cities is satisfied not
‘‘only from their own rural and resource regions but also from ‘dis-
tant elsewheres’ . . . In other words, they ‘import’ sustainability’’
(Roseland, 1992: 23). Furthermore, the ‘‘ecological footprint’’ of
large mega-cities increasingly crosses national as well as municipal
borders, reinforcing the interdependence of national economies.

One implication of this ‘‘irreversible globalization of national
economies through networks of cities,’’ is that any change in the
global economy will be felt not simply within the global cities system
in advanced industrial nations but also in the mega-cities of the
third world, to the extent that these cities are linked internationally
(CEDARE, 1994: 3). Such links include flows of people, goods, capi-
tal, and information as well as institutional, cultural, and political
interactions over time. The nature and extent of such interactions
determine the position and role of cities within global and regional

Table 10.1 Population size and percentage increase: World, more developed

regions, less developed regions, and Muslim countries, 1995–2025

Estimated population

1995 2025

Area
No.
(million) %

No.
(million) %

% increase,
1995–2025

World 5,759.3 100.0 8,472.5 100.0 47.1
More developed regions 1,244.2 21.6 1,403.3 16.6 12.8
Less developed regions 4,515.1 78.4 7,069.2 83.4 56.6
Muslim countriesa 1,130.0 19.6 1,779.2 20.9 59.3

Sources: United Nations (1993) and US Census, as reported in Funk & Wagnals (1995).
a. Does not include countries where the Muslim population is a significant minority (e.g. in

China, India, Russia, the Philippines, and several African countries).
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systems, and can be assessed not only by the obvious direct impacts
of such interactions but also by the local responses to problems
caused by rapid transformations.

Islamic cities in the world system

Urbanization of the currently Muslim countries dates back to such
ancient civilizations as those of the Indus Valley, Mesopotamia,
Persia, and the Nile Valley. Currently, 7 of the 30 largest cities in the
world are in Muslim countries (see table 10.2). These are Cairo,
Istanbul, Tehran, Karachi, Lahore, Dhaka, and Jakarta. Although
smaller in size, Algiers, Alexandria, Baghdad, Casablanca, Dam-
ascus, Riyadh, and Tunis round-up the dozen or so cities that in effect
constitute the top layer of the Islamic world’s city system. This urban
system serves a Muslim population that was estimated at about 1.25
billion in 1995, and accounts for over a fifth of the world’s total popu-
lation. It is projected that the population of these cities will increase
by some 59 per cent by the year 2025, to over 1.75 billion, or about 21
per cent of the world population. That is, Islamic countries will have
more people than all the developed countries combined. Muslims
currently constitute the predominant religious group in at least 45
countries (fig. 10.1). Of the world’s large cities of 1 million or more
population, 46 are Islamic cities accounting for an estimated total of
144 million people in 1995 and a projected 173 million in the year
2000 (see table 10.3, fig. 10.2).

The development of Islamic mega-cities

The fortunes of the largest Islamic cities are closely tied to those of
their countries. In fact both Egypt and Cairo are referred to by the
same name (Misr) not only in colloquial Egyptian but in most Arab
countries as well. Not only are these cities the major economic,
political, and cultural centres of their countries but they are also the
gateways for most of their global interactions, and to the rest of the
world they are in effect synonymous with them. Many of these mega-
cities pre-date the formation of their countries as currently consti-
tuted, and even pre-date Islam.

The seven mega-cities cited above continue to exhibit a high
degree of primacy over their systems. For example, the population of
Jakarta is estimated to be 3.7 times that of the second-largest city
Bandung; Tehran, 3.0 times that of Mashhad; Dhaka, 3.0 times that of

Islamic cities in the world system
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Table 10.3 Total population, percentage Muslim, and large cities (1B million in

1995) in countries where Muslims constitute the largest religious group

City’s
population
(million)

Country

Estimated
population,
1995
(million)

Percentage
Muslim

Large cities
(1þ million) 1995 2000

Europe

Albania 3.4 70.0 –
Bosnia/Hercegovina 4.6 40.0 –
Turkey 62.0 98.0 Istanbul 7.8 9.3

Ankara 2.8 3.2
Izmir 2.2 2.5
Adana 2.0 2.4

Africa

Algeria 28.6 99.0 Algiers 3.7 4.5
Chad 6.4 44.0 –
Djibouti 0.5 94.0 –
Egypt 58.5 94.0 Cairo 9.7 10.8

Alexandria 3.6 4.0
Eritrea 3.2 50.0 –
Gambia 1.0 90.0 –
Guinea 6.7 85.0 Conakry 1.5 2.0
Libya 5.4 97.0 Tripoli 3.3 4.0
Mali 10.8 90.0 –
Mauritania 2.3 100.0 –
Morocco 28.3 99.0 Casablanca 3.3 3.8

Rabat 1.6 1.9
Niger 9.1 80.0 –
Nigeriaa 126.9 50.0 –
Senegal 8.4 92.0 Dakar 2.0 2.4
Somalia 10.2 99.0 –
Sudan 29.0 70.0 Khartoum 2.5 3.0
Tunisia 8.9 98.0 Tunis 2.1 2.4
Western Sahara 0.3 n.a. –

Asia

Afghanistan 23.2 99.0 Kabul 2.1 2.6
Azerbaijan 7.7 85.0 Baku 1.8 1.9
Bahrain 0.6 100.0 –
Bangladesh 128.3 83.0 Dhaka 8.8 11.5

Chittagong 2.9 3.8
Brunei 0.3 63.0 –
Gaza/W.Bank 0.7 n.a. –
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Table 10.3 (cont.)

City’s
population
(million)

Country

Estimated
population,
1995
(million)

Percentage
Muslim

Large cities
(1þ million) 1995 2000

Indonesia 201.5 87.0 Jakarta 11.2 13.4

Bandung 3.0 3.6
Surabaja 2.8 3.4
Medan 2.3 2.7
Semarang 1.5 1.8
Palembang 1.5 1.8

Iran 66.7 95.0 Tehran 7.5 8.7

Mashhad 2.5 3.2
Tabriz 1.8 2.2
Isfahan 1.8 2.2
Shiraz 1.5 2.0

Iraq 21.2 97.0 Baghdad 4.5 5.1
Jordan 4.8 92.0 Aman 1.2 1.5
Kazakhstan 17.3 47.0 Alm-Ata 1.3 1.4
Kuwait 1.6 95.0 Kuwait City 1.0 1.1
Kyrgyzstan 4.7 70.0 –
Lebanon 3.0 70.0 –
Malaysia 20.1 n.a. Kuala Lumpur 2.1 2.5
Oman 1.8 75.0 –
Pakistan 135.0 97.0 Karachi 9.8 11.9

Lahore 5.0 6.1
Faisalabad 1.9 2.3
Peshawar 1.7 2.1
Gujranwala 1.6 2.1
Rawalpindi 1.3 1.6
Multan 1.2 1.5

Qatar 0.5 95.0 –
Saudi Arabia 17.6 100.0 Riyadh 2.6 3.3

Jeddah 1.5 1.8
Syria 14.8 90.0 Damascus 2.1 2.9

Aleppo 2.2 2.7
Tajikistan 6.0 90.0 –
UAE 1.8 96.0 –
Uzbekistan 22.6 95.0 Tashkent 2.2 2.4
Yemen 13.9 95.0 –

Source: United Nations (1991); Robinson (1982); Funk & Wagnals (1995).
a. Although Nigeria’s predominant religion is Islam, Muslims are concentrated in the north,

and the largest cities with a majority Muslim population (Kano, Sokoto, and Kaduna) are
smaller than 1 million in population size.
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Chittagong; Istanbul, 2.8 times that of Ankara; and Cairo, 2.7 times
that of Alexandria. However, the degree of concentration of national
urban populations in these cities has recently been on the decline (see
table 10.4). The degree of primacy of Istanbul seems to have peaked
the earliest (in the 1950s), followed by Jakarta (1960s), and Tehran
and Cairo in the 1970s. Karachi and Dhaka seem to have just peaked
in the 1990s. However, Cairo and Dhaka continue to house more
than a third of their nations’ urban populations. These cities’ primacy
has been, at least in part, due to their role as the primary nodes of
global interaction. They are the location of the most important or the
only international airport and, in the case of Istanbul, Karachi, and
Jakarta, the major seaport. They are also the cultural hubs and the
major centres of industry, business, and finance as well as, in the case
of capital cities, administration. The most sophisticated people and
technology (particularly in communication and information systems)
are concentrated in or around these cities.

The degree of concentration of population in the largest cities
seems to increase with the extent of government centralization (Cairo
and Tehran) and with greater overall population density (Cairo and
Dhaka). Although the rates of population growth of all the cities
have slowed down considerably since 1980 (see table 10.5), they are
still growing rapidly. Of all the major Islamic cities, the Asian cities
(Karachi, Dhaka, and Jakarta) continue to be the fastest growing,
and are all projected to top 17 million by the year 2010. Although
Dhaka’s population growth rate has declined considerably, from a
high of 8.4 per cent in the 1960s, it is still by far the fastest growing of
all Islamic mega-cities, at an annual rate of 6.0 per cent. Dhaka is also
one of the world’s poorest and least-developed mega-cities (United
Nations, 1987).

Table 10.4 Population of the mega-city as a percentage of its country’s national

urban population, 1950–2010

City/Country 1950 1960 1970 1980 1990 2000 2010

Cairo/Egypt 37.1 37.8 38.2 38.2 37.5 35.8 33.4
Istanbul/Turkey 24.5 21.3 20.5 22.6 19.1 18.3 18.1
Tehran/Iran 22.8 25.5 27.6 26.0 20.1 17.6 16.4
Karachi/Pakistan 14.9 16.7 19.1 20.1 21.0 20.3 18.9
Dhaka/Bangladesh 23.7 24.5 29.6 33.0 35.2 34.8 32.7
Jakarta/Indonesia 14.8 19.1 19.1 17.9 17.4 16.8 15.8

Source: United Nations (1993).
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The Islamic world city subsystem

Many of the current major Islamic cities served as seats of extensive
empires at different points in their history. Damascus was the centre of
the expanding Islamic world under the Omayyads in the seventh and
eighth centuries, when Islam spread from China to Spain. Baghdad
was the seat of the Abbasid caliphate from A.D. 730 to 1258. Cairo
was the capital of the Fatimite dynasty, which ruled North Africa,
Syria, Palestine, and the Hejaz (Arabia) from A.D. 909 to 1171. Con-
stantinople, which was the centre of the Byzantine empire, became
the capital of the Ottoman empire, and was renamed Istanbul in
1453. Two other Muslim empires coexisted with the Ottomans around
1700, one in India (the Mogul empire) and the other in Persia (the
Safavid empire).

Islamic cities of the Middle Ages (Mecca, Damascus, Baghdad,
Istanbul, Cairo, Alexandria, Isfahan, and Delhi) flourished with the
great expansion of Islamic civilization as an interconnected world city
subsystem in the pre-modern era. They were connected primarily by
caravan and maritime routes. Most great cities originated as ports on
the sea (e.g. Istanbul, Casablanca, Alexandria, Beirut, Jeddah, and
Karachi) or along rivers (Cairo and Baghdad) and were well con-
nected by maritime routes. In modern times, however, advances in
transportation, aviation, and telecommunications technology gave
interior cities that had been relatively isolated (e.g. Riyadh, Tehran,
and Ankara) instant international access, visibility, and a role in the
world system by connecting them into the international web. Aviation
and telecommunications infrastructures are becoming defining ele-
ments in any city’s world status and ability to assume leading roles in
international business and finance (Bugliarello, 1994).

The predominant factor unifying the Islamic world city subsystem

Table 10.5 Average annual rate of growth of the Muslim mega-cities (%)

City 1950–1960 1960–1970 1970–1980 1980–1990 1990–2000

Cairo 4.3 3.6 2.6 2.7 2.7
Istanbul 4.8 4.7 4.6 4.1 3.6
Tehran 5.9 5.6 4.4 2.9 2.3
Karachi 5.9 5.2 4.6 4.4 4.1
Dhaka 4.3 8.4 7.8 7.0 6.0
Jakarta 3.4 3.4 4.2 4.4 4.0

Source: Chen and Heligman (1994: 26).

Islamic cities in the world system

243



continues to be Islam itself. All Muslims around the globe still face
Mecca in their five daily prayers and, as the technology and safety of
travel improve, they flock in greater numbers every year to that holy
city for Hajj (pilgrimage) and Umrah visits. The number of visitors
exceeded 2.5 million in 1983, and they pumped more than US$1
billion into Mecca’s economy, which constituted more than a third of
its annual consumer spending. Hajj is becoming a truly global event
without parallel, drawing the community of believers (Umma) ‘‘from
all major world regions and most cultural, racial, and national back-
grounds’’ (Toulan, 1993: 38). It is the greatest global face-to-face
gathering and expression of unity.

Other measures of unity of the Islamic city system include the
multinational organizations and political movements that link the
Muslim world. The Organization of Islamic Conference, head-
quartered in Jeddah, has the welfare of Muslims around the world as
its primary focus. It often rotates its meetings among different cities
in member states. The League of Arab Nations, headquartered in
Cairo, is concerned not only with political questions but also with
issues of trade, foreign aid, and economic development. Its concerns
often extend to other Muslim countries. The Gulf Cooperation
Council headquartered in Riyadh was established in 1981 to provide
a framework for common actions for the Gulf oil countries in the
face of the Iran/Iraq war. Finally, the Kuwaiti Fund for Development
was created to provide aid for economic development to Arab and
Muslim countries.

That sense of community (Umma) in Islam, based on faith rather
than on kinship (Galantay, 1987), also manifests itself as an important
unifying force at the grass-roots level in popular movements ranging
from concern for the plight of the Palestinians to the political orga-
nization of the Muslim Brothers founded in Cairo in 1928. As a reli-
gious movement, the Muslim Brothers initially focused on educa-
tional, social, charitable, and religious work and engaged in some
economic enterprises. Through a tumultuous history of conflict and
appeasement with governments, particularly in Egypt, the Muslim
Brothers movement spread into other Arab countries and beyond,
and gained moral and material support at different times from conser-
vative Muslim regimes, including the Saudi and Iranian monarchies
(Lewis, 1993). The Muslim Brothers’ experience spawned several
other organizations in different countries. Several of these were more
militant but most played a significant role in community development.

Economic linkages have once more become extremely important
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with the advent of oil riches in the Muslim countries of the Middle
East. The consequent upsurge in employment opportunities, particu-
larly in construction, resulted in some of the largest migratory labour
movements in post-war history. Although Muslim labour has moved
in great numbers to the West (estimated at 1.3 million in 1977,
including a third of a million Algerians in France and half a million
Turks in Germany; Miller, 1981), labour moved in even greater
numbers to the oil-rich but labour-poor Arab countries (Libya, Saudi
Arabia, Iraq, and the Persian Gulf region). Migrant workers repre-
sented one-third of their labour force, or 4.5 million, in 1985 (Osman,
1987). They come primarily from the heavily populated poorer
countries (Egypt, Pakistan, Bangladesh, Malaysia, Yemen, and the
Palestinian West Bank and Gaza) (see table 10.6). Labour comes also
from far-off Muslim communities in Africa or the Philippines, as
well as much smaller numbers of non-Muslims from Korea and the
West. This movement resulted in major transfers of resources in both
labour and remittances.

In addition to the circulatory movements of migrant labour, the oil
riches also resulted in movements of regional capital and tourists that
further connected the Muslim city system. Branches of major Arab
banks were opened in almost all major Arab cities. Bahrain took over
the function of being the Arab world’s financial centre from Beirut
after the outbreak of the Lebanese civil war in the mid-1970s (Pep-
per, 1991). Arab real estate investments, which traditionally went
to Beirut, promptly shifted to Cairo and other cities, as did Arab
tourism. This is evidence not only that there are interactions in the
Islamic city system but also of the substitutability of locations within
it, particularly in its Arab component.

Players on the world scene

Thus far we have discussed the interactions within the Islamic city
system itself. However, in the new globalism, cities, rather than
nation-states or regions, are becoming the global nodes of inter-
action. Thus specific cities that are well connected in transnational
information and exchange networks are likely to play multiple roles
in national, regional, as well as global city systems. In order to assess
the role that major Islamic cities play in the world system, and con-
versely the impact of globalization on them, we inevitably have to
focus our investigation on a few cities.

We focus on the three mega-cities that have recently been most
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visible on the world scene, namely: Cairo, Istanbul, and Tehran.
Cairo plays a central role in both the Arab and Muslim worlds in
addition to Africa. It is the seat of the League of Arab Nations, and
the Islamic world’s bridge to Africa. Istanbul has been the most lib-
eralized and Westernized major Muslim urban centre, at least up to
now, and is literally the link between Europe and Asia and between
the Muslim world and the West. On the other hand, Tehran spear-
headed the only successful Islamic revolution in recent history and
continues to advocate a non-Western approach to development based
on Islamic teachings and values. It acts as both a role model and a
proactive participant in Islamic revival movements and in resistance
movements in the region.

These three cities also represent the diverse emerging currents of
religious, civic, and urban developments in the Muslim world. They
embody the diversity of the ethnic and cultural roots of Islam: Arab/
African, Byzantine/Ottoman/European, and central Asian/Persian
cultures and empires. Three of the largest Islamic cities – Dhaka,
Jakarta, and Karachi – certainly deserve a detailed analysis of their
own, which would require another paper.

Cairo at the crossroads

Cairo has been the capital of Egypt for over 1,000 years. Its roots
actually go further back to the Arab invasion of Egypt in the seventh
century. It served as the capital of the Fatimite and Ayubide dynas-
ties (A.D. 969–1254), which expanded Cairo’s influence greatly under
Salah el-Din, over Syria, Palestine, and the Hejaz. Later Cairo was
a principal provincial capital under the Ottoman empire. Since its
establishment in the tenth century, Cairo has been a major crossroads
for trade between the East and the West, particularly prior to the dis-
covery of the Cape of Good Hope and the building of the Suez Canal.

At an estimated metropolitan area population of over 14 million in
1994 and a projected 17 million for 2000, Cairo is the largest metro-
politan area in the Arab world, Africa, the Middle East, and the
Islamic world (fig. 10.3) (Hassan and Atta, 1994; United Nations,
1990). As such it commands an important role in multiple and over-
lapping world city subsystems: African, Arab, Mediterranean, and
Islamic. Khedive Ismael (1863–1879) sought to make Cairo a Euro-
pean city (Ibrahim, 1987). Since then and through the colonial period
(British Occupation: 1881–1956), large numbers of foreigners from
Europe settled in Egypt, mainly in Cairo and Alexandria. Much of
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modern Cairo (complete with European-like suburbs such as Garden
City, Zamalek, Heliopolis, and Maadi) was built during that period
by European companies and according to European plans.

Fig. 10.3 Cairo urbanized area (Source: adapted from General Organization for

Physical Planning, The Greater Cairo Plan, Cairo, 1992)
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After a period of experimentation with Arab socialism and public
sector centralized planning, Egypt adopted an ‘‘open door’’ policy in
the mid-1970s, designed to attract foreign investments. In addition,
Egypt liberalized property laws to allow foreigners to own land.
There were major increases in foreign assistance to the tune of US$5
billion a year (particularly from the United States following the 1979
Camp David accords). Workers’ remittances from migrant labour in
the Arab countries amounted to another US$5 billion in 1992 (see
table 10.6). Over 3 million tourists brought in US$2.3 billion in for-
eign currency. In 1992, tourism revenue was more than twice as much
as the revenue from the Suez Canal (US$1 billion), and almost as
much as that from oil (US$3 billion) (El-Masry, 1992; UPS, 1994).2

Cairo became home to the world’s largest American embassy, the
largest AID mission, and a large number of branches of US multi-
national corporations, including GM, Coca-Cola, IBM, AT&T,
John Deer, and Colgate. American fast food franchises multiplied
in numbers, including KFC, Pizza Hut, and, at the last count, 25
McDonald’s. Cairo is also home to branches of several international
financial institutions. As mentioned above, tourism increased rapidly,
accounting for the largest foreign exchange earnings after the oil
revenues. Almost 44 per cent of the tourists in 1990 were from the
Arab countries (Hassan and Atta, 1994).3 Thus Egypt and Cairo have
become greatly dependent on infusions of foreign assistance and
vulnerable to the political whims of the West (Krooth and Moallem,
1995).

During the past 20 years, trade imbalances and the national debt
multiplied and inflation became rampant, generally in double digits
as high as 35 per cent. Disparities in income and in quality of life
between the rich and the poor increased greatly. Eighty per cent of
the ‘‘new millionaires’’ of Egypt live in Cairo, and at 200,000 con-
stitute barely 5 per cent of the city’s population but receive 50 per
cent of its income (Sobhi, 1987: 237). On the other hand, it is esti-
mated that 23 per cent of Egypt’s population live in ‘‘abject poverty,’’
20 per cent of the labour force are unemployed, and another 20 per
cent underemployed (Krooth and Moallem, 1995). The infusion of
capital and remittances into housing drove land prices and construc-
tion costs in Cairo to unprecedented levels. Land values multiplied
10 times and construction costs five times between 1975 and 1982
(TAKAA, 1984: 97). Thus there was a disproportionate increase in
the supply of luxury housing, while squatters and those living in old
cemeteries multiplied at least four times. Poverty-stricken districts
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function like inward-looking cities unto themselves and house large
populations, of up to 1 million in the case of Imbaba, primarily in
informal housing.

Despite the fact that Cairo now has a relatively clean and well-run
subway system, the number of private vehicles has been rapidly
increasing at 17 per cent per annum, resulting in major congestion.
Uncontrolled emissions from autos and industries (Cairo continues to
be Egypt’s primary industrial centre with 36 per cent of its manu-
facturing labour) contributed to worsening air pollution. Cairo is now
second only to Mexico City as the most polluted capital city in the
world (United Nations, 1990; Hassan and Atta, 1994).

All these problems notwithstanding, Cairo continues to be seen as
the cultural centre of the Arab world, especially in terms of popular
culture (Theroux, 1993), and is also the seat of a number of African
economic, political, sporting, and social organizations. Egypt has
been elected as head of the Organization of African Unity several
times (twice in the past decade), and such functions are obviously
located in Cairo. Cairo also continues to assume a primary responsi-
bility for Islamic education through Al-Azhar University, which hosts
a large number of foreign students and scholars from Islamic coun-
tries. Cairo attempts to maintain a leadership role in the Islamic
world by steering a fine course between tradition and modernity,
while suppressing those who are calling for either a Western-style
democracy or an Islamic state. As a result, Egypt and Cairo are cur-
rently the scene of major civic and religious conflicts.

Istanbul’s secularization

Founded around 667 B.C. as Byzantium by the Greeks, Istanbul has
had a long history as the capital of three states: the Byzantine empire,
the Ottoman empire, and the Turkish Republic. The present city,
initially named Constantinople, was consciously created by Con-
stantine the Great to be a world centre, which grew to be the largest
city in medieval Europe with over 1 million inhabitants. It is the only
city in the world that straddles two continents (Asia and Europe)
across the Bosporus (Danielson and Keles, 1985) (fig. 10.4). This link
is clearly not only geographic but social, cultural, and political as well.
Istanbul’s links with Europe greatly enhanced its economic domi-
nance in the nineteenth century, and its development was strongly
shaped by the influx of Europeans, their businesses, ideas, lifestyles,
and foreign capital.
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Fig. 10.4 The expansion of the Istanbul metropolitan area (Source: Noe, 1991)
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The reform movements in Turkey started with the Tanzimat

(reorganizations) towards equality in the mid-1800s. This continued
through the Young Turks’ pressures for modernization through
Westernization at the end of the nineteenth century. It culminated
with the Kemalist reforms in the 1920s, which established secular
laws based on Western models, as well as a new capital, Ankara, in
the interior. Turkey is the only officially secular country with a nearly
98 per cent Muslim population. It is one of only two Muslim countries
(the other is Tunisia) that has replaced the Islamic Shariah personal
status laws with a gender-equitable civil law code (Moghadam, 1993).
It has had a functioning multi-party competitive democratic system
since 1946, which provides a great leverage and voice to the urban
population, particularly squatter residents. Turkey’s democracy, how-
ever, has not been without turbulence (Danielson and Keles, 1985).

Though no longer the capital, Istanbul has regained its status as the
premier cosmopolitan centre of Turkey. It is the largest port and the
largest industrial centre (with a population of over 8 million). It is
also the centre for intellectual, cultural, commercial, and tourist
activities as well as the preferred residence of the members of the
élite in modern Turkey. Istanbul’s metropolitan area accounts for
only 10 per cent of the population, but is home to 45 per cent of all
industry, 40 per cent of all commerce, 24 per cent of all vehicles, 25
per cent of all transportation and communications activity, 44 per
cent of the country’s hotel rooms, and one half of Turkey’s uni-
versity students. It is the home of the Istanbul Technical University
and School of Design, a major regional centre of higher education
(Danielson and Keles, 1985). Istanbul hosted the second major
international UN Conference on Human Settlements, Habitat II, in
1996.

Turkey often classified itself as part of Europe and eventually
joined NATO. An extensive highway system and the Bosporus
bridge facilitated greater flows of commerce and goods through the
metropolis. The area expanded greatly on both sides, with about two-
thirds of the population, the business centre, and financial and trade
activities on the European side, and most heavy industry and squatter
settlement on the Asiatic side. Nearly two-fifths of Istanbul’s pop-
ulation are housed in gecekondus (literally, housing ‘‘thrown up
overnight’’), which occupy marginal and publicly owned land.

Recent plans have focused on: the construction of the second
Bosporus bridge (1985), the metro project, a world trade centre,
another harbour, and five big tourist hotels, along with a host of other
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environmental and infrastructure projects (IEMB, 1988). Istanbul
retains its strategic importance by virtue of its location on the
Bosporus, which provides the only access to the Mediterranean for
Russia, Ukraine, Bulgaria, and Romania, among others. Land traffic
across the Bosporus is also intense (Noe, 1991). This gives Turkey,
and Istanbul, a pivotal role in the emerging geopolitical changes in
the Black Sea and the Balkan regions.

Tehran under the Islamic regime

Tehran, like other major capitals of Iran, was located along the
famous Silk Route of the ancient world linking China with the Syrian
port of Antioch on the Mediterranean (fig. 10.5) (Kheirabadi, 1991).
Though not Iran’s oldest or most religiously revered city, Tehran
consolidated its grip on the country. By the 1970s, Tehran had 54.5
per cent of all telephone services, 52.9 per cent of all banking units in
the largest cities, and 82.7 per cent of all nationally registered com-
panies. In addition, it had 60 per cent of the national employment in
wholesale and 40 per cent in retail, 41 per cent of all insurance com-
panies, and 47.2 per cent of all investment in construction activities
(Amirahmadi, 1995).

Like Turkey and Morocco, Iran’s Westernization started early in
the twentieth century. Reza Shah (1925–1941) decided to modernize
major cities by simply driving major networks of long straight roads
through the heart of the traditional city (Clark, 1980).4 In the 1950s
the ‘‘CIA undercut the plebiscite putting Mosaddeq in power, picking
the shah of Iran to replace him’’ (Krooth and Moallem, 1995: 125).
The Shah dutifully aligned himself with the West and embarked on a
road of élitist modernization of Iran and globalization of Tehran. By
the late 1970s, hundreds of foreign companies were operating in Iran,
located primarily in Tehran, in all fields including communication,
transportation, computers, and banking.5 Iran’s modernization under
the Shah was both alien and authoritarian.

Thus, the Islamic revolution in 1979 was a revolution against
political repression, extreme economic inequality and deprivation,
Westernization, and perceived Westernized decadence.6 It was a
move towards Islamism in its unadulterated form. Long after the
revolution, however, the bazaar and the neighbourhoods around it
continue to be the focus of the traditional city and of the poor. The
wealthy still inhabit the higher neighbourhoods and, like their
counterparts in Cairo, frequent the expensive restaurants where a
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family can spend 50,000 rials for one supper, which is a month’s wage
for the average person.

Following the 1979 revolution, Iran’s, and by implication Tehran’s,
international connections took on a major regional focus, partly
because of the severing of relations with the Western sources of cap-
ital, particularly from the United States, partly as a result of the
Afghan war and the break-up of the Soviet Union, and partly from
the desire to become a regional power in central Asia, the Islamic
world, and the Persian Gulf. Currently the Iranian government’s
budget includes an official allocation for the Palestinian resistance
movement, and unofficially it helps movements in Lebanon, Afghan-
istan, and the Sudan.

The headquarters of the Economic Cooperation Organization
(ECO) is in Tehran,7 and Iran plays an important role in the Caspian
Sea Organization (Iran, Azerbaijan, Russia, Kazakhstan, and Turk-
menistan), and in OPEC. A railroad linking Iran’s northern borders
with the Persian Gulf has finally made the Gulf accessible to the
Russian and Central Asian republics. Iran is home to some 4 million
Afghan, Kurd, and Central Asian refugees. Another million or so
Afghan seasonal migrant labourers come to Iran for temporary work,
and young Iranian migrant workers estimated in the tens of thou-
sands prefer to go to Japan (Neikpour, 1995).

Iran’s efforts to re-establish its global connections have shifted east
to India, China, and Japan.8 Tehran has recently inaugurated what
is described as the largest telecommunications centre in the Middle
East (Neikpour, 1995). The current government has also been
attempting a liberalization and a wider open door policy since 1988.
High government bureaucrats in Tehran routinely receive CNN in
their offices, and an estimated 14 per cent of Tehranians listen to
the BBC. The government sponsors a large number of conferences
and symposia, inviting foreigners from all over the world, including
Iranian expatriates.9

Islamic city roles in a global context

Cairo, Istanbul, and Tehran seem to have already developed major
regional networks of interactions in which they play a pivotal role.
They are likely to strengthen such regional roles in the future and
thus command positions as important second-tier nodes in the global
city system. This scenario is all the more likely because the Arab
countries and Iran (a large part of the Islamic world) control a sub-
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stantial part of the world’s oil reserves, command major capital
resources, and represent significant markets. As the Arab oil
embargo (1973) and the Gulf War (1991) have shown, the world
economies, particularly those of the West, have vital interests in that
important Middle Eastern source of energy.

Furthermore, the Muslim world in general and major Islamic cities
in particular command strategic locations and control major inter-
national transportation links. These include vital oil pipelines and
critical sea, land, and rail routes. For instance, the Suez Canal and the
Bosporus provide strategic maritime links between East and West
and between the Black Sea and the Mediterranean. Also the north–
south railroad in Iran provides crucial access to the Persian Gulf and
the Arabian Sea for Russia and the newly independent Central Asian
republics.

Of the three major Muslim world regional centres discussed above,
Cairo appears to be the most likely candidate for a leading role in the
Islamic world city system, provided that it maintains its relative eco-
nomic openness and religious middle-of-the-road path. This seems to
be in large part a function of Cairo’s ability to resolve transforma-
tional conflicts through local developmental processes. Globalization
in effect sharpens the basic conflict between the old (population),
which embodies ‘‘tradition and Islamic values, indigenous culture and
ways of life, and the new, which is the incarnation of secularism,
modernity, the West, wealth, and power.’’ This is becoming more
dramatic in Cairo with the declining economy and the spreading dis-
illusionment with everything Western (Ross, 1987: 58). The increas-
ing frustration, alienation, and identity crisis fuel the resurgence of
Islamicist movements, which see ‘‘an unholy alliance between the
foreign world and the domestic elite’’ (Ross, 1987: 58), and attempt to
resist widespread moral corruption and breakdown of traditional
institutions (Jawad, 1994).

Local responses

Since there are no predetermined outcomes to the process of urban
restructuring in response to global forces, investigation of restructur-
ing in specific cities should focus more on the process of change
instead of indicators of impacts. Rather than search for unambiguous
evidence of the direction of change – which implies there is a con-
tinuum along which the emergent urban forms have been ‘‘more’’ or
‘‘less’’ achieved – the task becomes to specify what paths away from
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current practice are likely and what affects the probabilities that one
or another of those paths will be followed.

However, in order theoretically to link observations at the micro
level of local development to observations at the macro level of
global processes, what is needed is a multidisciplinary, policy-oriented
approach – a theoretical perspective referred to here as political
ecology.10 Political ecology provides an analytic framework to study
urban restructuring on two levels, namely, the ecological and the
political. The contemporary concept of the city as an ecosystem is
based on a holistic vision of urban life. This view implies that change
in one component of the urban system, say economic restructuring,
resonates throughout the entire system, i.e. as social change, political
reform, and shifts in organized religion. The political ecology frame-
work allows us to explain the broader significance of local rede-
velopment projects by charting the dynamics of the planning and
development process within the urban system. We discuss examples
of local redevelopment projects in Cairo, Istanbul, and Jakarta that
reveal evidence of restructuring in response to globalization, as
viewed from the political ecology analytic perspective.11

Cairo: Cultural Park for Children

The Cultural Park for Children opened in 1990, in Abu al-Dahab, a
poor neighbourhood in the community of Sayyida Zeinab, ‘‘the heart
of medieval Cairo.’’12 Inserted into this congested, derelict set-
ting, the two and half acre park is like an oasis, filled with libraries,
art studios, computer facilities, playgrounds, fountains, and stages.
Monuments surrounding the site inspired the park’s design, a com-
plex arrangement of geometric patterns, but architect Abdelhalim
Ibrahim Abdelhalim relied on the input of local residents to deter-
mine the final layout. Although the design of parks with citizen input
is a common strategy for neighbourhood revitalization schemes in the
West, this approach is still rare in Egypt. At one level, this project is
yet another example of innovation diffusion through the agency of
educated élites. In a larger context, however, we can see the adoption
of this process innovation in Cairo as evidence of a fundamental
change in response to globalization.

The Children’s Park illustrates how communities in Islamic cities,
like other major cities worldwide, seek to accommodate growth and
change in a way that allows continuity with the city’s past. In this
case, the architect developed his proposal for the park around the
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theme of growth, basing the design concept on the spiral form, as a
symbol of growth in nature, and on geometry. The spiral form is
dominant in the local skyline, as there are several historic mosques,
including in the vicinity. Together the spiral and geometric forms
express the integration of the natural and the man-made world – a
development objective now valued worldwide. The scheme also pro-
posed that community residents participate in the planning of the
park. In this way Abdelhalim is clearly influenced by the work of
architect Charles Moore. Moore, an advocate of community involve-
ment in design, has inspired a whole generation of planning and
design professionals, particularly graduates of the University of
California at Berkeley, where he taught, including Abdelhalim, who
studied there. Ironically, popular involvement in design was actually
the traditional pattern for urban growth in Sayyida Zeinab, long ago.

But of particular interest here is the way in which the architect
mobilized popular support to overcome bureaucratic resistance that
threatened to sink the project – a strategy that has been aptly de-
scribed as ‘‘a perfect example of political rather than aesthetic inno-
vation.’’ After his firm won the competition for the commission, gov-
ernment officials kept delaying the signing of a contract. Apparently,
‘‘political interest groups in the Parliament’’ had blocked the project.
Abdelhalim recalls: ‘‘[T]he people in the community, the real sup-
porters of the project, had no contact with either . . . the press [or] the
power structure, which in any case [were] confused about the image
of the project. . . . We realized that we would have to mobilize the
community to get the project moving. . . . The opportunity [to do this]
came when the Minister of Culture [the client] decided to lay the
corner-stone of the project during the National Festival for Children.’’

The architect proposed that a life-size model of the scheme be
built, rather than simply display drawings as is usually done on such
occasions. He also suggested inviting artists to create works to be
performed by local schoolchildren. ‘‘In this way we sought to restore
the age-old function of the building ceremony that had been tradi-
tional in Egypt, from the Luxor Temple and mosque of Ibn Tulun
almost up to the present day.’’ The Minister agreed, and local officials
then quickly contracted schools and artists, and transformed the
vacant lot into ‘‘a fabulous scene.’’ As he reports: ‘‘The children began
to arrive to rehearse . . . while a choreographer . . . worked out the
performance to follow the configuration of the scheme. When they
could not, we changed the . . . arrangement. This happened several
times and each time the scheme was improved. . . . I came actually to
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believe what I had claimed to the Minister, that the great buildings of
Egypt were always the result of ceremony.’’

In this way the traditional event gained new significance, as a way
of stimulating the community’s interest and engaging their active
support for the project. Moreover, it led to the expansion of the pro-
ject to include Abu-al-Dahab Street, symbolically extending the
improvements into the neighbourhood. This was important because,
without the help of local officials, the architect would not have been
able either to stage the ceremony or to overcome bureaucratic resis-
tance at higher levels of government. The completed park is an
apparent success. For example, teachers use the park’s historically
inspired but boldly modern architectural forms to teach children
about the surrounding monuments and local history. And they use
the park’s geometric features to teach al-Khwarazmi’s contributions
to mathematics. In this way, the park is the physical realization of the
architect’s view of tradition ‘‘as a living . . . ‘envelope’ of culture.’’
The most important impact of the park, perhaps, is as a testimony to
the power of civic action to bring about positive change to help
reverse neighbourhood decline, and how the redesign of a vacant lot
can provide a dynamic, imaginative vision of a modern future com-
fortably linked with a proud past.

Istanbul: Community development

In Istanbul, as reported in the New York Times: ‘‘Room by room,
Alawite Muslims in the Gazi Mahallesi district [which is on the
European side of the Bosporus] are building their own community
centre – a cross between a house of prayer, a social club, a funeral
parlor and a neighborhood dining room that can serve 1,000 meals at
a time.’’13 In doing so the Alawite group is following a longstanding
tradition, as the basic organizational units of the cities of the Otto-
man empire were communities formed along religious lines.14 From
Belgrade to Damascus, these communities were linked with the rest
of the city and society at large through locally controlled networks for
the provision of essential services, such as fire protection, police, and
education. Today, the old city centre in Istanbul – where churches,
synagogues, and mosques, medrese and mission schools stand beside
the bazaar and public buildings – provides a glimpse into this way of
life, where diverse groups mingled while maintaining their own cul-
ture. But, as reported in the newspaper, this cemavi, as the Alawite
community centre is called, ‘‘is more than a building. It reflects a
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newly awakened Alawite consciousness that is forcing its way
through the cracks in Turkey’s secular state and that burst onto the
streets in March in several days of violent demonstrations.’’

The awakening of Alawite consciousness coincides with recent
political gains by Sunni fundamentalists in Turkey, where 98 per cent
of the population is Muslim. Alawite Muslims believe in a more lib-
eral version of Islam than the strict Sunni majority. Today Alawites,
who number around 20 million, a third of Turkey’s population, are
relatively free to pursue their way of life, as demonstrated by the
opening of community centres such as the one in Gazi and the pub-
lication of books on Alawite history and culture. But ‘‘they are fully
aware that their freedoms are guaranteed by the state under a secular
system,’’ according to Msutafa Timisi, an Alawite political leader,
who is deputy chairman of the Republican People’s Party. Having
been persecuted by the majority Sunnis during the Ottoman empire,
Alawites are very sensitive to renewed signs of discrimination and
‘‘they are . . . fully aware that if ever a fundamentalist system was
established in Turkey, their rights would be in danger.’’ As a result,
Alawite leaders hope to ensure that secularism remains a central
tenet of the Turkish state, as it has been since Kemal Atatürk
founded the republic 72 years ago.

Recently, however, Sunni Islam has again been on the rise in
Turkey, particularly since the 1980 military coup. The Sunni resur-
gence has reached a point where the leader of the Gazi Mahallesi
district, Newzat Altun, commented: ‘‘We don’t believe that the state
is secular because they finance only one strain of religious thought
while trying to assimilate the rest.’’ Alawite children are required to
learn a Sunni brand of Islam in school, and mosques, which Alawites
do not attend, are built with state money in their neighbourhoods,
staffed by imams whose training was also funded by the state. And
the Alawites, generally considered to be politically tolerant and pro-
gressive, feel they are being forced out of local government jobs,
either because of their politics or because they do not observe Sunni
practices, such as public prayer and, for women, the wearing of veils.

After Sunni fundamentalists won the municipal elections in Istanbul
in March 1994, representatives of the new administration went
directly to the community centre in Gazi, which was then under con-
struction, and challenged its land and building permits. Eventually,
according to the news account, ‘‘City Hall backed off, and con-
struction continued.’’ Soon afterwards, however, a group of gunmen
opened fire on three outdoor cafés on the main street in Gazi
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Mahallesi. When police did not respond promptly, Alawites from all
over the city gathered to march in protest. Police attempting to turn
back the crowds opened fire and, in the end, 34 people were dead.
Huseyin Gulen, a leader of the cultural organization that runs the
community centre, was quoted as saying: ‘‘Before we didn’t feel the
need to react to oppression. But firing bullets is something we could
not accept.’’

The predicament of the Alawites can be understood in the context
of the debate over the future of secularism in Turkey. One dimension
of this understanding is to see the struggle over the community centre
in Gazi as an example of how the pressure for democratization, one
consequence of globalization, builds in a large cosmopolitan Islamic
city such as Istanbul. Here, as in other cities worldwide, the realm of
local development serves as the arena in which this pressure reshapes
the urban environment. The way in which the community resolves
competing claims for control of the use of urban land reflects the
dynamics of social change taking place at higher levels of Turkish
society. And once more we find groups reaching back to traditional
patterns – in this case the neighbourhood organized around religion
for service delivery and local governance – as a model for delegating
a degree of autonomy to subunits in order to accommodate the
coexistence of diverse groups within a crowded urban space and
encourage greater political and religious tolerance.

Jakarta: Kampung greening and cleaning movement

The population of Jakarta grew to an astounding 9.2 million by 1990,
and the city’s metropolitan region now covers an area with a radius of
roughly 70 km, extending from the downtown. Informal settlements
surrounding Jakarta, known as kampungs, lack most municipal ser-
vices and basic infrastructure such as paved roads, adequate drain-
age, and clean water. As a result of the lack of sanitation, frequent
flooding, and overcrowding, the environment of many kampungs has
suffered serious degradation. Yet kampung residents often lack the
resources, organizational capacity, and political clout to improve
conditions in their own neighbourhoods. The Indonesian government
has attempted to address the problems that arise in the kampungs
through centrally planned infrastructure projects. But not only did
local governments and communities have little input in the process of
planning these projects, they also lacked the resources to maintain
them. To make matters worse, as the problems of the kampung grew
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more severe, owing to the continuing growth of the Jakarta metro-
politan region, federal support for municipal infrastructure projects
decreased.

In recent years the federal government has shifted its approach to
the alleviation of the problems of kampungs. Since 1989 the federal
kampung policy is to encourage the private sector and local com-
munities to become more involved in devising local development
activities, in order to promote more sustainable kampung improve-
ments. In support of this new policy, ‘‘various packages of dereg-
ulation and debureaucratization policies have been launched.’’15 But
in order for communities to take more initiative in the development
process, more attention must be paid to building the capacity of local
leaders. The greening programme in the kampung Bidara Cina is one
such local solution that planners hope will serve as a model for wider
implementation throughout Jakarta.16

The Bidara Cina programme is very simple: local community
council members organized and motivated residents to participate in
a gardening and clean-up programme. The programme uses local
resources and has produced immediate results. Community gardening
programmes are commonplace in large Western cities today, but
represent a significant process innovation in the low-income neigh-
bourhoods of Jakarta, which are organized along traditional, hier-
archical lines. In the words of one technical reviewer, it ‘‘transformed
kampung residents from passive recipients of government assistance
to active participants in their own development,’’ thereby giving them
valuable experience in organization and community action. This
involves a substantial change in attitudes, given the local culture, and
the design of new organizational structures in which local residents
assume more responsibility and accountability for improving their
surroundings, without extensive input from the central government.

In 1990, nearly 44,294 people lived in Bidara Cina’s 126 ha, located
along the Ciliwung River. These residents are illegally squatting on
government-owned land and most are extremely poor. The average
per capita income of residents of Bidara Cina is less than half of the
national average. Bidara Cina is divided into 15 community organi-
zations known as Rukun Warga (RW), which consist of approxi-
mately 300–500 households. RW 14, which is situated along the river
bank, is the subject of this report. Frequent flooding, poor sewerage
systems, and insufficient ventilation of the cramped, single-storey
houses make RW 14 a particularly ‘‘dirty, squalid, unhealthy place
to live.’’ In 1992 a joint programme was launched by federal and
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provincial government agencies, focused on greening, cleaning, sani-
tation, and river cleaning. The local council for RW 14 became very
involved in the promotion of the cleaning and greening component of
this government programme, and eventually turned it into a project
that was directed and funded by the community itself. The main
objective of the programme, in which local leaders encouraged resi-
dents to cultivate plants or small gardens in their yards, is to ‘‘develop
among residents habits conducive to creating and maintaining a clean
and green living environment.’’ It is hoped that this involvement
will expand the capacity of the community organization to take on
more complex programmes, such as solid waste management, home
improvements, or riverbank development.

The RW 14 council has been effective in promoting the enthusiastic
participation of residents, as evidenced by the large number of
households willing to spend their own money on seeds. In addition
the council conducted an information campaign, educating the resi-
dents about the importance of proper waste disposal. In doing so, the
chairman of the RW council began to delegate tasks to other council
members, a departure from past practice that helped make the opera-
tions of the council more transparent and accountable. In this way
local leaders opened up the decision-making process and began to
democratize community-based development activities.

The programme in RW 14 was accompanied by extensive
coverage in local newspapers, in an effort to spread the word to other
communities, and a competition for the cleanest area in the district
enhanced the participation of local residents. This publicity resulted
in considerable interest from the leaders of local communities, many
of whom have visited RW 14 with the intention of beginning similar
programmes. In addition, the federal kampung improvement project
will assist the RW 14 council in launching a city-wide ‘‘Kampung
Greening Movement.’’ As the Mega-cities Project report (p. 20)
notes, ‘‘Using Bidara Cina as an example, the Kampung Greening
Movement is also designed to foster a democratized and community-
led process which will eventually provide more comprehensive and
sustainable improvements in low income settlements.’’

As noted in the Mega-cities Project team’s evaluation of the Bidara
Cina greening project (pp. 26–28), this project serves less as a trans-
ferable model than as a successful example of innovation.

The crux of this innovation is the way a traditional community organization,
in this case the community council, took on a new role in the implementa-
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tion of an environmental and developmental project. . . . [T]he government
acted as the catalyst . . . to promote local control and utilize local resources. . . .
The Greening Program in Bidara Cina shows the capacity for develop-
ment often lies within the communities themselves, in already existing, but
underutilized groups. By adopting a new role and becoming community
organizers, these groups can make development a more responsive and
inclusive process, make projects cheaper and more successful, and expand
and strengthen the role of an emerging civil society among the poor.

Conclusion: The future of Islamic cities

In summary, a review of the literature suggests that we can come to
several conclusions about the general phenomenon of urban restruc-
turing in response to global forces. The extent to which these trends
are evident in Islamic cities is directly related to these cities’ linkages
to the regional and global systems through trade and information
flows. First, the globalization of the economy and the emergence of
the ‘‘information age’’ appears to be enhancing the role of the local
community (particularly large cities) as the level at which local eco-
nomic interests coalesce and are best promoted. Secondly, despite
powerful macroeconomic forces and national political constraints that
would appear to undermine local autonomy, there is room for cities
to reclaim control over local development and shape their future en-
vironment. Thirdly, the degree of local autonomy – in many political
systems – appears to be a function of the capacity of local interest
groups to form coalitions and engage in collective action. This is
a cumulative rather than a ‘‘revolutionary’’ process because social
learning is involved. Finally, in order to improve urban conditions,
local communities often find it is easier to undertake redevelopment
programmes than initiatives in other areas of social policy, such as
education or welfare. And the impact of redevelopment projects
often extends, symbolically, well beyond the boundaries of a site. As
Clarence Stone tells us (1993: 24), in an era when many people have
lost faith in planned intervention, redevelopment projects offer
opportunities for change that resonate ‘‘through concrete efforts that
demonstrate how small steps can cumulate into larger moves.’’

In this context we can understand how the redevelopment process
is both shaped by and influences the local outcome of global eco-
nomic restructuring processes. But urban redevelopment in response
to restructuring is an open-ended process – it unfolds differently in
each city. And the changes we observe in Islamic cities cannot be
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characterized as simply the displacement of the traditional fabric by
Westernized forms imposed by modernization. That fact that Muslim
cities have a distinctive flavour and character is undeniable. How-
ever, alongside the symbols of Islamic culture and values, one also
encounters the ‘‘overwhelming imprint of the modern era: unmis-
takable symbols of international architecture, modern transportation
systems, shanty towns and squatter settlements, industrial complexes,
informal markets, and satellite cities’’ (Amirahmadi and El-Shakhs,
1993: 1).

The emerging city-scape is full of complexity and contradiction,
reflecting the complex and contradictory impulses associated with
global forces. For example, on the one hand global restructuring
appears to lead to the dispersal of activities, while on the other hand
the process reinforces existing hierarchies and patterns of accumu-
lation. Nevertheless, we can make some generalizations about the
way in which the process is evolving in Islamic cities, which resembles
similar patterns observed in the United States and Europe. For
example, there appears to be a convergent emergence of similar
organizational and process innovations to achieve mobilization of the
non-government sector and democratization of local government. In
every major city, we see the rise of civil society as a major social actor
in local planning and governance. Moreover, we find progressive
responses to redevelopment challenges occurring first and most
robustly in the marginal neighbourhoods of diverse and dynamic
cities, where a variety of other innovations are taking place and
where the pressure for change is greatest.

To the extent that Islamic cities seek to preserve their introverted
nature, vis-à-vis the global system, the visible evidence of restructur-
ing may be hard to detect, as a function of the controlled flow of
information into and out of those places. But we have seen that the
sheer growth in the size of major Islamic cities, and the consequent
added complexity of the structure of metropolitan regions, trigger
seemingly universal patterns of change, such as decentralization and
the need for greater autonomy for administrative subunits. And
although large Islamic cities may be able to prevent or delay the
superficial impacts of globalization – in terms of physical forms and
patterns of consumption – we have seen that the most important
impact of globalization has been the opening up of the decision-
making process involved in local development. In other words, the
process of urban restructuring in response to globalization appears to
be irreversible, even if the outcome is not predetermined.
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Notes

1. Remarks made during a lecture at Rutgers University, 1995.
2. According to Egyptian sociologist Saad El-din Ibrahim (1987), 300 new nightclubs opened

in Cairo in the 1970s, double the number built over the previous 20 years. This was very
likely a response to the demise of Beirut’s entertainment role in the Arab world, and was
made possible by the new open door policy in Egypt.

3. An invasion of Cairo by Russian ballerinas-turned-belly-dancers was reported by the New
York Times (9 June 1995). As foreigners, such dancers are not subject to the moral dress
code and performance restrictions that Egyptian dancers are, and thus attract more tourists.

4. Traditional Iranian cities have been greatly influenced by Islam, particularly its Shiite
branch. The importance, arrangement, interaction, and use of major public buildings are
determined by their religious function, and are usually integrated within the bazaar. The
bazaar is an integral part or even the heart of Iranian cities. It usually includes the main
Friday Mosque and other religious institutions, forms all or part of the main street, and ‘‘is
the focus of public life as the major commercial centre, it is also the centre of social, cul-
tural, recreational, religious, and political activities’’ (Kheirabadi, 1991: 49).

5. There were 25 to 30 companies in communication, 12 in computer services, and 45 suppliers
of transmission and distribution equipment. These included General Electric, Honeywell,
Westinghouse, General Telephone Electronics, and General Motors. In addition to General
Motors there were nine other Swedish, German, Japanese, and American automobile
licensing and assembly operations. In banking, some 40 foreign banks, including Chase
Manhattan and Citibank, had major branches in Tehran (Amirahmadi, 1995).

6. According to Galantay (1987: 15), the ultimate irritant that triggered the riots against the
Shah was the ambitious business project of Shahastan Pahlevi to be built on Shah’s family
land on the hills north of the city and supplied with a subway and modern infrastructure at
public cost. It would have brought a tremendous windfall for land owners in the area. Such
‘‘accumulation of excessive profit is contrary to the egalitarian and charitable principles of
Islam’’.

7. The ECO was initially founded by Iran, Pakistan, and Turkey as the Regional Cooperation
for Development in 1964. After the collapse of the Soviet Union, the ECO was joined by
Turkmenistan, Uzbekistan, Kyrgyzstan, and Tajikistan, and in 1993 by Afghanistan. The
ECO decided to establish a trade and development bank in Turkey, an insurance company
in Pakistan, and shipping and airlines in Tehran. It has an observer status with the United
Nations (Neikpour, 1995).

8. International corporations that currently have branches in Tehran include Sony, Panasonic,
National, Phillips, AEG, and Caterpillar.

9. An estimated 1.5 million relatively affluent Iranians live abroad, mainly in the West
(Amirahmadi, 1995).

10. A concept proposed by Ellen Shoshkes, as described in several unpublished papers includ-
ing ‘‘Political Ecology of Community Based Housing’’ presented at the ACSP annual con-
ference, 1994, Phoenix, AZ.

11. The examples are drawn from recent publications and news articles, as noted.
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12. Description of the Cultural Park for Children and all quotations in the text from Steele
(1994: 29–32).

13. This example is based on an article by Celestine Bohlen, ‘‘A Sect of Muslims Feels Funda-
mentalist Threat,’’ New York Times, 3 June 1995, p. 2, except where otherwise noted. No
other citation will be provided.

14. Turkish national promotional brochure.
15. This account is based on the text of the case-study of Jakarta, as included in Janice Perlman

et al., ‘‘Manuscript Outline, Case Study Abstracts, Analytic Abstract,’’ Urban Environ-
ment–Poverty Case Study Series, Mega-Cities Project, working document for the United
Nations Development Programme, New York, 1994. No other citation will be provided.

16. The Mega-Cities Project examined the critical relationship between human activity at the
community level and the sustainability of metropolitan environmental policy in the world’s
largest cities. Case-studies included the Bidara Cina greening project in Jakarta, the source
for this example.
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Cairo as a world city: The
impact of Cairo’s orientation
towards globalization

Mahmoud Yousry, Tarek Abu-Zekry, and Ahmed M. Yousry

Introduction

Since the early 1970s, the world has been witnessing a continuous
process of global transformation resulting in the international divi-
sion of labour between developed and less developed countries. This
transformation has been accelerated by keen competition among
multinational and transnational corporations at the global level. As
the life of new products became shorter and the cost of research and
development increased, the only way to recover costs and ensure
continuity was to establish larger markets for consumption and/or
production. Multinational corporations moved towards globalization
‘‘by locating each phase of the new global enterprise where it is eco-
nomically best to locate. They develop world-class resources that can
supply global demand; they locate each particular manufacturing
operation wherever in the world it is most economic to do so; they
market products wherever in the world there is a significant demand;
and they manage the entire operation where it is best to manage’’
(Harper, 1990: 29). To facilitate this process, multinational and
transnational corporations directed their efforts to extend communi-
cations and transportation networks, to cultivate production and ser-
vices technologies, to ease capital and skilled labour flows among
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countries, and to develop sophisticated management systems (Peet,
1987; Smith and Feagin, 1987; Knight and Gappert, 1989; Haggard,
1990; Amirahmadi, 1990, 1991; Lipietz, 1992; Sayer and Walker,
1992).

The globalization process has resulted in the relocation and
migration of many production and service activities from developed
countries to new markets throughout the world. For many govern-
ments in less developed countries (LDCs) the globalization process
offered an opportunity to recover their budget deficits and lead their
development on the basis of an export-led strategy. Governments
have been working on the formulation of the appropriate political,
economic, and legislative contexts to attract global, market-based
production and consumption activities. In addition, governments have
promoted national and international industrialization and capitalist
development. This welcome response to the needs of capital has
reshaped the structure of national economies and their relationships
to the world economy (Jenkins, 1984).

Because of its strategic situation in the Middle East as well as its
leadership of both the Islamic and Arab worlds, it was inevitable that
Egypt would be affected by, and attracted to, the globalization pro-
cess. During the past two decades Egypt has been going through
structural economic, political, and legislative transformations to cope
with globalization requirements. Economic reforms, initiated by Pres-
ident Sadat’s open door policy (1974) and prescribed by both the
International Monetary Fund (IMF) and the World Bank, dealt with
problems associated with capital formation, aimed at rectifying inter-
est and exchange rates, and insisted on privatization and cutting sub-
sidies on public services and goods. At present, Egypt is under heavy
pressure from international financiers, including the IMF, the World
Bank, the Club of Paris, and some OECD governments, to shift from
inward- to outward-looking strategies with the emphasis on exports
rather than import substitution, and with private entrepreneurship and
market forces given a more prominent role to play in the Egyptian
economy (Hansen, 1991).

Global transformations, however, have generated many problems
in cities of LDCs that have been pulled into the process. These prob-
lems include urban deterioration, increasing unemployment rates,
environmental pollution, and distortions and imbalances in urban
systems as well as in regional development. These problems have
indeed been aggravated in Cairo by its orientation towards global-
ization. This chapter explores the impact of the globalization process
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on the spatial configuration of Cairo and sociocultural changes in
Cairo since the mid-1970s.

Egypt’s orientation towards globalization

The adoption of the open door policy

The first legislative step towards the open door policy came with Law
65 of 1971 on foreign investment. The new code provided for a five-
year corporate tax grace period and the establishment of free zones,
and stated that joint ventures between foreign investors and public
sector authorities would be considered autonomous. President Sadat’s
October Paper in 1974 stated the need for resolute steps towards the
economic open door policy. With the issuance of Law 43 on Arab and
foreign investment in Egypt in 1974, the legal underpinning for the
open door policy was in place.

Law 43 introduced important provisions. First, the law set priorities
for investment, encouraging projects that would be self-sufficient in
foreign exchange and that would promote Egyptian exports, projects
that would bring in advanced technology and management tech-
niques, and projects that would enhance Egypt’s strategic position.
Secondly, foreign investors could take a majority interest in industries
that had been reserved for the public sector such as basic metals,
minerals, textiles, and chemicals. They were also allowed to move into
the domain of public utilities and transportation services. Thirdly, Law
43 terminated the public sector monopoly of banking and provided
for the establishment of private commercial banks. The law created
an Investment Authority, within the Ministry of Economy and For-
eign Trade, that was to screen investment applications and then
obtain the approval of relevant governmental agencies (PADCO,
1982). Free zones, established in Cairo, Alexandria, and Port Said,
attracted many projects because the free zones were not subject to
Egyptian taxes, and capital transfers could be made without restric-
tion between these zones and foreign countries. In-country projects
were entitled to tax exemptions of five to eight years after starting
operations and to the duty-free import of equipment and raw mate-
rials needed for production.

Later, Law 32 of 1977 introduced important modifications to Law
43 to further ease and encourage foreign investment. Law 32 made it
possible for foreign investors to purchase foreign exchange with local
currency and to sell products locally for foreign exchange. The open
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door policy and investment laws paved the way for a vast market for
investment and commercial banking. By 1981, 62 international banks
had been authorized, 40 had begun operating, and 13 had entered
into joint ventures with public sector banks. These banks were joined
by 129 investment companies (Alahram Iqtisadi, 23 March 1981).

The evolution of the private sector

The extension of a wide range of privileges and incentives for foreign
investors under Law 43 prompted reciprocal measures for the Egyp-
tian private sector. Law 73 of 1974 extended to local investors some
of the tax incentives provided in Law 43. Egyptian businessmen were
allowed to act as commercial representatives for foreign firms. Law
136 of 1974 provided for tax exemptions on capital transfers. Law 118
of 1975 broke the monopoly of the state over foreign trade. Except
for strategic commodities, such as imported wheat and petroleum, or
exported cotton, rice, or cement, the private sector was authorized
to engage directly in foreign trade. Other decrees and laws have
followed since the mid-1970s, opening the way to increased private
sector activity. In 1975 the private sector was allowed to import
building materials duty-free and housing projects in new develop-
ment areas were exempted from taxes for five years (Alahram, 18
May 1975).

The most important legislation affecting the private sector was
contained in Law 32 of 1977. It extended to the local private sector
several of the privileges granted to foreign investments. These in-
cluded exemption from prevailing labour legislation, the right to dis-
pose freely of foreign exchange earned by the project, free importa-
tion of goods necessary to the production process, the right to export
directly without permit, exemption from corporate profits tax for
eight years, and exemption from taxes on all foreign currency loans
(Arab and Foreign Investment Code, Alahram Iqtisadi Supplement,
1 February 1978).

Both the US Agency for International Development (USAID) and
the World Bank had taken concrete steps to promote private sector
activity since the issuance of Law 32. The World Bank played a major
role in the creation of the Industrial Development Bank (IDB) in
1975. Designed to meet the credit needs of private sector industry,
the IDB had committed US$100 million to about 3,000 projects by
1979, by means of loans from USAID and the World Bank. USAID
has also established the Special Fund for Private Projects worth US$30
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million (Waterbury, 1983). Liberalization laws and policies and eco-
nomic reform steps imposed by the IMF and the World Bank have
spurred private sector activities and led to significant Egyptian pri-
vate investments in industry. Comparing aggregate public and private
expenditure in the economy between the second half of the 1970s
and the second half of the 1980s, it is evident that the private sector
acquired an impressively larger share of the country’s resources,
expanding from 63 per cent of aggregate demand in the period 1975–
1979 to 74 per cent in 1985–1987 (Handoussa, 1991).

Since the adoption of the open door policy, foreign trade has been
additionally boosted by increases in petroleum exports and savings in
foreign currency accumulated because of remittances from Egyptian
workers abroad. Real economic growth occurred in the 1970s be-
cause of the country’s transition from a socialist to a market-oriented
economy. The gross domestic product (GDP) grew rapidly at a sus-
tained 9 per cent per annum between 1974 and 1984, peaking at 10.9
per cent in 1976, compared with 5.3 per cent in the 1950s and 6.1 per
cent in the 1960s (Aga Khan, 1985; Handoussa, 1991). The restruc-
turing of the economy is reflected in the changing sectoral distribu-
tion of the GDP. Agriculture decreased from 32.2 per cent in the
1960s to 28.7 per cent in the 1970s, and housing decreased from 9.7 to
1.9 per cent, while industry rose from 17.6 to 24.1 per cent in the
same period (Aga Khan, 1985).

Exogenous foreign currency earnings, augmented by generous for-
eign aid flows, however, led to a real depreciation of the exchange
rate. The result was a serious misallocation of the country’s invest-
ment expenditure, which averaged 30 per cent of GDP over the boom
period (1974–1984). Further, an excessive bias in favour of the non-
traded sectors (infrastructure, housing, electricity, transport, and other
services) at the expense of the non-oil tradeables had negative reper-
cussions on the growth and export performance of agriculture and
manufacturing (Handoussa, 1991).

Economic reforms and structural adjustment

By the mid-1980s, major imbalances plagued the macroeconomic
structure of the Egyptian economy. The balance of payments deficit
on the current account peaked at US$5.3 billion in 1986 (15 per cent
of GDP) and the budget deficit reached £E8.8 billion (23 per cent of
GDP) (Handoussa, 1991). The ensuing recession was compounded by
a reduction in foreign aid and capital inflows, making it increasingly
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difficult to service the foreign debt, which reached US$44 billion in
1986/87 (Handoussa, 1991; Awad, 1991).

In cooperation with international lending agencies, the Egyptian
government has taken several steps towards economic reform in
order to regain equilibrium in the national accounts. In 1987, an IMF/
World Bank structural adjustment programme was adopted in order
to reschedule the servicing of Egypt’s foreign debt. The reform agenda
focused on five major items: adopting fiscal policies to reduce aggre-
gate expenditure and control inflation; reforming and unifying the
exchange rate; increasing domestic interest rates to encourage savings,
rationalize the allocation of investment, and attract a larger inflow of
workers’ remittances from abroad; promoting a structure of domestic
relative prices through the elimination of price controls and sub-
sidies as well as the adjustment of regulated prices in monopoly
sectors so as to approach international prices; and reforming the
public sector privatization process and increasing its autonomy
(Handoussa, 1991).

The adoption of privatization policies was induced by the enact-
ment of Law 111 of 1975. The government abolished public institu-
tions and replaced them with diversified holding companies, which
would be responsible for efficient and profitable operation. In theory,
Law 111 weakened state control over holding companies and gave
their management more flexibility and autonomy. In practice, abol-
ishing public institutions has eliminated their role as intermediaries
between the ministries and public enterprises and, therefore, con-
centrated power at the ministerial level and led to more bureaucratic
bottlenecks (Dessouki, 1991). The structural adjustment programme
specified privatization strategies for public sector reform such as direct
selling or leasing of state-owned enterprises. In the 1990s, direct liqui-
dation of the public sector through the sale of the shares or assets of
state-owned enterprises is under way under the Business Sector Law
203 of 1991 (Yousry, 1992). It is also planned that public sector shares
in joint venture companies will be sold to the private sector.

It is hoped that the adoption of the IMF/World Bank approach to
structural adjustment, supported by the writing off of a considerable
portion of the foreign debt, will result in reducing external as well as
internal deficits. Uncertainty persists as to whether the government
will manage the foreign indebtedness it has accumulated over the
past decade, as well as continue to indulge in extensive domestic
deficit financing that has cost the economy an ever-accelerating rate
of inflation (Zaki, 1985; Handoussa, 1991).
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Cairo’s striving towards globalization

Cairo as a world city

Cairo is peripheral to core-country global cities despite its central
importance as a gateway between Africa, the Middle East, and
Europe. This marginality can be illustrated by ‘‘the level of foreign
diplomatic representation, and the location of headquarters and sec-
retariats of international organizations’’ (Simon, 1994: 9). Although
Cairo comes top in Africa in terms of the number of diplomatic com-
munities (109) and the number of secretariats of international organi-
zations (75), these numbers are much smaller than in most developed
countries. Cairo hosts principal secretariats of only 5 global, inter-
national, and intercontinental membership organizations (compared
with 135 in Paris and 118 in London), and 63 regional, continental,
and subcontinental membership organizations (compared with 563 in
Paris and 397 in London) (Simon, 1994). Despite the location of a
number of UN headquarters and other international agency head-
quarters in Cairo, Egypt plays a marginal role in the world economic
system. No transnational banks and service firms have their head-
quarters in Cairo.

Within the hierarchy of global cities (Friedmann, 1986; Rakodi,
1994), Cairo could be considered to be on the second level after
world cities. As a regional or continental city, Cairo ‘‘performs sim-
ilar functions within the world’s capitalist system to global cities, but
within a more restricted geographical region’’ (Rakodi, 1994: 17). It is
not yet agreed upon, however, that Cairo could be of relative global
significance to the capitalist economic system as are those LDC cities
that are transforming to newly industrialized cities (NICs) and are
‘‘increasingly integrated into functional networks of economic link-
ages with core global cities’’ (Rakodi, 1994: 17). Elkholei and Abu-
Zekry (1993) argue that Cairo has the potential to be an NIC. They
point to several essential elements that could lead to an economic
take-off. Among these they stress the recent IMF-prescribed eco-
nomic reforms, monetary policies, and privatization; the writing off of
some foreign debts and the rescheduling of the remainder; and
favourable foreign currency interest and exchange rates (Elkholei
and Abu-Zekry, 1993).

On the regional level, Cairo is strongly interrelated with its sur-
rounding world subsystems, namely the African continent, the Arab
world, and the Muslim world (Yousry and Abulatta, 1994). In Africa,

Regional surveys and selected world cities

276



Egypt has several times been elected head of the Organization of
African Unity (OAU), twice in the past decade. Cairo is also the seat
of many African political, economic, social, and sporting organiza-
tions. Deep-rooted economic and cultural relations tie Egypt with
many African countries, particularly in the north of the continent.
Cairo represents the heart of the Arab countries. Cairo is the seat of
almost 50 per cent of Arab political, economic, social, and cultural
organizations, most notably the Arab League. Egypt provides mili-
tary support as well as a major labour market, in almost all fields, for
neighbouring Arab countries. Cairo is considered the cultural centre
of the Arab world; it is the Arab world’s Hollywood. Arab tourism
accounts for the highest proportion of tourism in Cairo. In 1990,
Arab tourists represented 44 per cent of the total number of tourists
and half of tourist nights spent in Egypt (Yousry and Abulatta, 1994).
As for the Muslim world, Cairo has played the leading role because
of the existence of Al-Azhar Mosque and University, which have
disseminated Islamic knowledge and thought for centuries. A sub-
stantial educational exchange of students and scholars links Cairo
with most Muslim countries.

As a national city, Cairo is indeed ‘‘the focus for national accumu-
lation, and also provides a location for transactional offices and
operations, banks and corporate services, and is thus linked into
the world economic system’’ (Rakodi, 1994: 17). An active, yet small
and local, stock market is emerging in Cairo. As of March 1994, the
number of listed companies in Cairo’s stock market was 674 and
market capitalization amounted to US$1.5 million, compared with the
well-established Johannesburg Stock Exchange with a market capital-
ization of US$216.7 million (Simon, 1994). Being the largest mega-city
in Egypt, as well as in Africa and the Middle East, Cairo is a potential
location choice for both transnational and domestic investment and
the offices of transnational corporations (TNCs). Even though trans-
national investment in the country is limited, what there is occurs
in Cairo, ‘‘the fulcrum of flows of international banking, commercial
and industrial capital, travel and communications’’ (Rakodi, 1994: 18).
Foreign direct investment is even more concentrated than domestic
investment in Cairo, because of its executives’ greater knowledge
of the local economic environment and the presence of commercial
facilities to intermediate between production and the international
market where these are not contained within a TNC itself (Sit, 1993).

To adapt the investment environment to globalization trends and
to provide the economic space for investors in the new global market,
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the Egyptian government adopted two major urban policies, each of
which has predominantly changed both the physical fabric and the
sociocultural pattern of Cairo. First, extensive foreign technical and
financial assistance was acquired to upgrade the infrastructure and
transportation and communication networks of Cairo to enhance its
target role as a world city. Secondly, the government initiated the
policy of building new cities to expand national economic space as
well as to divert migration away from existing settlements.

Upgrading Cairo’s infrastructure

Public investment trends

The October 1973 war represents a milestone and a breakthrough
point in the investment pattern in Egypt. After the war and the sub-
sequent 1979 Peace Treaty, considerable funds were transferred from
the military budget to economic investment. This alteration in invest-
ment is illustrated by figure 11.1, which compares committed public
investment in Egypt in several five-year periods (1962–1987). In each

Fig. 11.1 The sectoral distribution of committed investment in Egypt, 1962–1987

(Source: CIDC, 1990)
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of the two periods before the 1973 war, investments totalled only
around £E1.7 billion. They then jumped to some £E20 billion in the
period 1977–1982, and to more than £E35 billion in the period 1982–
1987 (CIDC, 1990). It is worth noting that this jump was concurrent
with the adoption of the open door policy. It is also noticeable that
the post-war periods show increasing emphasis on infrastructure
(more than productive sectors such as industry and agriculture as well
as construction and housing) and decreasing emphasis on investment
in service facilities.

Figure 11.2 shows the regional distribution of invoiced investment
(actually spent) in Egypt since 1977. It shows a consistent bias in
favour of the Greater Cairo Region (GCR), which accounts for about
20 per cent of Egypt’s population and yet consumes over 40 per cent
of total public investments. This share, however, varies from one
sector to another. Figure 11.3 shows the sectoral distribution of in-
voiced investment in the GCR as a percentage of Egypt. It shows
above-average (above 40 per cent) expenditures on infrastructure
(public utilities, transportation, and communications) and on con-
struction at the expense of social services. Considerable jumps in the
share of infrastructure took place in the period 1987–1992.

Foreign loans and grants were also biased in favour of infrastruc-
ture projects. Table 11.1 shows a breakdown of investment into local
investment, foreign loans, and foreign grants for both new and exist-
ing communities in the decade up to 1993. It shows that foreign loans

Fig. 11.2 The regional distribution of invoiced investment in national five-year

socio-economic plans (Source: Ministry of Planning, 1977–1995)
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and grants for public utilities matched 83 per cent of local investment,
whereas they reached only 1.2 per cent for housing.

Greater Cairo Project Implementation Agency

Transportation and communications were notorious bottlenecks in
Cairo by the early 1970s. Inadequate maintenance and overloading

Fig. 11.3 The sectoral distribution of invoiced investment in national five-year

socio-economic plans (Source: Ministry of Planning, 1977–1995)

Table 11.1 Certified local investment and foreign loans and grants in the con-

struction and public utilities sectors up to 1993 (£E million)

Existing communities

Loans/grants New communities Housing Public utilities

Certified local investment 4,011 10,247 4,881
Foreign loans (£E equivalent) 236 40 765
Foreign grants (£E equivalent) 34 85 3,300

Foreign investment as % of
local investment 6.7% 1.2% 83.3%

Source: Ministry of Development, New Urban Communities, Housing, and Utilities (1993).
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severely affected the quality and efficiency of trans-communication
systems. In 1975, the Greater Cairo Project Implementation Agency
(GCPIA) was established to implement a World Bank-supported
Greater Cairo Urban Development Project. Since the late 1970s, the
GCPIA has undertaken and coordinated new construction of high-
ways, overpasses, housing, and community facilities in the GCR.

More than 10 overpasses were constructed at major intersections
to solve traffic congestion problems. Both the 6th of October and the
15th of May elevated freeways have facilitated traffic flow between
Cairo’s CBD and Giza and have alleviated the congestion on existing
bridges between Cairo and Giza. The Helwan–Heliopolis Freeway
has provided a substantial alternative for GCR regional through
traffic. It is hoped that the GCR Ring Road (GCRRR), to be fully
completed by the turn of the century, will solve the problems caused
by regional through traffic. In addition, four multi-storey car garages
have been constructed to date and several off-street parking spaces
have been provided to improve transport conditions in Cairo’s CBD.

Extensions of both the 6th of October and the 15th of May ele-
vated freeways are currently under implementation to link peripheral
districts smoothly together with relatively shorter trip distances and
times. All railroad–highway intersections are currently being replaced
by free intersections in the GCR to ensure unhindered traffic flows
and to decrease accident rates.

GCPIA investments in improving transportation and traffic situa-
tions since the late 1970s, however, have far exceeded investments
committed for housing and community facilities in the region. Table
11.2 shows this imbalance in investment distribution. Up to 1993,
about 85 per cent of total GCPIA investments were spent on trans-
portation projects (GCPIA, 1993).

Transport

Public transport facilities have improved remarkably since the 1980s.
The Cairo Transport Authority (CTA), responsible for operating
buses, trams, and river buses, has improved bus maintenance and
overhaul facilities, extended bus routes to low-income areas, and
renewed and expanded its bus fleet with new buses and minibuses.
The intervention of the private sector with the shared-taxi system,
in which 12-seater vans operate on specific routes, especially from
densely populated areas, was supported by the Central Traffic Police
and was well organized by a drivers’ union (Cook, 1985). Growth
in this service has taken some of the strain off conventional public
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transport facilities. The extremely high ridership of the Cairo transit
system (80 per cent of urban dwellers within GCR), however, has led
to the inevitable introduction and implementation of a rapid transit
system that will bring added relief, particularly to Cairo’s CBD. With
the aid of French technical assistance the metro (part subway) system
was embarked upon in 1982, the first subway system in Africa and the
Middle East. The metro system consists of three lines with a total of
142 km of ground-level track and 30 km of underground track. The
first metro line (connecting Helwan in the south with Elmarg in the
north-east through Cairo’s CBD, with a total track of 42.5 km, 5 km
of which is underground in the CBD area) was completed in 1989
with a carrying capacity of 60,000 passengers per hour per direction,
and work on the second line started in 1991 (NAT, 1993).

Public utilities

By the 1980s, large areas in the GCR were lacking basic public
utilities such as sewerage and potable water networks. Existing util-

Table 11.2 Accomplished investments in GCPIA projects, 1977–1993 (£E million)

Project
1977/78–
1981/82

1982/83–
1986/87

1987/88–
1991/92 1992–93a Total

Regional freeways and
GCRRR 12.1 69.2 148.0 28.5 257.8

Intersection overpasses 66.1 39.4 68.2 39.5 213.2
6th of October elevated

freeway 60.0 45.0 55.0 55.0 215.0
15th of May elevated freeway 30.0 35.0 0.0 20.0 85.0
Tunnels 0.0 0.0 4.6 10.8 15.4
Total transportation projects 168.2 188.6 275.8 153.8 786.4

Housing 38.0 28.9 48.0 5.8 120.7
Schools 0.4 0.6 0.0 0.0 1.0
Health centres and hospitals 5.4 0.0 6.3 0.0 11.7
Social and cultural facilities 0.0 0.1 0.0 0.0 0.1
Commercial retail facilities 1.7 2.6 1.0 0.0 5.3
Public & administrative

services 0.5 0.1 0.0 0.0 0.6

Total 214.2 220.9 331.1 159.6 925.8

Transportation projects as
% of total 78.5% 85.4% 83.3% 96.4% 84.9%

Source: GCPIA (1993).
a. The first year of the 1992/93–1996/97 five-year plan.
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ities and networks were completely inadequate to meet the immense
needs and increasing demands of the rapidly growing population.
This increase in demand was caused not only by the increase in pop-
ulation size and geographical area, but also by the acute increase
in density in inner and intermediate districts of the GCR. In high-
income districts, sharp increases in land values resulted in the demo-
lition of single-family houses and their replacement by high-rise
buildings. The wastewater treatment system was handling a volume
of 650,000 m3 per day, whereas the city was generating about
1,250,000 m3 daily (Aga Khan, 1985). About half of the volume of
potable water was lost because of leaks in the deteriorating distribu-
tion network. Existing water and sewerage facilities were operating at
25–50 per cent beyond their design capacities (Neamatalla, 1985).

Several water-supply projects have been implemented since the
1980s. Projects included upgrading and constructing new water
treatment plants, pump stations, water tanks, and water networks.
The cost of water-supply projects is estimated to reach US$2.9 billion
(Aga Khan, 1985). These projects have increased water-supply
capacity by about 1.5 million m3 per day (GOGCWS, 1993). In 1979
a Cairo Waterworks Master Plan was approved to increase the reli-
ability of the existing system as well as to construct additional water-
works facilities to meet the needs of the GCR population. In 1981,
the Cairo Waterworks Organization (CWO) was specially established
to implement and coordinate the plan’s wastewater projects, which
represented one of the largest sewerage projects in the world. USAID,
the British Overseas Development Administration, as well as some
OECD countries have assisted with both funding and technical con-
sultation for the Cairo Master Plan projects. Extensive projects, with
an estimated cost expected to exceed £E10 billion, have focused
on: improvement of existing wastewater systems; rehabilitation and
renewal of existing major pumping and ejector stations; and expand-
ing the wastewater system in the GCR in three sectors, namely, the
East Bank (Cairo and Shubra Elkheima), the West Bank (Giza), and
Helwan (CGOSD, 1992). Table 11.3, showing the detail of invest-
ments for these projects, demonstrates huge investments in both
implemented and future wastewater projects.

Telecommunications

Telecommunications too have developed immensely. The number of
telephone lines reached about 3 million in 1994, compared with only
half a million lines in 1981/82 (see table 11.4). About half of these are
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in the GCR (see appendix table 11A.1). The number of public tele-
phones increased from 250 to 4,570, and car phones from 400 to 7,500
between 1981 and 1994. In the same period, international telephone-
call volume increased from 62 to 360 million minutes; the number of
countries that could be dialled direct rose from 29 to 217; and the
capacity of international central units leapt from 160,000 to more
than 7.5 million telephone lines (NCA, 1994).

Urban development

Plans and policies for the Greater Cairo Region

The metropolitan area encompassing the cities of Cairo, Giza, and
Shubra Elkheima and some small surrounding urbanized settlements
forms the urban conurbation of the GCR (see fig. 11.4). The pop-
ulation of the GCR was estimated at more than 12 million in 1994,
representing more than 20 per cent of Egypt’s total population and
about 40 per cent of its urban population (Yousry and Abulatta,
1994). In 1974, a Master Plan for the GCR was approved by a Min-
isterial Decree to tackle the ongoing and future problems of the
urban agglomeration. The two main concepts governing the 1974
Master Plan were: (a) establishing self-sufficient new towns to act as
relief poles to accommodate new migrants to the GCR, and (b) con-
trolling the growth of the existing agglomeration in order to end
urban encroachment on arable land and to keep the agglomeration to
a manageable size (Gorgy, 1985). These two development concepts
eventually led to, first, the establishment of the satellite cities of 6th
of October, Elobour, 15th of May, and Badr (at a later stage), and,
second, the construction of the ring road around the GCR. Sub-
sequently the 1974 plan had to be updated to take into account the

Table 11.4 Expansion of the telephone system in Egypt, 1982/83–1993/94

Indicator 1982/83a 1987/88a 1992/93a 1993/94b

Number of telephone lines
(’000) 575 1,450 2,530 3,320

International-call volume
(million minutes) 62 159 315 360

Source: NCA (1994).
a. The first year of the 1982/83–86/87, 1987/88–91/92, and 1992/93–96/97 five-year plans.
b. Committed.
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GCR-related recommendations of the National Urban Policy Study
(NUPS) carried out in the early 1980s (Shorter, 1989; Cornu, 1985),
as well as the important socio-economic changes that occurred after
1974 as a result of the open door policy, which drastically changed
public and private investment patterns (Gorgy, 1985). A 1983 GCR
Master Plan aimed at increasing the productive capacity of the econ-
omy by protecting agricultural land, directing industrial location,
improving transport efficiency, maximizing the use of infrastructure,
and protecting the archaeological and historical heritage. The Master
Plan also aimed at improving the living environment in the Greater
Cairo agglomeration by directing growth to new settlements, provid-
ing alternatives to informal areas, improving access to public services,
rehabilitating old neighbourhoods, protecting water resources, and
controlling air pollution (Aga Khan, 1985; Gorgy, 1985). To meet
these objectives, four development and spatial concepts underlie past
and current planning approaches:
1. The conceptualization of the GCR as an urban region, a hetero-

geneous entity to be dealt with on an integrated regional basis;
2. The subdivision of the GCR into homogeneous sectors, to restruc-

ture the agglomeration into contrasting autonomous geographic
entities;

3. the establishment of new settlements, located beyond the GCR ring
road, offering an alternative to informal settlements and taking
advantage of existing employment in the GCR;

4. the fostering of development between the existing agglomeration
and other existing and new economic centres and settlements by
creating development corridors (see fig. 11.4).
Recent urban policies and actions illustrate these spatial concepts.

Ten new settlements, with a target population of 250,000 each, have
been planned, half of which are currently being developed (table
11.5). Development corridors are being delineated with respect to
the planning of new centres and new settlements. Four development
corridors have been determined and aim at the following population
distributions: North-Eastern Corridor (Cairo–Suez and Cairo–Ismailia
roads) 250,000; Eastern Corridor (Cairo–Suez and Cairo–Ain Sukhna
roads) 750,000; Western Corridor (Cairo–Elwahat road) 700,000;
and Southern Corridor (Maadi–Helwan road) 500,000 inhabitants
(NUCA, 1993). Three new wholesale markets are being established
to serve the GCR by the turn of the century. The markets are located
on the outskirts of the GCR on urban growth corridors near newly
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established satellite cities: in the north-east near Elobour, in the
south-west near 6th of October, and in the south near 15th of May
(see fig. 11.4). The markets will reduce congestion in the GCR as
well as improve the performance of wholesale activity in meeting
GCR needs. Elobour wholesale market has been established and has
started operations. Development costs have reached about £E100
million, and annual transaction activity is estimated at £E3 billion
(NUCA, 1993).

New cities policy

The New Urban Communities Authority (NUCA) was established
under Law 59 of 1979 on new urban communities. The area of land
used or designated for new urban communities has reached about
2,535 km2, representing 18 per cent of the built-up area of Egypt
since 1978. The area of land supplied with infrastructure has reached
about 70 km2 and the population in new communities approaches
250,000 inhabitants (NUCA, 1993).

The new urban community movement started with the establish-
ment of economically independent cities, away from the GCR, to
provide new development poles (10th of Ramadan, Sadat, and Borg
Elarab). By the mid-1980s, the trend had changed towards dependent
satellite cities around the GCR (6th of October, Elobour, 15th of
May, and Badr). Smaller in size and located near major urban cen-
tres, these cities would be able to rely on functions and services
offered by the existing city. At the same time, they would relieve
many of the urban-related problems associated with the existing city.
Table 11.6 shows some data for the new cities.

Several incentives were used to stimulate industrial development in
the new cities. Foreign investment laws discussed above provide 10-
year tax exemptions on project land and profits located in new cities.
Foreign investors can freely transfer foreign currency profits. Law 59
of 1979 and Law 186 of 1986 further exempted equipment needed for
industries to be established in new cities from custom tariffs (NUCA,
1993).

Among the various industries established in new cities, the
mechanical, electrical, electronic, chemical, pharmaceutical, textile,
and food-processing industries are the most important for both local
markets and international trade. Up to 1993, as table 11.7 shows,
1,059 factories had been built on 12.5 km2, with capital investment
approaching £E4 billion and yearly production of about £E4.7 billion.
About 700 factories were under construction, covering an area of
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6 km2, with capital investment of £E10.2 billion and yearly produc-
tion of £E3.2 billion (NUCA, 1993).

Housing development in new communities has been mainly
managed and financed through major governmental institutions. A
pivotal role was played by the Building and Housing Cooperatives
Authority (BHCA), which assists housing cooperatives in providing
housing to their members through direct provision or subsidized
housing loans (Yousry, 1992). BHCA’s loans for housing in new
communities reached £E2,904 million up to 1993, representing about
79 per cent of total housing loans in new communities, and 36 per
cent of total housing loans for the entire country (NUCA, 1993). The
Housing and Development Bank (HDB), established in 1979, has
also participated in housing development in new settlements through
offering subsidized and regular housing loans to individuals as well
as to housing cooperatives. Since its establishment in 1979, NUCA
has provided about £E540 million in subsidized housing loans.
Total loans for housing development in new communities up to 1993
amounted to about 46 per cent of total housing loans in Egypt (see
table 11.8).

Recently, Egyptian companies and businessmen have been in-
vesting in the development of high-quality housing compounds for
the rich in new satellite cities and settlements around Cairo. Several
compounds are being constructed in the 6th of October City, Sheikh
Zayed, and Elshorouk, consisting of distinguished villas and mansions
on large plots, vast green open spaces, and exclusive recreational and
social amenities.

Table 11.7 Industries in new cities, 1993

Established industries Industries under construction

New cities
No. of
factories

Capital
investment
(£E m.)

Yearly
production
(£E m.)

No. of
factories

Capital
investment
(£E m.)

Yearly
production
(£E m.)

10th of
Ramadan 531 2,542.4 2,850.0 263 9,040.5 1,289.3

Sadat 96 309.9 619.4 82 502.0 828.1
Borg Elarab 146 440.0 612.1 108 281.5 325.6
6th of October 286 664.7 654.2 245 378.5 795.2

Total 1,059 3,957.0 4,735.7 698 10,202.5 3,238.2

Source: NUCA (1993).

Cairo as a world city

291



Consequences and problems

Sociocultural polarization

The implementation of the open door policy within a Western eco-
nomic dependency framework has led to large inequalities in the
socio-economic structure of Egyptian society. It has also led to
the emergence of parasite classes who benefited from the new eco-
nomic dependency by linking their interests to the West. Later in
the 1980s, with the implementation of privatization policies, influen-
tial upper-income groups exerted pressure to accelerate the public–
private transformation process. USAID, one of the main architects
in this process, relied heavily on business coalitions (USAID, 1991).
The reliance of USAID on particular (upper) classes of society
created exclusive relationships that negatively affected the interests
of the other broad classes, whose basic needs had not yet been met.
An acute sociocultural class polarization has occurred as a result of
the structural changes in the Egyptian economy. Sociocultural groups
espousing the new dominating Western culture were confronted by
other groups calling for the upholding of traditional norms and values,
resenting foreign cultural invasion, and opposing cultural submis-

Table 11.8 Distribution of loans for housing development in new communities,

1982–1993 (£E million)

Governmental agencies
providing loans for housing

1982/83–
86/87 Plan

1987/88–
91/92 Plan 1992–93a

1982–1993
total

BHCA 1,004 1,610 290 2,904
HDB: Subsidized loans 89 113 202

Regular loans 30 21 51
NUCA 100 350 90 540

Total loans for housing
projects 1,104 2,079 513 3,696

Total housing loans in
Egypt 2,341 4,742 895 7,978

New communities’ housing
loans as % of total loans
in Egypt 47.2% 43.8% 57.3 46.3%

Source: NUCA (1993).
a. The first year of the 1992/93–1996/97 five-year plan.
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sion with anger and occasionally with hostile resistance. The riots of
January 1977 in response to IMF/World Bank austerity measures
adopted by the government at that time are still vividly recollected
(Awad, 1991).

Doubts about US assistance policies have often been raised at
different levels and on various occasions. Between 1986 and 1990
USAID aid to finance local governmental and non-governmental
organizations reached £E44 million and was directed to about 3,600
organizations (Kandil, 1993). A later American–Egyptian agreement
(1991) concerning private voluntary associations (PVAs) committed
US$9 million to support and assist self-help activities in PVAs that
aim to improve the situation of the urban poor (USAID, 1991). On
the one hand, financial support to some PVAs has led to splits in the
non-governmental sector. On the other hand, dependence of PVAs
on foreign finance has led to their endorsing the desires of the donor
agency when drawing up lists of priorities. Conditional articles in
the agreement further deepen dependency on the Americans. For
example, the choice and registration of selected PVAs had to meet
certain USAID criteria, regardless of the applicability of these mea-
sures to the associations (Kandil, 1993).

A quick look at different interest groups working in the Egyptian
context sheds some light on the mechanism of Cairo’s global ori-
entation and the impact this orientation has on the sociocultural
fabric of the mega-city. The interest groups in focus are business asso-
ciations, labour and professional syndicates, and non-governmental
and private voluntary organizations.

Business associations

From the mid-1970s, business organizations were being established
to serve their investment interests in the open door policy era. Six
organizations have been formed to date: the Egyptian American
Council, the Egyptian Businessmen’s Association, the American
Chamber of Commerce in Cairo, the Economic Committee for Busi-
nessmen in Alexandria, the Investors’ Association in the 10th of
Ramadan, and the Investors’ Association in the 6th of October City
(Kandil, 1993). Business associations represent national élites and
the bourgeoisie – those with economic as well as political influence.
Members include not only private sector investors, but also many
upper-management staff in the public sector and banks, because they
are key personnel in decision-making. Individuals with influential
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positions and status, such as ministers, ex-ministers, or cabinet rep-
resentatives, are pivotal members in such associations, because their
personal contacts are instrumental in the pursuance of association
objectives (Awad, 1991). Naturally, business associations exercise
influence and exert pressure to accelerate the implementation of eco-
nomic reforms and privatization. Because of the nature of their mem-
bers as well as their financial and administrative independence, they
have an effective say in decision-making and decision-taking.

Labour and professional syndicates

Labour syndicates reflect the interests of the working class, and
operate under the umbrella of the General Union of Labour (GUL).
Labour syndicates have directed their attention to the political and
economic problems that affect the interests of the working class (such
as the privatization process, unemployment, and inflation). Because
of their affiliation with GUL, however, labour syndicates are under
government control, which limits their effectiveness in expressing the
interests and needs of the working class. In general, the Egyptian
labour movement is characterized by dissension between workers and
their syndicates on the one hand, and ongoing tension between the
syndicates and GUL on the other (Kandil, 1993).

Professional syndicates are larger bodies with huge memberships
of specialized professionals from the middle socio-economic classes
in both the public and private sectors. They can also include upper
socio-economic classes, especially in the case of doctors or engineers.
Between the influential business associations, which encourage and
expedite government moves towards capitalism, and the helpless,
government-controlled labour syndicates, professional syndicates
voice criticism and opposition to government trends.

From the 1980s, leading syndicates (in particular, of engineers,
doctors, and lawyers) opposed government policy on issues of democ-
racy, freedom of expression, and human rights. They were also dis-
satisfied with government policies on education, health, and above
all economic strategies towards capitalism, which have increased the
country’s dependency on the West and have caused it to fall into
foreign debt. A religious ideology embracing traditional and indige-
nous values in dealing with political, social, and economic problems
has dominated the boards of these syndicates. The genuine organ-
izational capabilities and skilful administrative procedures of these

Regional surveys and selected world cities

294



boards have led to notable successes in dealing with the concrete
social and economic problems of their members. The syndicates have
offered real solutions to the housing problem for new graduates, to
the inflation problem by offering goods at reasonable rates of repay-
ment, to the skyrocketing cost of health care through the adoption of
subsidized health programmes, and to the unemployment problem by
creating job opportunities and offering loans for small projects. Syn-
dicates have succeeded in serving their members’ needs, which could
not possibly have been met either by them on their own, or by the
government. The middle sociocultural classes, who had no stake in
the political and economic national striving towards globalization,
and who subsequently were the most to suffer because of the rapid
structural changes, have flocked to the syndicates and given them
their full support.

An alliance between syndicates and opposition political parties
in the 1990s, however, widened the gap between the syndicates and
the government and led to the government’s issuance of a Unified
Professional Syndicates Law (Law 100 of 1993), whereby the role of
these syndicates was considerably reduced (Kandil, 1993).

Non-governmental organizations and private voluntary associations

Other types of interest group are local non-governmental organiza-
tions (NGOs) and private voluntary associations (PVAs). Law 32 of
1964 grants the government complete control over the formation,
supervision, and dissolution of NGOs and PVAs. Despite the coun-
try’s move towards political pluralism and the adoption of open door
policies, Law 32 remains untouched. The domination of the state
through the Ministry of Social Affairs is still in effect. PVAs in Egypt
are classified into two categories according to the type of services
they offer to their communities: social welfare associations (SWPVAs)
and social development associations (SDPVAs).

In 1989/90, SWPVAs accounted for about 75 per cent of the total
number of PVAs, offering a wide range of services in the fields of
motherhood and child care, family planning and welfare, and social
aid. As table 11.9 shows, about 45 per cent of all SWPVAs were
located in Cairo (MSA, 1991). This bias in geographical distribution
has been explained by Kandil (1993), who concluded that the con-
centration of SWPVAs in urban areas, and particularly in the GCR
(see table 11.10), was the result of meeting the needs of low-income,
poor, and vulnerable families (Korayem 1987; Kandil, 1993). Because
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the needs of the poor were not being met by the government in its
bias towards the rich, SWPVAs concentrated their efforts on service
delivery.

SDPVAs represented only 25 per cent of total PVAs in Egypt
(MSA, 1991). The fields of action of SDPVAs, which are directed to
society as a whole rather than to local communities, include creating
job opportunities and providing cultural facilities and activities
(Elkhateeb et al., 1992; Kandil, 1993).

In an extensive study of PVAs in Cairo, White (1986) argued that
their role could potentially be considerably broadened towards self-

Table 11.9 Number of private voluntary associations in the GCR and Egypt, 1990

SWPVAs SDPVAs Total PVAs

Region No. % No. % No. %

GCR 4,358 87.2 639 12.8 4,997 100.0
Total (Egypt) 9,547 74.5 3,276 25.5 12,823 100.0
GCR as % of Egypt 45.6% 19.5% 39.0%

Source: MSA (1991).

Table 11.10 Number of beneficiaries of facilities offered by private voluntary asso-

ciations, 1990

Social welfare facilitiesa

1 2 3 4

GCR 77,260 114,536 134,647 266,454
Total 162,094 560,864 192,106 414,159
GCR as % of total 47.7% 20.4% 70.1% 64.3%

Social development facilitiesb

5 6 7 8

GCR 5,304 83,563 107,835 681,511
Total 19,717 103,512 141,635 1,036,516
GCR as % of total 26.9% 80.7% 76.1% 65.8%

Source: MSA (1991).
a. 1¼motherhood and childhood care; 2¼ family planning and welfare; 3¼nursery and child-

hood care; 4¼ social aid.
b. 5¼ handicap care; 6¼ vocational preparation; 7¼ cultural facilities; 8¼mixed devel-

opmental facilities.
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help and community transformation rather than providing only re-
sponsive service delivery. She examined the extent to which PVAs’
service delivery role enables them to develop community mobilization
and grass-roots participation that would lead to the development of
self-reliant community-based organizations. An important implication
of her research is that PVAs ‘‘are providing a basis for development
insofar as they are building an organization and bringing the commu-
nity together around mutual concerns and needs’’ (White, 1986: 249).

A considerable number of SWPVAs are religious-based organiza-
tions (35 per cent Islamic based and 9 per cent Christian based at the
national level; 22 per cent Islamic based and 7 per cent Christian
based in the GCR) (Kandil, 1993). The deep-rooted perception of
these associations as helping the poor and the unprivileged on a reli-
gious non-profit basis has reinforced their position and increased
their number in poor urban areas. Many informal urban squatter
settlements have rapidly spread around the area mosque (or church).
Because social institutions and social infrastructure were almost com-
pletely lacking in these areas, most social activities tended to rely
on the neighbourhood religious institution (Steinberg, 1990). Yet the
expansion of religious-based NGOs and PVAs and the augmentation
of public participation are seen by the government as a curtailment of
its power and authority. Despite the rhetoric about democracy and
human rights, the government is intolerant of political diversity.
Political affiliation of local groups is incompatible with government
and the political situation is too uncertain and turbulent to allow the
long-term development of local groups (Hassan, 1992). The govern-
ment’s fear of genuine grass-roots politics has driven it to issue new
laws, such as Law 100 of 1993 on professional syndicates, or to enforce
old ones, such as Law 32 of 1964 concerning PVAs, in order to ensure
central control and domination. The intention of the government to
stifle any opposition voice is evident in its issuance of Law 93 of 1995,
which advocates severe measures against the freedom of publication
and expression. Where control is held tightly by the central govern-
ment, any local initiative that is allowed is like window-dressing, an
exercise designed to foster an illusion of shared power.

Cairo’s social inequalities

Cairo’s location as ‘‘the place of residence of politicians, senior civil
servants, and diplomats has helped to bias public expenditure on
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services and infrastructure towards them’’ (Rakodi, 1994: 7). This
bias has caused sharp inequalities. Simon (1994) asserts that ‘‘the
accumulation of capital, the sophistication and often ostentatious
Western lifestyles of the national elites and bourgeoisie are built on
exploitation. The majority of residents in Cairo have little stake in the
globalizing, materialistic culture.’’

Cairo has social equity problems. There is no longer a relationship
between education, occupation, and income. Open door policies have
encouraged the emergence of a new capitalist class and resulted in an
increasingly skewed distribution of income. This distortion was exa-
cerbated by the development of inflationary pressures, which further
widened the gap between fixed-income earners and the entrepreneu-
rial class (Handoussa, 1991). Another aspect is the emergence since
the 1970s of parallel service institutions, in particular private schools
and hospitals, which cater for the top 5 per cent of the population,
with vast differences in quality (Ibrahim, 1985). Similarly, much of
the public expenditure on the city’s transportation system has dis-
proportionately gone to owners of private cars. In the 10 years
between 1972 and 1982, the number of private cars tripled (from
80,000 to 250,000) while the number of public and semi-public vehicles
only slightly more than doubled (from 17,000 to 45,000) (Ibrahim,
1985). New highways, overpasses, and the ring road obviously cater
mainly to commuters with private cars.

The growing inequality in Cairo reflects the situation in the country
as a whole. The richest 5 per cent of the population raised its share of
national income from 15 to 24 per cent between the early and late
1970s, while the share of the lowest 20 per cent dropped from 17 to 13
per cent. In Cairo this inequality is particularly glaring: about 200,000
of Egypt’s estimated 250,000 millionaires are residents of Cairo. They
occupy spacious and luxurious waterfront apartments or private man-
sions on the outskirts of the city. Large areas in the new satellite cities
and settlements have recently been developed for expensive villa
complexes. In contrast, the poor crowd into older districts or ceme-
teries, or engage in unauthorized development. The nouveaux riches

continue to be conspicuous, as long as their immediate districts and
homes remain in good shape. It is the middle classes, especially those
on the lower rungs, who are feeling the squeeze and who are bursting
with frustration and anger (Ibrahim, 1985).
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Spatial distortions

Government policies for upgrading infrastructure networks in Cairo
and for establishing new cities have attracted huge governmental in-
vestments and many job-generating projects away from the populated
areas. The result is a relative degradation of infrastructure and com-
munity facilities as well as higher unemployment rates in poor areas
of Cairo. This degradation has aggravated social unrest and crime
rates. It has also led to a disparity between the urban environment of
poor and rich districts, because the rich districts have not relatively
suffered from budget cuts.

The informal sector in Egypt plays a pivotal role in providing the
poor, vulnerable, and unprivileged socio-economic groups not only
with housing, but also with sustainable economic opportunities. Its
methods and practices contrast with those in the formal sector. The
informal sector is characterized by reliance on indigenous resources,
small scale of operation, labour-intensive and locally adapted tech-
nology, and unregulated and competitive markets. Despite govern-
ment neglect and opposition to this unofficial, unauthorized sector,
the informal sector contributes to economic growth and is essential to
the survival strategies of the urban poor (Rizk, 1991; Hassan, 1992).
The spread of informal sector activities in the impoverished urban
domain has created an environment of informality that has become
the context in which the local community and community-based orga-
nizations operate. This informal culture has widened the gap between
social classes and their spatial territories, hence aggravating socio-
cultural polarization and spatial distortions. It has also led to an
ongoing conflict between these unrecognized communities and the
government.

Government withdrawal from poor areas, which was an inevitable
outcome of the imbalance in resource allocation, has accelerated the
growth of the informal economy, which is manifested in the expan-
sion of informal sector housing. Housing informality has been defined
in terms of the legal status of housing as regards land subdivision and
occupancy as well as of the physical characteristics of building (Mayo
et al., 1982; Lim, 1987). Informal sector housing includes a wide
variety of illegal (unauthorized and/or unofficial) types of substandard
housing. Squatter settlements, inner-city slums, cemetery housing,
emergency shelter areas, rooftop shacks, and illegal alterations and
transformations in public housing are some of the types that exist in
Egypt and in the GCR in particular (Hassan, 1992).
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The population of degraded urban areas in Egypt, as table 11.11
shows, is nearly 11 million, about 20 per cent of Egypt’s total pop-
ulation and about 38 per cent of the total urban population in 1993.
About half of this population lives in the GCR in below-standard
conditions. In a comprehensive study of degraded urban areas
(IDMSC, 1993), the Ministry of Local Government has identified
1,034 action areas, 81 of which are to be cleared and their population
relocated and housed elsewhere. The estimated cost of projects in
these action areas had reached £E5,337.7 million at the national level
and £E2,153.7 million for the GCR alone in 1993. The 1993/94 budget,
however, designated only £E336 million for infrastructure, service
facilities, and new housing for degraded areas and the relocated
population.

The highest population in degraded areas within the GCR can be
found in Giza, where 2.3 million inhabitants (about 60 per cent of the
city’s population) live in 32 action areas, comprising about 63 per
cent of the city area (IDMSC, 1993). Up to June 1993, £E10 million
had been spent on street lighting, sewerage networks, road surfacing,
and solid waste collection in several degraded areas. Yet the funds
needed to upgrade some areas amounted to £E78.3 million for the
1993/94 fiscal year. The city of Cairo is in second place in terms of
degraded-area population. About 2.2 million inhabitants (32 per cent
of the total city population) live in 79 high-density, degraded action
areas with a total area of 28 km2. Twelve areas with a population of
about 602,000 inhabitants have been designated for clearance and
redevelopment (IDMSC, 1993). The Governorate of Cairo estimated
that 15,327 housing units would be needed for the redevelopment
of these areas, and that the upgrading of the rest of the areas
would take about six years, beginning from 1993/94. Although the
estimated cost of clearance and upgrading amounted to about £E950
million, only £E10 million had been approved and designated for
Cairo’s degraded areas up to June 1993 (IDMSC, 1993). About 64
per cent of Shubra Elkheima’s population live in degraded areas in
poor environmental conditions and lacking basic community facili-
ties. Nearly £E280 million is needed for upgrading projects (IDMSC,
1993). A priority action plan has been assessed for the upgrading of
the infrastructure networks of the city at a cost of £E33.9 million, of
which only £E12 million was approved in the 1992/93 Socio-economic
Plan.

Table 11A.3, in the appendix to this chapter, reveals the charac-
teristics of degraded urban areas in the GCR and figure 11.5 shows
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their location. None of the areas is served by paved roads. Most areas
lack sewerage and potable water networks and most are only par-
tially served by electricity. Almost all areas lack community facilities
(GOPP, 1993). Local community associations (social welfare and/or
social development PVAs) have evolved to offer the necessary ser-
vices, especially in areas of nursery and child care and social aid (see
table 11.10). The unemployment rate has risen to nearly 19 per cent
in some areas, with an overall average much higher than the GCR
average rate of about 10 per cent (CAPMAS, 1994). Illiteracy is
widespread among parents, and 95 per cent of women are not in the
labour force (Fahmy, 1986).

A 1989 study by the High Institute of Social Work in Cairo on the
Imbaba and Mounira areas in Giza (see table 11A.3) provides some
typical indicators (Elsamalouti, 1989). Illiteracy affected 42 per cent
of family households (reaching 57 per cent among wives and 49 per
cent among children above 10 years old). About 71 per cent of
children had not enrolled in education or finished the primary stage.
Solid waste disposal was causing serious environmental problems.
Almost 64 per cent disposed of garbage on nearby vacant land or in
drainage canals. Because of the lack of recreational facilities, 63 per
cent of the population spent their leisure time on the street. Roughly
65 per cent of the interviewed sample confirmed the spread of drugs
in the area. Only 10 per cent of the population were members of local
PVAs – 4 per cent being members of SDPVAs (Elsamalouti, 1989).
In other areas such as Elbasateen (see table 11A.3), the lack of both
services and street lighting had resulted in high crime rates and pro-
vided shelter for outlaws (Elwali, 1993).

In 1992 and 1993, violent attacks by extremist religious groups
aimed at tourism came as the result of the ongoing conflict between
the government and these groups. Terrorist attacks on foreigners as
well as on public figures by these groups have led to a series of clashes
between them and the police. The scene of these clashes has always
been degraded urban areas, where these groups flourish and are easily
able to spread their radical thoughts and organize anti-government
militant action. These recent incidents have brought to the surface
the issue of government neglect of these degraded areas and their
population. A report issued by the People’s Assembly in 1993 men-
tioned that high rates of unemployment and the lack of community
facilities in degraded areas had facilitated the growth of these groups
(Alakhbar, 11 January 1993). Another aspect that did not attract
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government attention was that the needs of the populations of de-
graded areas were partly being met by voluntary associations and
community-based organizations, many of which pursued their work
through a religious motivation to solve economic and social prob-
lems. The October 1992 earthquake alerted the government to the
inherent power of these organizations as they dealt with the disaster
in its early stages. The government immediately intervened and took
strict measures to ensure that all private donations and help to the
victims of the disaster were made through authorized channels such
as the Red Crescent Association (Elwali, 1993). Such action only
served to widen the gap between these organizations and the gov-
ernment, and provoked hostility and mistrust towards it.

Conclusions and recommendations

Cairo is definitely heading towards globalization and has gone an
appreciable distance along this path. According to the IMF/World
Bank structural adjustment programme, some severe measures still
need to be taken to reform the Egyptian economy (Wahba, 1995).
Among the most important are: accelerating privatization (four pub-
lic sector companies to be privatized per month until the year 2000);
freeing foreign trade and conforming with the General Agreement
on Tariffs and Trade (GATT); raising the prices of energy and other
basic commodities to conform with world prices; removing rent con-
trols and price subsidies; and devaluing the local currency. By the
turn of the twentieth century, Egypt is required to increase exports
from the domestic sector six-fold, decrease government expenditure
by 10 per cent, decrease public sector investments by 25 per cent, and
provide 3.6 million job opportunities (Wahba, 1995). Clearly, these
targets will be difficult to fulfil at the current pace of investment. In
addition, some of these measures could increase unemployment and
have a negative impact on local production. Vulnerable and poor
socio-economic groups in society will be the most affected by these
measures. Some of these measures will have hugely inflationary effects
while others, such as removing rent controls and price subsidies, are
socially unacceptable. Devaluation of the local currency is currently
being met with ferocious resistance.

A study of the consequences and problems arising in the process of
globalization is needed to focus the attention of decision makers and
society at large on taking the necessary measures and precautions to
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alleviate the painful consequences and minimize the social cost of the
process. The programming and timing of economic reform measures
should allow for adaptation to the social, economic, and cultural
changes resulting from structural adjustment. Price rises, changes
in customs tariffs, and rent control policies should be gradual and
well integrated with programmes of economic development. More
attention should be given to the impoverished classes who are
most affected by the harsh consequences of economic reform. The
programme of upgrading degraded urban areas is under way, but it
is suffering from slow implementation, inadequate funding, and a
lack of results, especially in Cairo. More important than upgrading
the physical environment and providing social services is generating
employment opportunities. Not only could economic betterment
policies mitigate social unrest, but they could also provide the poor
with the economic means with which to cope with their bleak sit-
uation.

A balance in resource allocation is needed in policy planning to
solve the equity dilemma. Most public and private investment has
been used to upgrade Cairo’s infrastructure and to improve the en-
vironment of those who are involved in the globalization trends. The
move towards globalization has been at the expense of the middle-
and low-income groups on fixed earnings. These powerless groups
need urgent assistance to meet their pressing needs. NGOs and PVAs
are potential resources that the government ought to rely on and
utilize. The establishment and strengthening of community-based
organizations should be promoted in a facilitating rather than in
a dominating manner. Ways must be found to reduce community
dependency on, or domination by, the government. Collaboration
among public and private local institutions is also needed to achieve
effective, efficient, and widespread urban development. The govern-
ment’s role in the development of local institutions and of interaction
between them is crucial; devolution of power to local authorities and
agencies is indispensable.

Social conflict and sociocultural polarization should be mitigated
and tackled with sincerity. Notable incidents in times of crisis and
disasters have shed glimpses of hope that may inspire pragmatic
conflict resolution. Cairo’s 1992 earthquake and Upper Egypt’s 1994
floods have shown how socioculturally polarized groups can come
together in dealing with a national catastrophe. Individuals, busi-
nessmen, and institutions showed enduring cooperation in recon-
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structing villages, schools, and social services. Yet such cooperation
should be neither unexpected nor misunderstood. Between those
whose slogan is ‘‘Islam is the solution’’ and those who are capti-
vated by the West, lies a majority who encompass both modernity
and tradition. It is necessary, therefore, that development, reforms,
and all other ingredients of the move to globalization take into con-
sideration the indigenous values of the population, which are deep
rooted in their history and heritage and are part of their religion and
culture.

So far, the reconstruction, improvement, and upgrading of de-
graded urban areas have been temporary remedial actions in the face
of violence, terrorism, and intense social unrest. In regard to spatial
planning policy, it is important that the government recognizes and
deals with the informal sector. The informal sector should be seen not
as an economic or physical liability (as it is indeed still perceived
by the government), but rather as an asset that could be directed,
upgraded, and recruited as an efficient stimulus to development.
Informal sector systems and mechanisms have to be studied and
incorporated in urban planning policy to achieve more practical and
adaptive outcomes.

Appendix

Table 11A.1 Service and community facilities in the GCR and Egypt as of 1993/94

Service/community facility GCR Egypt
GCR as %
of Egypt

Total length of surfaced roads (km) 7,544 35,663 21.2
Inhabitants per km 2,364 1,913 –

Number of telephone lines 1,469,462 2,806,252 52.4
Inhabitants per telephone line 16 33 –
Number of post offices 1,245 5,768 21.6
Inhabitants per post office 12,396 11,789 –

Number of higher education institutions 78 292 26.7
Number of higher education students 315,993 644,511 49.0

Number of hospitals and health centres 234 1,525 15.3
Number of health unit beds 35,623 96,717 36.8
Inhabitants per health unit bed 488 627 –
Number of physicians 16,436 53,411 30.8
Inhabitants per physician 1,064 1,037 –
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Table 11A.2 Sectoral distribution of accomplished investments in new cities of

Egypt, up to 1993 (£E million)

Sector Housing
Infra-
structurea

Community
facilitiesb Industryc Otherd Total

Independent new cities

10th of Ramadan 234.5 368.4 53.4 2.4 25.5 684.2
Sadat 135.0 155.8 57.2 3.6 23.2 374.8
Borg Elarab 123.9 176.8 33.4 8.5 13.0 355.7
Total 493.4 701.0 144.0 14.5 61.7 1,414.6

Satellite cities

6th of October 285.5 510.6 92.8 5.6 12.3 906.8
15th of May 275.0 196.4 63.1 3.6 19.7 557.8
Elobour 99.1 66.7 11.9 2.3 121.7 301.7
Badr 60.3 91.9 2.7 0.6 1.9 157.4
Total 719.9 865.6 170.5 12.1 155.6 1,923.7

New settlements

S a 2: Elshorouk 84.9 11.8 0.0 0.0 1.4 98.1
S a3: Elkattamia 0.0 27.3 2.3 0.0 3.2 32.8
S a 5: New Maadi 71.2 11.4 0.0 0.0 0.1 82.7
S a 6: Sheikh Zayed 3.3 3.8 0.0 0.1 0.8 8.0
Total 159.4 54.3 2.3 0.1 5.5 221.6

Source: NUCA (1993).
a. Includes roads, water supply, wastewater disposal, electricity, and communication.
b. Includes public, educational, health, social, commercial, religious, and cultural services.
c. Includes industrial storage areas as well as management facilities.
d. Includes Master Plan Study cost, agriculture and land reclamation, and landscaping.

Table 11A.1 (cont.)

Service/community facility GCR Egypt
GCR as %
of Egypt

Number of nurseries 1,629 5,095 32.0
Number of social service associations 3,573 5,508 64.9
Number of family planning units (FPU) 469 3,345 14.0
Families per FPU 10,346 5,700 –

Source: CIDC (1994).
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Globalization trends and
sub-Saharan African cities

Carole Rakodi

Introduction

Phases of urbanization can be distinguished in Africa that are, in part,
related to the shifting terms on which the continent has been inte-
grated into the world economic system. The changing nature of
global trends and their influence on sub-Saharan Africa (SSA) will
be examined in this chapter, in relation to economic development,
the pace and pattern of urbanization, and attempts to manage urban
growth. First, the evolution of cities related to Africa’s immediate
post-independence history will be sketched. Secondly, the ways in
which current global economic trends manifest themselves in and
impact upon African economies will be explored in more detail, and
related to patterns of urbanization since the mid-1970s. The manage-
ment of urban growth in a situation of varied but generally limited
economic prosperity and administrative capacity will be examined.
Finally, international lending for urban development and its impact
on African cities will be critically reviewed.

Integration or autonomy? The post-independence decade

The integration of Africa into the world economy throughout the
lengthy mercantilist period and during the colonial era that followed

314



had major implications for the development of urban centres, which,
because of constraints on space, cannot be analysed here (Gugler and
Flanagan, 1978; Mehretu, 1983; O’Connor, 1983; King, 1990; Coquery-
Vidrovitch, 1991; Simon, 1992; Chandler, 1994). By 1950, at the
beginning of the main decolonization period, Johannesburg was
the largest city (915,000), followed by Cape Town, Lagos, and Accra.
Overall, only a small proportion of SSA’s population lived in urban
areas and in most countries the urban population was heavily con-
centrated in one or two cities, normally including the colonial capital.

Politics and economic development

The great majority of African countries gained their independence in
the 1960s. As this was also a decade of relative economic prosperity
before major changes occurred in the world economy in the mid-
1970s, it was significant for both national political economies and the
process of urbanization. Independence implies autonomy to make
political and economic decisions and the capacity to carry them out,
but, although the newly independent states were strong in juridical
terms, they were politically and socially weak. Nationalist movements
had incorporated divergent interests and the initial problem for the
inexperienced politicians who took power, on the basis of political
systems modelled on those of the metropolitan powers, was to estab-
lish their legitimacy and balance conflicting ethnic and economic
interests. The inherited bureaucracies were generally fairly well de-
veloped (except in the ex-Portuguese and ex-Belgian colonies) but
costly to run and hard to manage without expatriate expertise. How-
ever, heavy demands were placed on both the political and bureau-
cratic structures, while the uncertain relationship between them gave
rise to misunderstanding and conflict (Tordoff, 1984; Chazan et al.,
1988). The apparent need for state economic development planning
and, in the absence of foreign control of major economic sectors,
for the state to take on productive roles led to the establishment of
planning machinery and large parastatals, which further strained the
capacity of the states to manage their affairs. A further problem has
been the role of the military, and many countries have been subject
to military repression, civil war, and ethnic pogroms.
For a variety of reasons, including economic management and

resource allocation to fulfil developmental goals, the need to foster a
sense of national unity, fear of strong or opposition-controlled local
government, and scarcity of skilled and experienced public servants,
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strong government was equated with centralization. However, this
facilitated the abuse of power, increased the propensity to error,
slowed down and bureaucratized responses to changing circum-
stances, and made access to the central state the prime source of
opportunities for personal accumulation. Except in ‘‘strong man’’
governments, there were attempts at decentralization, but these were
typically flawed and unsuccessful (Wunsch and Olowu, 1990). Politics
were characterized by personal rule. In some countries, a degree of
continuity, stability, and accountability was achieved, but more
commonly political processes were marked by repression, instability,
inequality, dishonesty, and ineffectiveness (Chazan et al., 1988). In
addition to state weakness, political autonomy was eroded by super-
power interest, continued identification with the ex-colonial powers,
external interference with national sovereignty originating within
the continent itself, and the links between economic and political
dependence. Although African regimes did exercise some political
autonomy, their scope for doing so was limited by the ability of
external powers to exert political influence based on economic
dependency.
The economies inherited by African countries imposed consid-

erable constraints on policy choices. Exports were overwhelmingly of
raw materials and agricultural products, most economies depended
on fewer than three products for over three-quarters of their export
earnings, rendering them very vulnerable to fluctuations in world
commodity prices, and trade was often monopolized by large Euro-
pean companies. In SSA, industry accounted for only 9 per cent of
GDP and manufactured exports were unimportant. Trade was largely
with the colonial powers, an industrial base was almost non-existent
except in some of the settler economies, and education and training
had been exceptionally poor.
The favoured development strategy during the independence dec-

ade was based on modernization, industrialization, economic diversi-
fication, and indigenization of the economy. Given the heavy reliance
on imported manufactures, the logical place to start was with import
substitution. Given the obstacles (inadequate infrastructure oriented
mostly towards colonial trade, absence of an industrial workforce,
small domestic markets, dearth of indigenous capital), high levels of
protection, a substantial role for the state, and a search for external
assistance were inevitable. External assistance was obtained mostly
from transnational corporations (TNCs). Foreign direct investment
(FDI) grew during the 1960s and by the mid-1970s investment was
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concentrated in Nigeria, Liberia, Zaire, Gabon, Kenya, and the Côte
d’Ivoire, although it also grew rapidly in some other countries. Al-
though a fifth of worldwide FDI was in Africa by the early 1970s,
over half of the stock (excluding South Africa) was invested in the
primary sector and only a third in the secondary sector, compared
with just over a quarter in all developing areas (Cantwell, 1991).
What TNC investment there was in manufacturing had a number

of disadvantages: restrictive practices often prohibited local sub-
sidiaries from producing for export; the use of capital-intensive tech-
niques generated relatively few jobs; and the goods produced were
often considered to be inappropriate for local markets. Despite
increasing insistence on local public or private sector participa-
tion, import-substitution industrialization (ISI) did not live up to its
promise. It proved to be import intensive, quasi-monopolistic, ineffi-
cient, and a drain on what local capital was available for investment.
Policies associated with ISI included an overvalued exchange rate,
inefficient public ownership, and inappropriate choice of industries
and technologies (Chazan et al., 1988). Although an increase in manu-
facturing output was recorded for the continent as a whole, economic
diversification based on industrialization proved elusive.
The capital requirements of mineral extraction were also clearly

beyond indigenous entrepreneurs or most of the smaller African
governments and so mining was dominated by TNCs. From its tradi-
tional base in South Africa, multinational investment in mining rap-
idly grew after independence. Soon the disadvantages of TNC oper-
ations (repatriation of profits and reluctance to develop in-country
processing) were seen to outweigh the supply of capital, technology,
and export outlets. The only alternative open to governments ap-
peared to be nationalization, either by expropriation or by acquisi-
tion of majority shareholdings. By no means discomfited by such
moves, TNCs have maintained a high degree of control by licensing
agreements, management contracts, provision of refining and manu-
facturing facilities, and overseas marketing.
Chazan et al. (1988) argue that agriculture in many African coun-

tries was relatively healthy at independence: although cash-crop pro-
duction was widespread, it had in most places not been established at
the expense of food crops and there was scope for increased produc-
tion of both. However, the slow rise in agricultural production com-
bined with rapid population growth turned a food surplus into a def-
icit by the mid-1970s. Explanations for the poor performance of the
agricultural sector were complex: they included environmental con-
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straints and anti-agriculture policies aimed at extracting surplus as
taxes and subsidizing urban food. Exacerbating these were lack of
recognition of the strengths of peasant agriculture, leading to dis-
astrous experiments with large-scale mechanized state farming; bias
towards plantation agriculture in research, allocation of inputs, and
extension; and failure to develop adequate infrastructure (Chazan et
al., 1988). Declining per capita food production led to increased de-
pendence on food imports and, even more damagingly, on food aid.
Overall, the real value of many significant exports did not rise as

rapidly as that of imported manufactured goods. In addition, con-
tinued reliance on one or two exports rendered countries particularly
vulnerable to price fluctuations and Northern protectionism. The
pattern of development in most newly independent countries was
regarded as ‘‘neo-colonialist,’’ signifying the impossibility of for-
mulating and implementing development policy based on local
resources when economic growth depended so heavily on external
conditions of demand and foreign capital (Jamal and Weeks, 1993).

Urbanization and urban management

At the beginning of the 1960s, less than a fifth of Africa’s population
lived in urban areas. Although the proportion of southern Africa’s
population that was urban was twice this (42 per cent), the remainder
of African countries, with few exceptions, had very low levels of
urbanization (United Nations, 1993) (table 12.1). However, despite
the extractive nature of colonial economies, the limited development
of manufacturing, and attempts at influx control, urban areas had
been growing at between 4 and 6 per cent per annum in the 1950s,
except in southern Africa. The rate of urban growth, which had thus
been accelerating prior to the main wave of countries attaining inde-
pendence, continued to accelerate. Rates of natural increase also
steadily increased, with the result that the urban growth rate reached
8 per cent a year or more during this period in a number of countries.
The most marked increases in urban growth rates occurred, on the
whole, in the least urbanized countries, including those that attained
independence without significant urban centres, while, in contrast,
slower rates of urban growth were experienced in some countries that
inherited oversized capitals, for example Senegal, where Dakar had
been the administrative centre for the whole of French West Africa
(O’Connor, 1983).
In 1960, only Johannesburg had a population of more than 1
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million, whereas by 1970 there were four cities of this size, two in
South Africa and only two elsewhere in SSA: Lagos and Kinshasa,
which had grown, in so far as it was possible to tell in the absence of
reliable census results, at about 10 per cent per annum consistently
throughout the 1950s and 1960s. Other large cities with particularly
rapid rates of growth (over 10 per cent p.a.) in the 1960s and early
1970s included Abidjan, Conakry, and Dar es Salaam, along with
many of the smaller cities. A pattern of increased concentration of
rural–urban migration in the largest city within a country was widely
evident (Zachariah and Condé, 1981).
Any explanation of the rapid rates of urbanization and urban

growth observed in African countries must take into account a wide
range of structural factors. Incorporation of the African peasantry
into the national and international economy started in the mercan-
tilist era, was consolidated in the colonial era, and was desired both
by governments reliant on extracting foreign exchange and revenue
from cash-crop exports and food for their urban populations from
food-crop surpluses and by farmers, who had become used to and
dependent on cash purchases. The contribution of subsistence agri-
culture to the costs of reproduction of the migrant labour force ena-
bled wages to remain low. However, Standing (1984) suggests that
the effect was that surplus was withdrawn from the rural economy to
maintain the urban labour force, with the result that eventually rural
incomes were reduced to the point that out-migration occurred despite
a lack of urban opportunities. In some areas population growth and
environmental deterioration placed pressure on land and other means
of production, while increasing life expectancy and larger families
reduced the prospects of access to land through inheritance. Although
migration was not the only response, it was a common one (Gugler
and Flanagan, 1978). Elsewhere the rural economy broke down
because of civil strife, for example in Zaire, where numbers in
Kinshasa rose by 350,000 to nearly 1.7 million between 1955 and 1975
(O’Connor, 1983). Finally, government policies typically reduced
producer prices in the interests of increasing the competitiveness of
export crops and providing cheap urban food, reducing the returns to
agriculture.
Meanwhile, a number of changes associated with independence

increased the attraction of cities. The growth of civil services, attempts
to industrialize, and the abandonment of remaining relics of influx
control gave a boost to rural–urban migration. The centralization of
politics and bureaucracy formed a further attraction to investors who
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needed access to the state machinery. The process of decolonization
resulted in the emergence of many new states, each generating a
new or enlarged national bureaucracy. Thus the former colony of
French West Africa, for example, was dissolved into eight new states
(Standing, 1984). What urban centres there were became the locus of
power and investment and new states invested heavily in infrastruc-
ture and amenities in their capitals because of their international and
national visibility (Gugler and Flanagan, 1978; Mehretu, 1983). The
creation of additional subnational units gave further impetus to the
development of administrative centres, while construction of the first
of the new capitals was started in this period. Nigerian National
Development Plans in the 1970s, for example, devoted over 80 per
cent of non-agricultural public capital investment to urban areas
(Salau, 1990: 163). The exploitation of new resources led to growth in
cities such as Port Harcourt, centre of Nigeria’s oil industry, while
other mining centres declined in relative terms, for example in Zaire
and Zambia.
Both the predominant migration model and the belief that urban

bias accounts for the perpetuation of rural poverty rest on the con-
cept of a labour aristocracy, paid above-market wages in a substan-
tial formal sector. In some cities, for example Nairobi, Harare, and
Lusaka, the large-scale sector dominated urban employment and the
availability of wage jobs attracted migrants. In other cities, however,
small and intermediate enterprises accounted for a large proportion
of employment even at independence; for example, Kumasi with 60
per cent and Accra with 45 per cent in 1960 (O’Connor, 1983: 143). In
Abidjan, whereas 44 per cent of workers in 1974 were in the informal
sector, by 1984 58 per cent of urban jobs, following Côte d’Ivoire’s
relatively successful state-driven industrialization, centralization of
administration, attraction of foreign capital, and concentration of
public investment, were in the formal sector (Dubresson, 1997). How-
ever, despite the concentration of a large proportion of all manu-
facturing in countries’ capital cities (a third in Accra and Lagos, half
in Conakry, two-thirds in Abidjan, three-quarters in Freetown, 87 per
cent in Dakar) (O’Connor, 1983), the empirical evidence that wages
were higher and employment more secure than in the informal sector
was scarce (Jamal and Weeks, 1993). Where colonial labour policies
had resulted in an urban age–sex structure dominated by men of
working age, the trend towards convergence with national age–sex
structures that had begun with labour stabilization policies 20 or
more years before intensified, as increasing numbers of women either
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joined their husbands in the cities or migrated in their own right.
In South Africa, however, apartheid policies and the use of migrant
labour from surrounding countries maintained its relatively slow
rate of urban growth and gender imbalance. A secondary attraction in
some places was the better access to social and educational facilities
available in town, while transport improvements and greater aware-
ness of opportunities because of better access to education and the
media facilitated the process. Remittances by urban migrants to rural
areas continued to be significant.
The inherited philosophy, legal and financial basis, and institu-

tional system for planning and managing urban development changed
only incrementally in most countries in the early years after inde-
pendence. The balance between continuity and change, Simon (1992)
suggests, was influenced by the nature of the anti-colonial struggle;
the fate of the ex-colonial élite; the policies pursued by the new élite
with respect to national integration and relations with the world
economy; national modes of production and means of social repro-
duction; and the extent to which urban legislative change was insti-
tuted. Governments were preoccupied with national political and
economic issues and generally paid relatively little attention to urban
administration. Where centralized structures existed, these persisted,
especially in francophone Africa (Stren, 1989a). Where urban local
government on the British model had been established, apart from a
rapidly enlarged franchise at independence, it was retained more or
less intact. However, the scope of urban local government functions
was reduced by the establishment of separate statutory bodies and
the adoption by central government of responsibility for services
such as education and the police (Rakodi, 1986a). The contradiction
inherent in central–local government relations led to the erosion of
local government autonomy in most post-colonial societies, although
the extent to which this occurred and the form that it took varied
between and even within countries. This erosion was exacerbated by
the lack of administrative capacity and the use of political office to
fulfil traditional social obligations, further personal interests, and
increase popular support and power bases (Rakodi, 1986b).
An environment conducive to business and the maintenance of

lifestyles for European residents had been achieved by infrastructure
provision; by land-use planning in the parts of settlements used for
trade, administration, and European residence (and sometimes manu-
facturing); and also, as mentioned above, in many settlements by the
public sector provision of housing for African residents. The urban
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spatial structure and built environment that were inherited reflected
the underlying ideology of separate development, based on racially
segregated residential areas and radically different standards of ser-
vice provision and construction. The imported land administration
system survived independence, but the speed of urban growth far
outpaced its capacity to cope, and the years after independence were
marked by a proliferation of unauthorized residential developments.
The problems arising from the superimposition of an imported system
on indigenous tenure systems, its role in producing the segregated
colonial built environment, its considerable administrative and skill
requirements, and its function as one of the main bases for local
revenue generation, were not resolved. The system of private indi-
vidualized land tenure, with the opportunities it presented for accu-
mulation, was extended on independence to many more indigenous
urban residents, entrenching their interest in maintaining and extend-
ing private property ownership.
The extension of unauthorized development, central government

expenditure constraints, and the lack of a buoyant revenue base
together resulted in infrastructure provision and maintenance falling
further and further behind demand. Even where inherited admin-
istrative structures were changed after independence, the change
more often led to a deterioration than to an improvement in services.
The philosophy underlying colonial housing policy in some countries,
that of providing housing for temporary urban residents (Africans
and in many countries Europeans too), which had led to a system of
contractor-built tied subsidized rental housing, was apparently not
reconsidered. Most post-independence housing policies were based
on similar assumptions: they proved to a greater or lesser extent
unable to keep pace with the housing needs of the growing urban
population and rapidly gave rise to vested interests in their con-
tinuation (Rakodi, 1986a). In urban areas that pre-dated colonialism,
the public sector had much less of a role and private sector con-
struction was relied upon to a greater extent to provide houses for
low-income residents, for example in Zaire, the Sudan, and Nigeria
until the mid-1970s (Stren, 1989a). In almost all these settlements,
the continuation of spatial planning as a technical/regulatory activity
undertaken by a section of the bureaucratic élite and/or foreign con-
sultants, as well as the failure to reconsider land administration,
meant that a large proportion of urban development occurred with-
out reference to any guiding framework. Resources that were avail-
able for investment in infrastructure, service provision, and regu-
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latory activities, and that could have ensured basic environmental
standards for all urban residents rather than high standards for a few,
were not used to best effect.

Global forces in the past two decades of
African development

The impress of mercantilist trade and above all of colonial control
left an enduring political, economic, and spatial legacy that not only
determined countries’ room to manoeuvre on their attainment of
independence, but also, as seen in the recent history of the continent,
is far from spent. The global forces that affect African countries and
cities today have their origins in the historical relationship between
the continent and the world economic system. However, the charac-
ter of globalization has continued to evolve and its differential effects
to become more marked.
First, with respect to trade, by 1990, 91 per cent of Africa’s export

earnings were still from primary products, although fuels, metals, and
minerals accounted for two-thirds of this compared with a quarter in
1965. Unlike low- and middle-income countries elsewhere in the
world, which had increased the share of manufacturing in their export
earnings from 26 per cent to 50 per cent, and had increased their
share of world trade, Africa remained marginal to the world trade
system. This was not, as often implied by the International Monetary
Fund (IMF), for want of effort (export volumes from SSA grew at
6.1 per cent p.a. between 1965 and 1980 and at 0.2 per cent p.a. in the
1980s – World Bank, 1992), but because demand for primary com-
modities has weakened. In addition, even the IMF admits that the
terms of trade for African countries as a whole deteriorated in six out
of the eight years between 1984 and 1992. Imports have, inevitably,
been dominated by manufactured goods, although food continues to
constitute 16 per cent of imports and the volume of food aid in 1989–
1990 was nearly three times that needed in 1974–1975 (World Bank,
1992). Although imports grew less rapidly than exports between 1965
and 1980, during the 1980s, while the volume of exports continued to
grow slowly, imports fell by �4:3 per cent p.a. as countries came
under pressure to use export earnings to repay their debts (World
Bank, 1992). The reduced capacity to import in turn had adverse
effects on growth throughout the later 1970s and 1980s (IMF, 1993).
Perhaps the most crucial incidents affecting Africa’s trading posi-

tion have been associated with oil prices. The price increases of
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1973–1974 and the later 1970s improved the terms of trade for the oil
exporters. For example, Nigeria’s economy grew by 7.0 per cent p.a.
between 1965 and 1975. The boom, however, stimulated extravagant
investment and the use of the state machinery by members of the
élite, civil servants, and intermediaries for foreign capital to further
their own interests. The naira was allowed to appreciate, leading to
a decline in agricultural exports, so that, when the oil-based boom
came to an end at the end of the 1970s, not only did Nigeria have
little other than increased inequalities, increased concentration of
activity in the southern cities, and wasteful prestige projects to show
for it, but also alternative sources of export earnings had not been
developed. As a result, it rapidly entered the slow-growth group of
economies and its GDP actually fell by �2:5 per cent p.a. between
1975 and 1986. Cameroon, although a smaller producer, was equally
dependent on oil exports. Unlike Nigeria, its currency was allowed
to depreciate, foreign exchange reserves were accumulated abroad,
oil revenue was used to finance manufacturing, and coffee and cocoa
producer prices were maintained despite lower world prices, so that it
avoided the worst effects of the oil price falls (Nafziger, 1990). How-
ever, the terms of trade of the great majority of countries that were
oil importers declined to 85 per cent of 1973 levels (Nafziger, 1990:
52). The immediate impact on transport, energy, and agriculture
forced countries to borrow to foot the increase in import bills. At
the time, the massive influx of petrodollars into the world financial
system was resulting in negative real interest rates, and the strategy
seemed both necessary and rational.
However, for the majority of African countries, their additional

borrowing in 1973–1974 was to have adverse effects in the longer
term, as real interest rate increases coincided with yet higher oil
prices at the end of the decade, producing the debt crisis of the early
1980s. Commercial borrowing was dominated by a few countries,
including Nigeria, Gabon, and the Congo, mainly for oil exploitation,
and also Côte d’Ivoire. Another reason for borrowing has been to
cover current account deficits. In the poorest countries, reliance on
aid has been unavoidable. Thus Africa’s indebtedness is variously a
result of necessity, extravagance, and the opportunities offered by its
past strategic importance. However, much of the money has been
squandered, especially in countries such as Zaire, Ghana, and Nigeria
(Nafziger, 1990). Repayments have consistently absorbed 25 per cent
of export earnings since the mid-1980s, and even then much of the
accumulated debt consists of arrears rather than new borrowing.
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Although, by world standards, Africa is not a major borrower, the
burdensome nature of this debt to the countries concerned is illus-
trated by comparing SSA, which had outstanding debt equal to 324
per cent of exports of goods and services and 109 per cent of GDP in
1990, with East Asia and the Pacific (91 per cent and 27 per cent,
respectively) or Latin America and the Caribbean (257 per cent and
42 per cent) (World Bank, 1992). Commercial bank debt makes up,
however, a much less significant proportion of the debt overhang
(13 per cent) than official debt (78 per cent) (IMF, 1993: 187). Before
considering official development assistance (ODA) in more detail,
the ability of African countries to attract equity investment will be
analysed.
Although between the early 1970s and mid-1980s, global FDI

became less important than bank credit, it continued to grow in
volume. Much was concentrated in a small number of countries
with large domestic markets, rich natural resources, or advantages as
a base for export-oriented production. By 1982, the proportion of
global FDI that was in less developed countries (LDCs) had in-
creased to 24 per cent but Africa’s share of it had decreased from
21 per cent to 11 per cent (Cantwell, 1991: 187–189). Its share of
new FDI was even less. Even when they offered substantial incentives
and imposed few restrictions, acknowledged the IMF, the smaller
resource-poor African countries were unsuccessful in attracting
investment (IMF, 1985: 4). Thus between 1976 and 1986, significant
net inflows occurred only to Nigeria, Liberia, Zaire, Gabon, Kenya,
Cameroon, and Côte d’Ivoire. Most countries experienced net dis-
investment, and in 1985 and 1986 SSA as a whole experienced net
disinvestment, not least because of the effects of structural adjust-
ment (Cockcroft, 1992: 337).
The sectoral composition of worldwide FDI changed over the

period, initially away from oil, mining, and agriculture to manu-
facturing. Nationalizations and the effect of policies to restrict entry
of new foreign capital lessened TNC interest even in oil and mining in
Africa (IMF, 1985; UNCTC, 1991). Nevertheless, by the early 1980s,
half the total stock of FDI was still in the extractive sectors, com-
pared with about 20 per cent in non-African LDCs. To the extent
that FDI occurred in manufacturing (about a quarter of the stock in
Africa by the beginning of the 1980s, compared with half in Asia and
over half in Latin America), it has been in low-value-added import-
substitution and resource-processing industries in the larger, more
developed economies (Cantwell, 1991). Although Africa’s share of
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worldwide FDI remained stable, at just over 2 per cent throughout
the 1980s, most of this originated in the former colonial powers rather
than in Japan or the United States, and, even to industrial capital in
the former colonial powers, Africa is now only of marginal and
decreasing interest (Bennell, 1990). A further sectoral shift gathered
pace in the 1980s, as services FDI grew to comprise over half of all
annual flows of FDI and 40 per cent of FDI stock worldwide. Recent
growth in services FDI in Africa has been concentrated in a few
countries (mainly Nigeria) and in the traditional areas of trade and
construction, rather than in the financial services sector, which has
been so important globally. However, a very high proportion of the
tiny but growing Japanese investment is in trade and financial ser-
vices (UNCTC, 1989). Although Africa has shared in the increased
global flows of investment in services, as with manufacturing, its
position is marginal. Only South Africa has a well-developed capital
market and a stock exchange dealing significantly in international
stock (Simon, 1997). The limited volume of manufacturing and ser-
vices FDI has exacerbated the difficulties experienced by African
countries in generating sufficient wage jobs for growing urban labour
forces.
External and internal shocks, a general deterioration in the terms

of trade for many of Africa’s most important products, and economic
mismanagement have led to a continued need for foreign exchange
that is not satisfied, by earnings from exports, commercial bank
borrowing, or FDI. As a result, Africa became the largest recipient
region of ODA by the 1980s. Aid receipts as a percentage of GNP
were 9.6 per cent in 1990, but much more in the poorest and most aid-
dependent countries (Mozambique 66 per cent, Tanzania 48 per cent,
and Somalia 46 per cent). Although other countries were less aid de-
pendent, in several between a fifth and a third of GNP came from aid.
The recipients of the largest volume of aid per capita, however, were
not the poorest countries (World Bank, 1992). In addition, it should
be noted that, whereas net credits from the IMF were positive in the
early 1980s, they were negative later in the decade (ODI, 1993).
The reliance of African countries on aid has rendered them

vulnerable to policy conditionality, both by the multilateral donors,
which supplied just under a third of ODA in the 1980s, and, in their
wake, by the bilateral donors. Policy conditions have affected both
general economic management and approaches to urban develop-
ment. The latter will be considered in the next section. The difficulties
caused for African countries by the external shocks of the 1970s and
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early 1980s were initially seen as temporary trade crises and tackled
by IMF stabilization packages. However, endogenous shocks (drought,
civil strife) and economic mismanagement, combined with external
vulnerability, showed that the economic crisis had deeper roots,
resulting in the addition of structural and sectoral adjustment pro-
grammes to the stabilization programmes. By the end of the 1980s,
30 African countries had adopted structural adjustment policies
(SAPs), many implementing a succession of programmes, and others
had introduced some kind of ‘‘home-grown’’ programme (Jesperson,
1992). The programmes adopted by most countries comprised three
basic components: liberalization and measures to encourage exports,
streamlining of the public sector by means of privatization and
reduction of expenditure, and restructuring of external debt in order
to increase repayments and attract new flows of aid and commercial
investment (Seralgeldin, 1989). By the end of the 1980s, the World
Bank’s emphasis had shifted from stabilization and growth to place
rather more emphasis on equity, stressing the need for programmes
to foster the participation of the poor in the process of economic
growth, by improving their access to jobs, income-generating assets,
and basic services, and by introducing compensatory transitional
provisions to protect vulnerable groups’ access to services and to
enable redundant workers to make a new start (Seralgeldin, 1989;
Ribe et al., 1990).
African countries have pursued SAPs in difficult economic circum-

stances (fluctuating and/or declining terms of trade, high real interest
rates exacerbating the debt burden, and droughts). Although the
World Bank detected a number of positive experiences, especially
in countries relatively little affected by unusual weather or external
shocks (Seralgeldin, 1989), many assessments are less positive and
others reach contrary conclusions (for example, Jesperson, 1992;
Killick with Malik, 1992; Stewart et al., 1992; Mosley and Weeks,
1993). In partial recognition of this, the World Bank’s most recent
assessment (World Bank, 1994) is more measured in its conclusions.
Despite privatization and the liberalization of prices and foreign
trade, investment and GDP have generally fallen, and the share of
manufacturing in GDP and export earnings increased little if at all. In
the past few years, some signs of industrial recovery have emerged,
but the picture is very mixed, with many countries showing a con-
tinued deterioration (Simon, 1997). It was hoped that increased pro-
ducer prices and reduced food and services subsidies would benefit
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rural populations, especially small farmers, redressing the perceived
anti-agriculture and anti-rural bias in government policy. However, in
practice these impacts have been uneven and in many cases strongly
negative, despite half-hearted compensatory programmes and attempts
to integrate anti-poverty measures into SAPs (Gibbon, 1992). Many
of the impacts have affected urban populations in particular and
will be analysed in more detail below.
Although policy reform was needed in African countries, their

increased dependence on external assistance in the 1980s made them
susceptible to uniform policy prescriptions, determined, despite ap-
parent opportunities for negotiation, largely by outside agencies.
Although the donors claim that there is now evidence of improved
macroeconomic performance as a result, few others are convinced.
Instead, the hegemony of the colonial powers over policy formulation
to which Africa was subjected in the first half of the twentieth century
seems to have been substituted by a new hegemony, which no less
clearly has the interests of transnational capital and Northern coun-
tries at heart. Such a hegemony, it is argued, is illustrated by the lack
of influence of alternative agendas for reform, such as that of the
United Nations Economic Commission for Africa (UNECA, 1989;
Stewart et al., 1992).

Urban growth and change

What, in the context of Africa’s external dependence and vulner-
ability, marginalization and aid dependence, has happened to cities?
What effects has the economic deterioration precipitated by the
first oil price increases and reinforced by subsequent exogenous and
endogenous forces had on the rate of urbanization and on the eco-
nomic structure of cities? One of the manifestations of the inter-
nationalization of capital has been the emergence of a hierarchy
of cities with particular roles in the capitalist economic system.
Although there is disagreement over the precise identification of
levels in the hierarchy and which cities to include in each category,
the general consensus seems to be that currently four levels can be
identified, representing different functions with respect to capital
accumulation.
At the apex of the system are the so-called ‘‘world cities,’’ sites for

the control and management of TNC operations, specialized business
services to back these up, and nodes in the world banking and com-
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mercial system (Sassen, 1994). Not unexpectedly, given Africa’s
marginality to the world economic system, none of the world cities
are located in Africa.
Second to these global cities are regional or continental cities,

which perform similar functions within the world capitalist system to
global cities, but within a more restricted geographical region (Sit,
1993). LDC cities of most obvious regional significance are those
in the newly industrialized countries (NICs), which are increasingly
integrated into functional networks of economic linkages with global
or core cities, especially in Asia. Within these regional networks,
‘‘growth triangles’’ have been identified, based on complementarities
across national boundaries, and urban corridors based on mega-cities
(Yeung and Lo, 1996). Although one or two cities in sub-Saharan
Africa have roles beyond their national boundaries, for example
Nairobi (Simon, 1992), and the regional economic significance of
others such as Johannesburg is growing, Africa is not even part of the
semi-periphery, and the functional city systems linked across national
borders that have begun to emerge in Asia are not evident in Africa
except in so far as cities in the interior must use ports in other coun-
tries for trade. Abidjan in west Africa and Dar es Salaam in east
Africa, for example, perform this function.
At the third level in the hierarchy are national cities, which are

focuses for national accumulation but also, by providing a location
for transnational offices and operations, banks, and corporate ser-
vices, are linked into the world economic system (Simon, 1992; Sit,
1993). Some of the national cities that currently have only limited
regional functions are competing with each other to attract external
investment and extend their regional significance. In West Africa, for
example, Accra and Abidjan foresee that they may be able to attract
such investment in competition with larger Lagos, because of the
more promising economic circumstances of the countries in which
they are located (Ghana and Côte d’Ivoire) and an urban environ-
ment more conducive to economic efficiency. Finally, secondary cities
within countries, which perform functions primarily for local capital,
may also be integrated into the global system as channels for traded
goods and locations for TNC production.
In 1970, there were only four cities with a population of over

1 million in sub-Saharan Africa (Lagos, Cape Town, Johannesburg,
and Kinshasa), but by 1990 there were estimated to be 17, in 13
countries (United Nations, 1993). Only Lagos was said to have a
population of over 5 million (estimated by the United Nations at 7.7
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million in 1990, by the Lagos State Water Corporation at 7.9 million
in 1990, and from the provisional census figures at 5.7 million in
1991). However, if Johannesburg’s boundaries are defined to include
the Pretoria–Witwatersrand–Vereeniging (PWV) metropolitan re-
gion, its population was 8.8 million in 1990 (Beavon, 1997). Possibly
nine other cities have populations of between 2 and 5 million (Luanda,
Abidjan, Addis Ababa, Nairobi, Maputo, Dakar, Cape Town, Khar-
toum, and Kinshasa) (see fig. 12.1).
In all but one of the countries containing a city of over 1 million

(South Africa), the largest city was home to at least one-fifth of the
country’s urban population, but the range of concentration is very
wide (from 20 per cent of Nigeria’s urban population in Lagos to 76
per cent of Guinea’s in Conakry). Large cities also dominate in the
least urbanized countries: in the case of Ethiopia only 12 per cent of
the population in 1990 was urban, but 30 per cent of this was in Addis
Ababa (1.8 million) (United Nations, 1993). Even in countries that do
not have very large cities, the proportion of the urban population
living in the largest city is high and increasing, while secondary cities
and small urban centres continue to be underdeveloped (Rondinelli,
1988).
Rates of urban growth and city size are not linked crudely to

national economic trends or the economic functions of cities (Simon,
1997). Despite Africa’s marginal position in the world economy and
the economic difficulties experienced more or less consistently since
the mid-1970s, urbanization has continued (table 12.1). By 1990, it
was estimated that nearly a third of the population was urban com-
pared with less than a quarter in 1975. According to a recent UN
publication, the rate of urban growth was about the same in the 1980s
as in the post-independence decade, running at just under 5 per cent
p.a. As in the earlier period, rates of growth in the least urbanized
regions (East and West Africa) were greater than those in the most
urbanized region (southern Africa). However, there are major diffi-
culties with these figures: the recency and reliability of censuses vary
widely, with two of the largest countries (Zaire and Nigeria) failing to
produce reliable figures. The inability of so many African countries to
carry out regular and reliable censuses is a symptom of their poverty
and underdevelopment, as well as a result of civil war and political
instability. Many of the apparently precise figures are mere estimates,
based on extrapolations of earlier trends, but, given the series of
exogenous and endogenous shocks that have affected the develop-
ment of most African countries, it is risky to make such assumptions.
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Fig. 12.1 The urban pattern in Africa (Sources: United Nations, World Urbanisa-

tion Prospects: The 1994 Revision (1995 Estimates); exceptions based on relevant

chapters from UNCHS, Global Report on Human Settlements, draft, Nairobi:

UNCHS, 1995, table 4)
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Accra, for example, was reputed to have experienced significant net
out-migration during the worst period of economic hardship in the
early to mid-1980s, as people returned to their traditional stool or
family lands: certainly census data demonstrated that the national
urban growth rate of 3.2 per cent p.a. for 1970–1984 was considerably
less than the 1960–1970 growth rate of 4.8 per cent. This trend, it
was suggested, reversed again once conditions improved under the
second SAP in the late 1980s and early 1990s and its associated
Programme of Actions to Mitigate the Social Costs of Adjustment,
but data are not yet available to substantiate this (Simon, 1997).
Similarly, the annual population growth of Abidjan, which averaged
10–12 per cent p.a. between 1960 and 1978, fell in the 1980s to 4–6
per cent, below that of middle-sized towns. The flow of migrants,
especially from neighbouring countries, which made Abidjan one of
the most cosmopolitan cities in the continent, has slowed down
(Dubresson, 1997). Falling rates of urban growth reflect a decline
in rates of in-migration and also a tendency for rates of ‘‘return’’
migration to increase (Potts, 1997). Flows of displaced people into
Maputo, Luanda, Addis Ababa, and Monrovia as a result of rural
conflict, or out of Mogadishu and Kigali in response to urban-based
insurrections, also confound estimates based on previous trends and
may or may not produce permanent changes in the urban population
(Simon, 1997).
In the 1960s and 1970s, the proliferation of informal activities

seemed to be sustained by the demand generated by formal sector
enterprises and wages. However, in the 1980s, the implementation of
SAPs, involving the slimming down of civil services and parastatals,
privatization, relaxation of labour protection policies, and dismantling
of trade protection, led almost universally to an absolute or relative
decline in formal sector employment and a narrowing or reversal of
the urban–rural income gap (Jamal and Weeks, 1993; Potts, 1997).
Urban-based manufacturing suffered particularly badly from short-
ages of imported materials, increased interest rates, reduced invest-
ment, and declining effective demand. In some cities, nevertheless,
formal sector employment continued to predominate. For example,
in 1977 over half of all manufacturing establishments and 71 per cent
of building and construction firms in Kenya were located in Nairobi.
By 1988, over half of all urban wage employment was still in the city
(63 per cent of formal construction employment, 72 per cent of that in
finance, real estate, and business services) (Simon, 1992: 94–97). The
1992 census showed that in Kenya the loss of wage employment had
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been greater in secondary urban centres, with the result that the
majority of those working in Nairobi were still in formal wage
employment (Obudho, 1997). Even where formal sector manufactur-
ing continued to be important, however, declines were registered.
Beavon (1997), for example, describes the early mining and later
manufacturing economic base of Johannesburg, which, together with
its services functions, account for its growth and agglomeration into
the PWV conurbation. However, industrial decline in the late 1980s
and early 1990s has been caused by a decline in mining, cutbacks
in military production, and the effect of decentralization policies on
labour-intensive industries, especially clothing and textiles (Rogerson,
1997). Although some of those retrenched in African cities returned
to the rural areas, unemployment rates also rose and many resorted
to informal sector activities to earn a living. Thus, in Côte d’Ivoire
since the beginning of the 1980s, the SAP has meant the loss of
thousands of jobs in the public and parastatal sectors, manufacturing,
and construction. In 1980 in Abidjan there were 383,000 jobs in the
formal/modern sector and 330,000 in the informal sector, but by 1988
the economic activity rate had fallen to 42 per cent (compared with
59 per cent in 1978) and 58 per cent of jobs were in the informal
sector, within which the proportion of self-employed had grown from
32 per cent to 41 per cent in 10 years (Dubresson, 1997: 263).
The most recently available data indicate that nearly two-thirds of

the total African urban labour force is engaged in informal sector
activities (ILO–JASPA, quoted in Rogerson, 1997) and almost all the
new jobs are being created in the small-scale micro-enterprise econ-
omy. For those in employment, real wages usually fell, sometimes
dramatically, and they also sought economic activities in the informal
sector. In Kinshasa in 1986, the proportion of income derived from
wages was only 33 per cent for civil servants, and no more than 45 per
cent or so for other wage workers, with wages as a proportion of
income decreasing as wages increase (Piermay, 1997). Findings in
Tanzania (Tripp, 1992) and Uganda (Bigsten and Kayizzi-Mugerwa,
1992) were similar. Although some of those previously employed as
wage workers lack the skills to become self-employed, many others
use the basic working capital provided by wage employment, and the
contacts and opportunities that their formal sector jobs provide, to
establish successful businesses. The complexion of small-scale eco-
nomic activities varies between cities, although in most places they
are predominantly trade related (for example in Dakar and in the
urban areas of Botswana, Malawi, Swaziland, Kenya, and South
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Africa) and the extent of small-scale manufacturing is limited. Par-
ticipation in small-scale enterprises does not mean that most of the
workforce is self-employed – wage employment is widespread, even
though most of the enterprises may be single-person businesses.
However, constraints on accumulation and availability of credit have
resulted in a pattern of replication rather than capital/skill/technology
upgrading and increased enterprise size (Rogerson, 1997). One char-
acteristic associated with the growth in significance of the small-scale
sector is the increased participation of women both in the workforce
and in informal sector activities, although the sexual division of
labour tends to confine them to the less profitable activities. The key
explanatory factor for the proliferation of small-scale and informal
economic enterprise is the progressive emasculation of the formal
economy. Although the exodus of skilled technicians to which this
gives rise may create an opportunity for technological upgrading of
the informal sector, especially where demand for modern manufac-
tured goods is transferred from formal to informal sector firms (as
appears to have happened in Côte d’Ivoire and maybe Kenya), the
influx of new entrants may also exceed the capacity of the sector to
absorb them, leading to overproduction and overtrading, declining
profits, and the expansion of exploitative labour practices (Rogerson,
1997). A potentially important aspect of informalization relates to
growing linkages between formal and informal enterprises, in which
formal factory jobs are increasingly displaced by jobs in unregistered
plants and home-working, in order to bypass labour regulations and
reduce costs. This is, to date, limited in urban Africa (Rogerson,
1997). As yet, our understanding of the nature and scope of this bur-
geoning of the small-scale competitive sector is insufficient to make
judgements, first on whether it is merely a refuge, enabling people to
survive at or below the poverty line, or a dynamic flexible sector
capable of generating economic growth, or, secondly, on how the
changing nature of the urban economy will influence migration trends
in future. However, Dubresson (1997) doubts that, without the stim-
ulus of formal sector purchasing power, small-scale trade, services,
and manufacturing can provide the economic dynamism required by
large cities.
Despite Africa’s economic difficulties and the apparent slow-down

in rates of urban growth, large cities have continued to grow (at an
estimated average of 4.5 per cent p.a. in 1990–1995) (United Nations,
1993). Rates of natural increase are high despite the spread of AIDS;
these cities are communications and transport hubs, and often the
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seats of government. Their location as the place of residence for pol-
iticians, senior civil servants, and diplomats has helped to bias public
expenditure in specialized health and other services and infra-
structure towards them; this and the need for access to government
offices have in turn made them the most likely locational choice for
both transnational and domestic investment in manufacturing and for
the offices of TNCs with mining or agricultural enterprises elsewhere
in the country. Even though transnational investment in services in
African countries is limited, what there is occurs in the largest cities.
FDI is even more concentrated than domestic investment in the
largest cities, because of executives’ greater knowledge of the city’s
economic environment and the presence of commercial facilities
to intermediate between extraction/production and the international
market where necessary (Sit, 1993). The locational attractions of
the city are often magnified by policy with respect to, for example,
transport tariffs, energy and service prices, and incentives for indus-
trial development. Official policies to encourage decentralization are
often counteracted by the spatial effects of non-spatial policies.
Lagos, for example, accounted for only 8.5 per cent of Nigeria’s
urban population in 1950, but has increased its dominance in suc-
ceeding decades and now is estimated to accommodate one-fifth of
the country’s urban population (United Nations, 1993). From its col-
onial origins as a port and administrative centre, a history of con-
centrated public and private sector investment underlain by poor
communications with the rest of the country, political and admin-
istrative dominance combined with a politics of patronage, and de-
pendence on imported inputs for industry and construction has re-
inforced its early dominance. Over 90 per cent of total net subsidies to
industries benefited those located in the city (Oberai, 1993). Despite
the removal of the national capital and federal civil service to Abuja,
Lagos remains the economic and commercial hub of Nigeria and its
main point of international access (Abiodun, 1997).
Many rural areas provide few economic opportunities for their

growing populations, despite the pro-agriculture policy changes that
have formed part of SAPs. Although the deterioration in infra-
structure and services that has resulted from public expenditure cut-
backs has been countrywide, rural areas started in a disadvantaged
position. The chance of a better life in the cities, however much of
a gamble, continues to attract migrants (Dogan and Kasarda, 1988).
However, the unpredictable outcomes of economic reform pro-
grammes, the lack of reliable demographic information, and our
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limited understanding of the dynamics of urban economies following
the virtual collapse of formal sector employment and wages make it
difficult to foresee future urban growth trends.

Aid dependence and urban management

Rapidly growing urban populations place increasing demands on
land, housing, services, and infrastructure, but weak revenue bases,
lack of technological and administrative capacity amongst the agencies
responsible for urban development, and vulnerability to evasion or
exploitation by those with political and economic power prevent pro-
visions keeping pace with need. The result is environmental damage,
deteriorating living conditions, especially for the urban poor, and lack
of the political legitimacy needed to improve revenue collection and
regulatory processes. Investors have supported such aspects of urban
administration as they perceive to be in their interest, especially the
maintenance of private tenure, physical infrastructure provision,
zoning, and development control. When affected by shortcomings in
these administrative and service systems, however, it has served their
interests better to make private provision, including private health
care and education, private vehicle ownership, borehole water, diesel
electricity generators, and radio equipment, rather than increasing
their contribution to the development of comprehensive and effective
urban services (Lee, 1993). Recognition by the 1970s of urban bias
in both spatial investment and non-spatial policies led to an over-
reaction. Aid flows switched almost entirely to rural development,
with the partial exception of the World Bank and the United States
Agency for International Development (USAID). Governments, de-
spite the political power of urban populations, had declining volumes
of resources and often misdirected them into ineffective or prestige
investment. The result was that local administration and services
deteriorated.
Despite continued struggles to improve urban planning and

management, even in cities with substantial economies and formal
political and administrative systems, the ability of land-delivery and
physical and social services provision to provide an efficient urban
environment for economic enterprise and a reasonable living envi-
ronment for cities’ residents has been inadequate (Stren, 1989b).
Most successful in this regard have been the closely controlled cities
of the recent settler economies, with their formal sector economic
bases and substantial volumes of locally generated resources: South
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Africa and Zimbabwe (Rakodi, 1995a). Even in these countries,
however, the systems have been under pressure, and the influx of
‘‘illegal’’ migrants from the rural areas to the cities of South Africa,
together with segregated and discriminatory administrative systems,
resulted in widespread illegal land occupation and deterioration of
services. In countries that had reasonably buoyant economies during
the 1960s and early 1970s, such as Zambia, Kenya, and Côte d’Ivoire,
inherited systems of urban administration survived and coped rea-
sonably well, despite the pressures of rapid population growth. How-
ever, economic deterioration combined with the cumulative impacts
of failure to change policies, reform administrative procedures, and
ensure that revenue generation kept pace with growth and needs led
to increasing incapacity to deal with urban planning and management
needs.
The collapse of the formal economy, democratic politics, and

administration and services has gone further in some societies than
others. Zaire is generally considered to be at the opposite end of the
spectrum from, say, South Africa or Zimbabwe, in terms of economic
and public sector capacity. However, Kinshasa continues to grow, its
inhabitants to obtain access to land and housing, and some urban
services to function. Although there is a formal administrative struc-
ture, the state has a very weak role with respect to the urban devel-
opment process. That the city has not collapsed in chaos is due to the
functions performed by state officials in parallel systems (for exam-
ple, informal land allocation), the powerful roles played by local
leaders including traditional chiefs, and the initiatives taken by pri-
vate sector agents including businessmen and the churches (Piermay,
1997). Ironically, it is perhaps in some aspects of this model that
promising approaches to future urban management can be detected.
Reliance on a weak local state has been shown to be misplaced and
new provider/producer relations between the state and the private
sector, non-governmental organizations (NGOs), and community-
based organizations are being developed with respect to service pro-
vision and neighbourhood improvement (Wekwete, 1997).
Nevertheless, Africa’s aid dependency has brought with it policy

conditionality not merely for economic policies but also for spatial
investment. The World Bank’s first attempt to tackle urban problems
started in the early 1970s (World Bank, 1972). Its search for appro-
priate locations for pilot projects based on the principles of afford-
ability, cost recovery, and replicability coincided with the dawning
realization in low-income countries that traditional methods of cater-
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ing for newly formed urban households by the construction of com-
plete conventional housing units for rent or sale were unrealistic. In
Senegal and Zambia, the World Bank identified promising locations
for its first projects, both based on sites and services, with the latter
also incorporating upgrading of unauthorized areas. It envisaged
these projects as both pilot and demonstration projects, and located
them in the capital cities of the respective countries in the hope that
they would later be replicated throughout the urban system. Neither
were, although some of the lessons from them were fed into later
projects of the same type in other African countries. Between 1972
and 1978 there were 12 such projects in SSA (Okpala, 1990) and by
1984 a further 13 (World Bank, 1986). Few, however, were wholly
successful with respect to the three principles on which they were
based: most sites and services projects were not affordable by the
poorest, hidden subsidies were common, cost recovery problems
were widespread, and replication was rare. Other funders, especially
USAID, which was funding 14 projects in 1984, adopted similar
approaches (World Bank, 1986). Thus in 1985, out of the 72 projects
identified for the International Year of Shelter for the Homeless in 28
African countries, 60 per cent were externally funded (Okpala, 1990).
By the later 1970s, it was clear to many observers that there

were problems associated with project-based lending, some of which
resulted from the external funding and some from the process of
project planning and implementation. The requirement for most sig-
nificant decisions with respect to project design, implementation, and
cost recovery to be agreed at the appraisal stage, prior to loan ap-
proval, and for agreed schedules of implementation to be adhered to,
first, deterred participation in project planning even in unauthorized
areas and where local political and official forces were sympathetic,
and, secondly, made it difficult to modify project components that
proved inappropriate or unworkable in practice. The establishment
of separate project units to implement externally funded projects was
a mixed blessing: they permitted external agencies to keep track of
funds and insist on their correct use, and local implementors to avoid
red tape and recruit appropriate staff, but they also led to problems of
integrating newly serviced areas into ongoing systems of admin-
istration and service operation and maintenance. In addition, few of
the projects resulted in an improved capacity with respect to land
delivery, infrastructure provision, operation and maintenance, build-
ing materials production and supply, or housing finance (Rakodi,
1991).
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By 1983, the World Bank had also begun to recognize some of
these problems (World Bank, 1983; Cohen, 1983, 1990) and the
emphasis of its lending programmes and those of USAID shifted.
Major constraints on the larger-scale provision of serviced plots were
perceived to be inadequate local revenue generation and the limited
volume of mortgage funding that the public sector was able to make
available. Attention was paid to the former from the mid-1980s,
when, for example, a USAID study of local revenue generation in
Burkina Faso was carried out (Mabogunje, 1990). A desire to tap into
private sector funds for low-income housing, an ideological belief that
private sector institutions would be more efficient in disbursing and
recovering loans than public sector institutions, and an underlying
desire to extend the reach of international and domestic large-scale
capital led to a major focus on housing finance. USAID had estab-
lished a Housing Guarantee programme in the early 1970s, which
mobilizes private bank funding in the United States through a Con-
gressionally sanctioned government loan guarantee. Attempts were
made to create self-supporting financial intermediaries capable of
making loans to low- and moderate-income households and to reduce
and restructure housing subsidies (especially to eliminate subsidized
interest rates) (World Bank, 1993). This was much easier in Asia and
Latin America, with their more developed financial sectors, than in
Africa and, although the worldwide volume of Bank shelter-related
lending increased, it also shifted towards higher-income countries
(World Bank, 1993: 57). The limitations of the approach and its vul-
nerability to economic downturn are revealed by the Zimbabwe
experience (Rakodi, 1995b; see also Pugh, 1994). Following an over-
all review of experience (UNCHS, 1987), the new emphasis was
nevertheless endorsed by the United Nations (UNCHS, 1990) and
the World Bank (1993). In a strategy based on enabling the private
sector to address the housing needs of all income groups, including
the poor, the role of government is seen to be management of
the housing sector as a whole rather than project-based support. The
World Bank’s approach is based on the use of various instruments
designed to stimulate housing demand, facilitate supply, and provide
an overall institutional framework (World Bank, 1993). This does
represent a more coherent view of the proper role for government
and also contains some recognition that the appropriate package of
policies for a country will differ according to the level of development
of its financial sector and the nature of the supply constraints on land
and housing development (World Bank, 1993).
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Parallel with this attention to the housing sector was a recognition
that most cities were so poorly serviced that they could not maintain
their roles in national economies as the centres of administration and
suppliers of rural inputs (Stren, 1992), while the inhibiting effects on
private sector investment of infrastructure neglect were also recog-
nized (Peterson et al., 1991). In Tanzania, for example, while the
economy stagnated, the per capita decline in expenditure on infra-
structure and services was �11 per cent p.a. between 1978/79 and
1986/87. As a result, large firms had to lay off workers sporadically in
response to irregular water and electricity supplies; these in turn
resulted in lower production, lower profits, and lower yields from
taxation (Stren, 1993: 128).
In 1990, a World Bank policy document set out a new agenda,

designed:
1. to improve urban productivity by remedying infrastructure defi-

ciencies, rationalizing regulatory frameworks, strengthening local
government, and improving the financing of urban development;

2. to alleviate urban poverty by increasing demand for the labour of
the poor, investing in health and education, and supporting safety
nets and compensatory measures to deal with transitional prob-
lems caused by SAPs; and

3. to protect the urban environment by raising awareness, improving
the information base, and developing city-wide environmental
strategies and programmes of action (World Bank, 1991; Cohen,
1992; Cohen and Leitmann, 1994).

To implement this agenda, an increase in World Bank lending was
anticipated, as well as a shift in emphasis from neighbourhood
investments in shelter and infrastructure to city-level policy reform
and institutional development and city-wide investment in infrastruc-
ture. The Urban Development Cooperation Strategy, ‘‘Cities, People
and Poverty,’’ of the United Nations Development Programme
(UNDP) has similar goals but apparently places more emphasis than
the World Bank on the need for social justice, participation, and sup-
port for NGOs (Cheema, 1992). The World Bank, together with the
United Nations Centre for Human Settlements (UNCHS) and the
UNDP and later some bilateral donors, agreed an urban management
programme (1986–1996) that aims to work with developing countries
to strengthen the contribution that cities and towns make towards
economic growth, environmental quality, and the reduction of pov-
erty. The programme now works in five areas: land management,
infrastructure management, municipal finance and administration,
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environmental management, and poverty alleviation. It operates in
Africa through a regional office in Accra, using city and country con-
sultations as a basis for policy formulation and regional networks of
expertise to provide technical advice on the implementation of action
plans. The programme is underpinned by earlier World Bank
research (for example, Bahl and Linn, 1992, on urban finance) and an
ongoing research programme, as part of which a series of research
and advisory publications is being produced. By the late 1980s, lend-
ing to strengthen municipal finance, infrastructure investment and
management, and land management had increased (Wegelin, 1994).
As yet, there have been neither published in-house nor indepen-

dent external evaluations of the World Bank’s new urban agenda
and the Urban Management Programme (UMP). However, concerns
have been expressed about the assumptions upon which it is based,
the gap between policy and implementation, and its relationship
to the wider economic policies advocated by the same institutions
(Jones and Ward, 1994). Harris (1992), for example, considers that
the measures intended to increase urban productivity are not based
on an adequate understanding of the structure or of the competitive
advantages and disadvantages of city economies. Stren (1993) criti-
cizes the agencies’ failure to define what is meant by urban manage-
ment, although he recognizes that this is in part to retain organiza-
tional flexibility. The term has become popular, Stren suggests,
because of its ideological appeal, given its association with business
management, and the desire of the funding agencies to harness pri-
vate sector resources. Nevertheless, it can be used to incorporate
conceptual and practical advances in approaches to planning for
urban growth (Devas and Rakodi, 1993). There is also a certain
political naı̈vety in the published documents (Jones and Ward, 1994),
and the mentions of participatory approaches seem to be made with
little understanding – as exemplified by the suggestion by UNDP’s
programme manager that ‘‘we [sic] must organize the urban poor at
the community level to increase their capacity to make demands on
the urban system’’ (Cheema, 1992: 27). Presumably he is referring to
the domestic political system rather than the international urban
lending programme, although the international donor agencies typi-
cally distance themselves from local demand-making. With respect to
implementation, Harris (1992) points out that many World Bank and
UMP projects are still concerned with traditional land management,
household service provision, and housing, rather than city-wide insti-
tutional strengthening.
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Structural adjustment lending, with its economic and political
conditionalities, forms the context within which the new emphases in
urban lending will be implemented. Although the municipal devel-
opment funds being established in a number of countries as part of
projects funded by the World Bank promise a more regular supply of
capital funds, they do not of themselves solve all the difficulties in the
political relationships between the central ministry responsible and
local councils. The ability of local authorities and other agencies to
achieve good yields from a variety of revenue sources is threatened
by the pressure on them to lay off staff and the necessity for remain-
ing staff, in a situation of declining real wages, to continue and
diversify the survival strategies they have already developed. Without
adequate administrative capacity, service delivery is not good enough
to persuade users to pay their charges or taxes; poor service delivery
in turn diminishes the political legitimacy of local authorities and
makes it more difficult to enforce regulatory instruments and tax
collection.
Real government expenditure per capita stagnated or fell in most

countries in the region, as required by SAPs, and the pattern of
expenditure also changed. The World Bank encouraged micro-credit
schemes, expenditure on public works for upgrading and main-
tenance of urban infrastructure, and ‘‘shielding public expenditure on
key health, education, nutrition and other basic welfare services’’
(Seralgeldin, 1989: 50) in order to protect those most vulnerable to
cuts. In practice, spending on health care, education, economic ser-
vices, and infrastructure was disproportionately cut (Stewart, 1991;
Logan and Mengisteab, 1993). Such cuts reflected not government
policy changes but the resources available once increased debt
repayments had been allowed for (Jesperson, 1992). Some govern-
ments made efforts to redirect expenditure towards primary educa-
tion and basic health care, but these efforts were threatened or
negated by reduced resources and the introduction of user charges. In
theory, prices for water, energy, health, education, etc. can be struc-
tured progressively. In practice, the balance of interests in most
countries has militated against political commitment to progressive
price structures (Jones and Ward, 1994), while measures to protect
the poor from price increases have often been badly designed and
under-resourced. As a result, and exacerbated by falling real wages
and increased unemployment, defaults have increased, so that the
flow of revenue is insufficient to build up local capacity to provide the
quality of service people will be willing to pay for. Although evidence

Globalization and sub-Saharan African cities

343



is patchy, and sometimes contradictory and inconclusive, there is
some indication of worsening nutritional and health status among
vulnerable groups, declining school enrolment, and deteriorating
basic educational achievements. The pressures have had a particu-
larly adverse impact on women (Stewart, 1991). Reduced expendi-
ture on education and training adversely affects the quality of the
available workforce, as does the poor health associated with deterio-
rating infrastructure. These inhibit the mobilization of private sector
investment in manufacturing, while poor health reduces the ability of
children to absorb education (Harris, 1992; Stewart et al., 1992).
Programmes introduced to compensate the newly unemployed

(severance payments, retraining, credit, etc.) have not reached the
poor, while programmes to assist the chronically poor (public works
schemes, nutrition supports, and targeting of subsidized education,
health care, and food) may mitigate some of the immediate adverse
effects of impoverishment but do not address its structural causes.
Meanwhile, basic SAP policy packages have not been redesigned
either to eliminate these adverse effects or to reduce poverty
(Stewart, 1991).
The blanket faith in the private sector on which SAPs have been

based has also been subject to criticism. I have noted above that FDI
is unlikely to show any marked increase in volume. It cannot be
relied on for the development of manufacturing, and foreign investors
are unlikely to be interested in infrastructure and housing. Develop-
ment will, therefore, depend on the level of domestic savings and in-
vestment, which, it is hoped, will increase with interest rate reforms.
Some doubt, however, has been thrown on the expectation that
higher interest rates will generate increased investment (Helleiner,
1992). It is by no means certain that the funds will be there for local
authorities to borrow from the private sector, or that the housing
finance system will be able to rely on private sector savings. Invest-
ment is partly a function of household income and, as long as incomes
are depressed, it is unrealistic to expect savings (for investment in
formal sector financial institutions, owner-occupied housing, or small
enterprises) to increase at the cost of consumption (Jamal and
Weeks, 1993).
The new approaches to housing and urban development are, in

some respects, to be welcomed. This brief and incomplete assessment
has shown that many of the assumptions on which they are based fit
logically with the premises of SAPs. However, not only can many of
these assumptions be challenged (Jones and Ward, 1994), but there

Regional surveys and selected world cities

344



are also notable inconsistencies between the effects of SAPs and the
aims of the new urban agenda, as recognized even by some World
Bank staff (Cohen, 1990).

Conclusion

The impact of mercantilist trade and above all of colonial control
left an enduring political, economic, and spatial legacy that not only
determined African countries’ room to manoeuvre on their attain-
ment of independence but also, as seen in the recent history of the
continent, is far from spent. The colonial period was marked by a
reorientation of urban patterns to serve the needs of trade and
administration. A transitional period ensued, ending in most sub-
Saharan African countries in the 1960s, in which the achievement of
autonomous economic and political status was attempted by means
of state-centred interventionist strategies paralleled by a regulatory
approach to urban development. Since independence, there has been
relatively little change to the pattern of urbanization, and what
change did occur in the main post-independence decade was asso-
ciated as much with administrative as with economic change. The rate
of urban growth increased owing to expansion of public sector
employment, attempts to industrialize, an increased rate of natural
increase, and relative neglect of rural areas.
Global forces including trade, foreign investment, flows of interna-

tional finance capital, and flows of official development assistance
continue to have a major impact on the continent. Thus the failure of
African economies to diversify and grow can be attributed partly
to external factors: the terms of their integration into the global
economy have produced continued dependence, vulnerability, and
marginalization. In addition, the preconditions for successful com-
petition in the new growth sectors of the global economy, especially
export-oriented manufacturing, flexible production in both import-
substituting and export industry, and specialist ‘‘niche’’ production,
have been absent: infrastructure, a literate and numerate workforce,
and a capacity for effective state intervention are lacking (Rogerson,
1997). Thus, a variety of domestic factors must also be taken into
account.
None of the world cities are located in Africa. Nevertheless, de-

spite its marginal position in the world economy and the economic
difficulties experienced more or less consistently since the mid-1970s,
urbanization has continued. In some cases, the most important factor
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driving urban growth has been a significant urban formal sector,
providing wage employment in manufacturing, commerce, and ad-
ministration. Increasingly, however, in many of the largest cities, this
formal sector economic base has collapsed in the face of economic
decline, liberalization, and political instability. Urban population
growth has continued nevertheless, although perhaps less rapidly,
driven by high rates of natural increase and the continued attractions
of urban areas. Although small-scale informal sector economic activ-
ities have burgeoned, the evidence that these are dynamic rather than
involutionary is scarce and appropriate support policies are rare
(Rogerson, 1997).
Weak revenue bases, lack of technological and administrative

capacity amongst the agencies responsible for urban development,
and vulnerability to evasion or exploitation by those with political
and economic power prevent land, housing, and infrastructure provi-
sion from keeping pace with need. However, even those cities where
formal political and administrative systems and economies have been
replaced by ‘‘informal’’ systems, notably Kinshasa, have not col-
lapsed in chaos because indigenous political and social systems have
been shown to be remarkably resilient and adaptable.
International lending for urban development, although influential

in policy terms, has produced only limited results, at least in part
because of agencies’ lack of understanding of the very varied African
political and social reality. A new aid agenda has resulted from the
recognition, first, that structural adjustment lending has had adverse
impacts on welfare and productivity, especially of the urban poor,
and, secondly, that cities without adequate infrastructure and services
do not provide an efficient location for economic activity. Although
representing some advance on earlier thinking, some of the assump-
tions on which the new agenda is based can be challenged and
achievement is likely to be threatened by the unresolved contra-
dictions between its aims and wider structural adjustment policies.
African countries’ dependence on aid reduces their ability to resist
policy conditionalities, even where these are perceived to be inap-
propriate. However, the picture is neither wholly nor universally
gloomy. With respect to the cities of Africa, the seeds of a more
autonomous future lie in the parallel economic and administrative
systems of countries such as Zaire, in the confidence of South Africa
and others that change can be achieved, and in the positive alliances
that are being forged between local authorities and other agents in
cities such as Lusaka.
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13

‘‘Johannesburg’’: Coming to
grips with globalization from an
abnormal base

Keith Beavon

Introduction

The City of Johannesburg is at the core of the major metropolis
of sub-Saharan Africa and reflects most sharply South Africa’s re-
engagement with the rest of the world in a period of globalization.
The ending of apartheid and the re-entry of South Africa into the
world economy have also seen a popular take-over of large tracts of
the inner city that both the old and new custodians of the city have
been afraid to confront. As such, a sad irony will be exposed – that
the net effect of the uncontrolled and unordered ‘‘occupation’’ of the
downtown and inner-city residential areas has been to damage the
capacity of the inner city either to accommodate or to prosper from
the positive effects of globalization that are most likely to accrue to
South Africa via Johannesburg and to the city’s citizens via its central
business district.

At the outset, a distinction must be made between the city of
Johannesburg per se and its rapidly growing metropolitan region
(fig. 13.1), itself composed of several autonomous but interconnected
towns and cities (figs. 13.2 and 13.3), which will be referred to here
collectively as Metropolitan Johannesburg or ‘‘Johannesburg’’ (note
the use of quotation marks). No doubt, many would like Johannes-
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burg to be seen as a ‘‘world city’’ but, within the combined range
of criteria that already constitute the increasingly strict definitions
of that category of city (see inter alia Cohen, 1981; Friedmann and
Wolff, 1982; King, 1990; Sassen, 1991; Hamnett, 1994; Shachar, 1994),
neither Johannesburg nor Metropolitan Johannesburg is as yet, or
ever likely to be, categorized unequivocally as one of the small élite
category of world cities.

Notwithstanding this, there are many aspects of Metropolitan
Johannesburg that, when taken in isolation, allow it to compare very
favourably with what is found in genuine world cities, and as such it
might aspire to being an important metropolis on the world stage.

Fig. 13.1 The rapid growth of Johannesburg and its metropolitan area, 1900–1992

(Source: after Whitlow and Brooker, 1995)

Johannesburg

353



Fig. 13.2 Components of the Johannesburg metropolitan area within the context of

its metropolitan region
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Fig. 13.3 The Witwatersrand and the Johannesburg metropolitan area
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There is also no doubt that many people in various political and
financial leadership positions in Johannesburg would like the ‘‘old’’
city to improve and increase those of its attributes that are necessary
for some form of world status. They realize that, unless that route
is followed, the city, and indeed even Metropolitan Johannesburg,
could lose whatever status it presently enjoys outside of South Africa,
and that will be to the economic detriment of all its citizens and
entrepreneurs. As such the development path of Johannesburg should
at first glance be obvious: at all costs modernize and make the central
city the prime location sought by all major office-based, service, and
retail activities. Yet, given the strange dichotomy that characterizes
Johannesburg as both the product of a system of bitter racial segre-
gation for its first 105 years and the financial key for post-apartheid
reconstruction and restitution of some form of normality, at least
within its own urban hinterland, then the economic trajectory and
urban future of the whole metropolis become more complex and less
obvious to outsiders. None the less, there can be no doubt that, if any
South African city is to provide the point of articulation not only
between South Africa and the rest of the world in general, but with
the major cities of the world in particular, and if in addition any
South African city is to provide a fulcrum for general upliftment
in southern if not sub-Saharan Africa, then that city must be Metro-
politan Johannesburg.

Consideration of how and why Johannesburg finds itself in the dual
position of, on the one hand, being a potentially important link with
the global economy, which begs a specific, virtually first-world style of
development, and, on the other hand, being the perceived panacea
for local poverty, which seeks a very different development path, will
constitute the bounding parameters of this chapter. Selected aspects
of the internal problems and opportunities that face the city, its
metropolitan area, and the region to which it is central will be identi-
fied and examined.

It is important to state at this stage that Metropolitan Johannes-
burg stands at a crucial position in the space–time continuum of the
world’s important urban places. Ironically it was at least in part best
equipped to join the ranks of the world’s major cities in respect of
its physical infrastructure when morally and correctly, as a South
African city, it and the country were shunned because of the actions
of the apartheid government. Now, as the world holds out a hand of
welcome, it can be argued that the city of Johannesburg (as opposed
to Metropolitan Johannesburg), as a consequence of internal socio-
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political trends and events over the duration of the apartheid years
but particularly during the past decade, is probably less ready and
able immediately to join the world community as an equal partner (in
terms of the quality of its built environment) than at selected times in
the past 100 years.

It is appropriate at this stage to sketch the framework of the chapter.
To set the scene, a brief presentation will be made of some of the
salient facts and figures that underscore the dominance of the city
and its metropolitan region within the South African space economy.
From that base it will be shown (admittedly more by implication than
by concrete examples and data) why it is anticipated that ‘‘Johan-
nesburg’’ is likely to profit from the current flurry of initiatives to re-
engage South Africa and its economy with the rest of the world, and
particularly with the part of the world that is already operating within
the framework of globalization. Thereafter the point will be made that
it is essential to take cognizance of aspects of the shady racist past of
Johannesburg in order to gain at least a basic understanding of how
and why a clutter of problems associated with its apartheid baggage
threatens to trip the city as it elects to cross the threshold to a wel-
coming world. In drawing the chapter to a close, it will be shown that,
despite the problems that confront the ‘‘old’’ city of Johannesburg,
the potential for Metropolitan Johannesburg to grasp the opportunity
of engaging with world cities and the global economy is much higher
than for its core area alone. Yet, if that is to be the case, the decline
of what has historically been the central business district (CBD) and
inner-city zone of Johannesburg will probably accelerate, thereby
diminishing the prospective role of the city in being the cash panacea
to the problems created by apartheid in its immediate urban sphere.

‘‘Johannesburg’’ and the local and national economy

‘‘Johannesburg’’ is located on the high interior plateau of South
Africa in the province of Gauteng (a colloquial African word mean-
ing ‘‘The Place of Gold’’) (fig. 13.3). Within the province, Johannes-
burg lies at the mid-point of both the Central Witwatersrand region
and the industrial and financial heartland of South Africa colloquially
known as the PWV (the acronym for the Pretoria–Witwatersrand–
Vereeniging region) (cf. figs. 13.2 and 13.3). The PWV comprises
only 2.5 per cent of the area of South Africa but it contains approx-
imately 22 per cent, or some 9 million, of the 41 million people that
the Central Statistical Services now estimate are South Africa’s pop-

Johannesburg
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ulation (The Star, 10 July 1995), without the addition of a probable 1
million illegal immigrants found in the PWV alone. With 93 per cent
of the PWV population in effect classed as urban and notwithstanding
that 16.4 per cent of its population were unemployed in 1991 (Hall
et al., 1993), it is not surprising to find that almost 33 per cent of all
formal employment in the country occurs in the region. The PWV is
responsible for a little over 40 per cent of the gross domestic product
(GDP) of the country (Hall et al., 1993), which stands at US$69.1
billion (African Development Bank, 1994).1

The Johannesburg metropolis is served by a combined interna-
tional and major internal airport linked to all parts of the world by 53
airlines and now capable of handling 11 million passengers a year
(Beavon, 1997). Metropolitan Johannesburg has four other regional
airports for medium and light aircraft already handling 328,000
domestic passengers a year. Johannesburg is also the site of South
Africa’s major dry-port where the railway freight terminal shifts
300,000 containers each year. Because of its development history,
Johannesburg is the principal point of a tightly integrated region
served by 54 km of motorway, arranged in two concentric loops, one
curling around close to its central business district (CBD) and the
other through its outer suburbs and metropolitan neighbours, and
900 km of high-grade dual carriageway arterial roads (Wright et al.,
1994). In 1991 the population of Metropolitan Johannesburg was in
excess of 2.2 million (Central Statistical Services, 1992). Now appar-
ently ranked the fourth-fastest-growing ‘‘city’’ in the world (Johan-
nesburg, 1993), it was anticipated in 1990 that by the year 2020
Metropolitan Johannesburg would be the focal point of a PWV region
containing an estimated 20 million people (Beavon, 1989). Recent in-
migration trends, not least by foreigners from other southern African
countries, give one reason to suspect that such may well be the case
several years earlier.

The importance of financial and other tertiary services

Although founded and promoted on gold, actual mining of the pre-
cious metal now occurs further afield and is no longer directly part of
the economic activity of Johannesburg itself (Fair and Muller, 1981;
Beavon, 1997). The position of secondary industry, which expanded
with the booms that occurred in 1925, the 1930s, the 1940s, and the
1950s, has subsequently declined in relative importance as tertiary
services have increased. In Metropolitan Johannesburg, tertiary and
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office-based activities constitute almost 60 per cent of its gross geo-
graphic product (GGP) (Mabin and Hunter, 1993). It is therefore not
surprising to find that Metropolitan Johannesburg contains some 6
million m2 of good-quality office space. In national terms that is just
over 1 million m2 more office space, of the same quality, than occurs
in the combined office buildings of Cape Town, Durban, and Pretoria
(the three other major metropolitan areas of the country). The
Johannesburg CBD alone contains just under 3 million m2 of office
space, or 57 per cent of what is available in the other three major
metropolitan regions combined (Ampros, 1994a, 1994b).

Sited in the office space of central Johannesburg alone are the
headquarters of 65 per cent of South Africa’s Top 100 national public
companies, controlling 72 per cent of the assets of that set of compa-
nies (Hunter et al., 1995). First and foremost of the financial institu-
tions in the city is the Johannesburg Stock Exchange (JSE), founded
in 1887 when the city was just a year old. In 1994, it was ranked 11th
in the world on the basis of its market capitalization of US$260 billion
(Beavon, 1997). The same year saw foreign trading (purchases and
sales) total US$12.4 billion (JSE, 1995). In addition to South Africa’s
big-four commercial banks (with a combined market capitalization of
US$11 billion in 1994) (Wright et al., 1994), there are currently some
30 foreign banks from the Americas, Europe, and Asia operating
in Johannesburg. Significantly, over the past few years South African
banks, most with Johannesburg-based headquarters, have been estab-
lishing close ties with banks beyond the borders of the country, and
particularly within Africa, in order to service their corporate clients
as they engage and re-engage with the African and world economy
(Business Times, 9 July 1995). The South African Reserve Bank
recently opened a branch in Johannesburg, in effect moving its main
financial operations from Pretoria to a location alongside the Stock
Exchange. And very significantly the African Development Bank has
moved to Johannesburg from Abidjan. Those two developments have
added significance for Johannesburg given the statement of the gov-
ernor of the South African Reserve Bank (The Star, 10 July 1995)
that the central banks of southern Africa now need to play a coordi-
nated role in harmonizing interest and exchange rates, starting with
a campaign to reduce the current vast difference in existing financial
structures. It seems obvious that the role of the Reserve Bank in
Johannesburg will be a leading one and will reinforce the city’s role,
through the national stock exchange and the commercial banks, as a
financial leader at least in southern Africa.

Johannesburg
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The growing importance of tailgating on trade

From what has been outlined above, coupled with an inflow of
US$555 million through the JSE in the first five months of 1995 (The
Star, 22 June 1995), there can be little doubt that Johannesburg is the
centre for capital flows not only in and out of the South African
economy but for southern African capital markets. To add strength to
this claim, bearing in mind the city’s headquarter function, it is useful
to present some illustrative data that reflect the extent to which South
Africa, and by implication Johannesburg’s tertiary services sector,
has rapidly re-engaged in trade with the rest of Africa following the
demise of the apartheid regime.

Exports to Africa, excluding those to members of the Southern
African Customs Union, have increased more than five-fold off the
1987 base of approximately US$0.6 billion (R1.62 billion) to US$2.4
billion (R8.63 billion). In addition, 1994 saw exports worth US$3.9
billion (R13.8 billion) to members of the Southern African Customs
Union (Botswana, Lesotho, Namibia, and Swaziland). Overall, the
balance of trade is very much in South Africa’s favour. With imports
from Africa amounting to only US$1.6 billion, the trade surplus was
US$4.6 billion in 1994. Total exports to African countries, amounting
to US$6.2 billion, now constitute 31 per cent of all exports from
South Africa (excluding some US$8.3 billion of unclassified, mainly
gold, exports) and exceed exports to European Union countries that
have ‘‘traditionally’’ been the largest market (Business Times, 18
June 1995). The importance of the African market extends beyond
the mere volume of exports. South Africa, under the presidency of
Nelson Mandela, sees itself, and indeed is seen by many of the sub-
Saharan countries, as the gateway to African markets. Johannesburg
in turn views itself as the hub of the gateway, with air freight arriving
and leaving through its international airport and land and sea freight
being received and dispatched through its container terminal, as a
consequence of many of the country’s exporting factories being
located in the region of which Johannesburg is the centre. Conse-
quently, an increasing number of specialized trade fairs, for the dis-
play of African goods to the world and for the display of goods aimed
at sub-Saharan countries, are now being hosted by Johannesburg.

In keeping with the accelerating merger and acquisition (M&A)
trend in the global market-place, South African M&A activity leapt
in 1994. The level of transactions reached US$8.7 billion, approx-
imately four times that of 1993. Companies recently involved with
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South African associates, and all of which have a presence in the
Johannesburg region, are Coca-Cola, Pepsi, Federal Mogul, Irish In-
dependent Group, Ford Motor Company, and IBM (Business Times,
2 July 1995).

The influx of foreign trade delegates, bankers, and financiers, all
eager to examine and get a feel for the South African economy, has
seen Johannesburg scrambling for a large share of the action. For
reasons that will be better understood later in the chapter, new hotels
and new office blocks in which foreign-based firms are important
tenants have opened not in and about the downtown of Johannesburg
but elsewhere in its metropolitan region. There can be little doubt
that the leafy-green character of the ‘‘suburbs,’’ with their multitude
of high-order shops in new and recently upgraded shopping malls,
and the proximity of a large number of excellent golf courses have
contributed to the emergence of a cosmopolitan flavour in the decen-
tralized business nucleations.

There appears to be a clear realization that opportunity only
knocks once and that those South African cities and metropolises
that are most successful in establishing international links right now
will be the places to prosper in the future. To what extent individual
city initiatives, or the attempts of provincial premiers to secure com-
mercial links for their provinces with near and distant states, are in
violation of the spirit of regional cooperation to which South Africa is
a party is debatable. In 1980, in the era of late-apartheid, the Southern
Africa Development Coordinating Conference (SADCC) was estab-
lished. It consisted of nine southern African states: Angola, Botswana,
Lesotho, Malawi, Mozambique, Swaziland, Tanzania, Zambia, and
Zimbabwe. Among the aims of the group was the desire to reduce
their economic dependence on the pariah state of South Africa and
thereby also to increase the isolation of its apartheid regime. What
SADCC was attempting to do was to increase collective self-reliance.
With the fall of apartheid the SADCC reconstituted itself as the
Southern African Development Community (SADC) and the view is
that, with South Africa as a full member, it will assist in correcting
imbalances in regional economics and other business relationships
(Ramsamy, 1995). Whether successful unilateral attempts to engage
South Africa in the world economy will be seen as helpful to those
medium- and longer-term goals remains to be seen. Such consid-
erations aside, the premier of the Gauteng province has been actively
seeking and closing business and investment deals as far afield as
London, Seoul, and Beijing in competition with other South African
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provincial premiers. In addition, Johannesburg appointed a Director
of Commerce and Industry a few years ago to develop corporate
relationships between the city and others abroad. Already a series of
international agreements are reported to have been signed with, inter
alia, New York, Los Angeles, New Orleans, Baltimore, London, and
Tokyo (Wright et al., 1994), with a view to making sure that signif-
icant amounts of the international business development that is being
attracted to South Africa by the national and provincial governments
is, in fact, located in Johannesburg and its metropolitan area. For
example, the successful visit of President Mandela to Japan in mid-
1995 clinched an aid package worth US$100 million for South Africa
that will be used to fund national Reconstruction and Development
Programme (RDP) projects, thereby also creating jobs and economic
spin-off effects. Significantly, one of the three projects to be funded
from the Japanese aid is a scheme for upgrading and improving the
commuter rail links between Johannesburg and Soweto and other
Black townships (The Star, 4 July 1995).2

Making up lost ground: The costs of apartheid on the economy

In the discussion above, reference has been made to the re-
engagement of South Africa and ‘‘Johannesburg’’ with the world.
Implicit in that statement is the fact that for between 19 and 35 years
South Africa was progressively isolated because of its apartheid
policy. Inevitably, because of the lack of contact with and the con-
sequent decreasing necessity to keep abreast of changes in world
business systems and markets, many aspects of the city’s operations
and the economy of its region were allowed to lag behind what
one might loosely term ‘‘international standards.’’ Some may naı̈vely
believe that the abandonment of apartheid, and the successful tran-
sition to a democracy, will have made it easy for the country as a
whole, and for ‘‘Johannesburg’’ in particular, immediately to re-
engage with the world on a meaningful and competitive basis. Of
course, it is not that simple.

During the apartheid years, and certainly in the later stages of
the regime, the economy was seriously damaged. Admittedly in the
middle phase of apartheid the economy boomed. For example, be-
tween 1960 and 1969 GDP grew at an average rate of 5.8 per cent.
That was better than the industrial nations of the time achieved, and
considerably better than for the countries of the developing world,
including the Tigers of the Far East. Then in the 1970s, when South
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Africa became involved in a conventional war against some of its
neighbouring states, and at about the time of the Soweto uprising,
growth dropped to 3 per cent, and for the 15 years from 1980 it
averaged a mere 1.5 per cent at a time when the developing world
was moving into higher gears. Indeed, the final years of apartheid,
even following the announcement of its demise in 1990, saw GDP
shrinkage approaching �1 per cent, with population growth running
at about 2.8 per cent. In more specific terms, the post-1980 period saw
US$25 billion, in capital and disinvestment by 709 foreign firms, leave
the country. The decision by international financiers not to allow the
apartheid regime to roll-over foreign loans resulted in South Africa
becoming a net exporter of capital, and interest on foreign loans is
still the second-largest item on the debit side of the national budget
(Fallon, 1995).

In order to prop up the South African economy during the years
when it was ostracized by the international community, the manu-
facturing component was protected by increased tariff barriers or
duties on imports. With the advent of the South African democracy,
the new government has realized that not only has the country been
readmitted to the hurly-burly of international trade but the re-entry is
subject to current international trade agreements. Notwithstanding
attempts that are currently being made for South Africa to become a
full member of the Lomé Convention, and simultaneous attempts to
negotiate concessions with the European Union on exports directed
to European countries (ERO and TPMP, 1995; Sunday Times, 2 July
1995), South African manufacturers and producers are already gear-
ing themselves to conform to the stipulations that emerged from
the Uruguay Round of the General Agreement on Tariffs and Trade
(GATT) and that are now part of the World Trade Organization
(WTO) (United Nations, 1994). The implications of reducing tariffs
will have varied absolute and relative effects on the Johannesburg
region and they are briefly considered below.

Tariffs, trade, and the implications for Johannesburg and
its region

Amongst political leaders and the captains of manufacturing there is
a general awareness that South African industry has to prepare itself
to shift away from import substitution to export promotion. It has not
gone unnoticed that such a move will favour the metropolitan and
port cities of the coastal region. As such it can be argued that, to the
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extent that foreign markets will provide greater sales prospects than
the local market, much of the advantage that Gauteng (or, loosely
speaking, Metropolitan Johannesburg) industries enjoy from being
adjacent to 22 per cent of the county’s population will be significantly
reduced. Consequently there has been a rather strong bias, across the
local political spectrum, against directing production towards exports
(Hunter et al., 1995). Part of the reluctance comes from the need to
make rapid progress with the national Reconstruction and Develop-
ment Programme (RDP). Even so, the determination to adhere to
GATT will inevitably require greater concentration on export-
oriented industries in the long term (Hunter et al., 1995). A closer
examination of industrial trends in the Witwatersrand shows that
there is a continued ‘‘drift’’ of motor manufacturers (foreign vehicles
are manufactured under licence with a high level of local content)
to the PWV, and, with the variety of other manufacturers already
located in the same area, overall export growth will benefit the
Johannesburg region even if individual coastal metropolises do ben-
efit to a greater extent (Hunter et al., 1995).

Turning more specifically to the city of Johannesburg (as currently
constituted), it seems likely that GATT will have positive implica-
tions for employment in industries engaged in the production of
food and beverages (until internal economies pull them closer to the
sources of raw materials), as well as for trade, accommodation, and
financial and community services, and also for ‘‘government indus-
tries.’’ On the other hand, employment implications for the metal,
general machinery, and electrical machine manufacturers will be
negative. Making use of the best available data, which unfortunately
include information as old as 1988 and reflect conditions in the
apartheid era, a recent study (Hunter et al., 1995) has shown that the
immediate and overall employment effects of the GATT agreements
for Johannesburg and its region will on balance be more positive
than negative. Furthermore, the overall trend towards the increased
agglomeration of tertiary activities in Johannesburg and its metro-
politan area is likely to be boosted by GATT.

Other impacts of globalization on local economic activities

In addition to the increasingly international and outward-looking
trends in the South African economy, there are other aspects of
globalization that are likely to have an impact on the inner-city areas
of the Johannesburg metropolis. In accordance with global trends,
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there is a general decline of ‘‘traditional’’ manufacturing, an expan-
sion in local financial and service business sectors (already in part
referred to above), and increased importance of subcontracting, self-
employment, and expansion of the informal sector (reference to the
last category follows later in the chapter).

Since the mid-1970s, there has been a steady decline in the share of
the manufacturing component in the GGP of Johannesburg. Begin-
ning in the mid-1980s, however, the decrease has been in relative
rather than in absolute terms. In a compensatory sense the ‘‘slack’’
has been absorbed by expansion in local financial and business ser-
vices with some major investments in the CBD, notably in the form of
massively expanded national headquarter buildings for banks and
insurance companies that now include some of the most technologi-
cally sophisticated complexes in the world (The Star, 5 February
1995). The explanation for that phenomenon is closely related to the
apartheid legacy, which has affected the geography of the city (dis-
cussed in more detail below), which in turn supports the continued
centrality advantages of the CBD over the suburbs in respect of
large numbers of Black people employed in clerical and middle-
management positions and still living in the old Black townships.

The decline of ‘‘traditional’’ manufacturing in Johannesburg, for a
variety of reasons not least as a result of government industrial policy
under the apartheid regime (Rogerson, 1994), looks set to be trans-
formed by emerging strategies for small, medium, and micro enter-
prises (South Africa, 1994). Leaving aside the survival enterprises
that are found mainly within the burgeoning informal sector, the state
is anxious to promote micro enterprises and small businesses as a
means of ‘‘absorbing’’ unemployed, mainly Black, people. One of
the significant developments in recent years has been the growth of
activity in the clothes-making sector. Here self-employed individuals
and small groups of Black persons are seeking contracting work with
formal components of the clothing industry despite the exploitation
that goes with it (Hunter et al., 1995). In contradistinction to the
micro enterprises that are run informally, there is a sector of growing
formal small enterprises many of which are owned and managed by
white people. It is also suggested that small-scale furniture manu-
facturing will prosper as the housing programme of the RDP gathers
momentum.

There is evidence that the CBD of Johannesburg is increasingly
offering an urban environment for Black entrepreneurs to get started
in small-scale business (Hunter et al., 1995), one that will now be
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financially assisted by the US$100 million seed capital that the United
States Agency for International Development is channelling through
the Southern Africa Enterprise Development Fund (The Star, 25 July
1995). As such the CBD may well fulfil an incubator role for small
Black industries and enterprises, many of which have chosen to
locate in the vacant lower-grade office buildings. However, taking
account of the high failure rate of new small enterprises, it remains a
moot point whether the contribution to the GGP of Johannesburg by
the small industries will offset what is being, and has been, lost.

Having provided a thumbnail sketch of some of the economic
aspects of Johannesburg and its relationship to the national economy,
attention will now be drawn to some of the inertial problems related
to the past.

Reflections of a past that threatens the future

Apartheid not only caused decline and ostracism for the economy but
created a racially divided society in Johannesburg, and indeed in all
South African towns and cities. So much so, it can be argued that,
even if the national economy, and Johannesburg’s share of it, con-
tinue to pick up rapidly, the ability of the city of Johannesburg
readily to assume the status of an important place in the world will
remain severely impeded for some time. Yet before one can proceed
to assess and make comments on the future of Johannesburg and of
its metropolitan area, it is essential to bring some of its troublesome
history into sharper focus.

Aspects of the racial geography of Johannesburg and
the status of the city, 1886–1994

It is neither possible nor appropriate here to unpack the long and
detailed ‘‘story’’ of the making of apartheid Johannesburg. Persons
who wish more detail on that topic will have to consult other texts
(inter alia, Kane-Berman, 1978; Proctor, 1979; Morris, 1980; Beavon,
in preparation; Parnell, 1993). Virtually from its founding in late
1886, and certainly from 1887 to 1994, Johannesburg was charac-
terized by the separation of racial groups other than white into ghet-
toes (colloquially termed Locations). As early as 1904, under the
post-Boer War British Administration, the first forced removal of
Black people from the inner areas of the emerging city took place
and they were required to reside, outside the municipal limits, at a
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place called Klipspruit (the site of a municipal sewage farm) on the
south-western periphery. With the passage of time, other Locations
(also termed townships) for Black people would be established near
Klipspruit and much later become officially known by the acronym
Soweto (for Southwestern Townships).

Notwithstanding a continuous campaign that made use of various
ploys to segregate black people on the distant boundaries of the
urban area, a set of three Johannesburg suburbs (Sophiatown,
Martindale, and Newclare), known collectively as the Western Areas,
remained a predominantly Black enclave of freehold properties
amidst the white suburbs on the western side of Johannesburg until
the policy of apartheid was enforced in the 1950s. The removal of the
Western Areas people to Soweto (Lodge, 1981) and much later the
uprooting and relocation of Indian people (from the inner-city sub-
urb of Pageview) to Lenasia, south of Soweto (Carrim, 1990; Beavon
and Parnell, in preparation), saw the fulfilment of a large part of the
apartheid planners’ ‘‘dream’’: a city in which the only Black residents
were domestic servants in the backyard rooms of white householders.

The effect of both early segregation and the later policy of apart-
heid on the city was to be substantial. Not only were Black people
removed from the suburbs of the city and dumped in small, poorly
constructed, rental houses in segregated Locations far from the urban
core but the nature of tenure and economic opportunities available to
the vast majority of them were also restricted. With a few paltry
exceptions, Black people in particular were excluded from operating
businesses and were able to earn a living only as labourers. A major
effect of the racial laws was that the Johannesburg municipality for all
intents and purposes became the preserve of white people. Entre-
preneurial opportunities were limited to the whites, suburban resi-
dential areas were reserved for whites, the bulk of the municipal
transport system in the form of trams and buses was for use by
whites, and, because of the wage restrictions inherent in belonging to
the Black labouring class, virtually all the shopping opportunities in
Johannesburg catered for a white clientele and were geared to the
incomes of whites. The most significant cleavages of the kind just
indicated first occurred in the mid- to late-1930s.

Notwithstanding the industrial boom of 1925, associated with the
promulgation of the South African Tariff Act (Martin, 1990), which
created protection for many sectors of industry, and claims in 1926
that Johannesburg had become the great ‘‘Emporium’’ of Central and
southern Africa, the most dramatic change in the status of the city
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came about in the years 1933–1938. It followed South Africa’s deci-
sion to take itself off the international gold standard at the end of
1932. With the price of gold increasing by virtually 50 per cent over-
night, marginal gold mines were made profitable and profitable mines
massively increased their profits. The effect on the inflow of capital
was dramatic. Between 1932 and 1938, some £63 million of new
international capital flowed into Johannesburg through the banks and
the stock exchange. That volume of capital inflow over six years was
only £32 million less than the total capital inflow to Johannesburg
over its first 46 years (Hobart Houghton and Dagut, 1973: 113–114)!
Not surprisingly, a building boom without precedent was set in
motion in the mid-1930s that saw substantial demolition, construction,
and reconstruction of major buildings in retail and commercial zones
of the Johannesburg CBD and in the adjacent industrial areas. Soon
the skyline of the city was spiked with ‘‘skyscrapers.’’ In 1937 alone,
some 24,000 non-residential building plans were approved (City
Engineer, 1967).

The 1930s’ building boom in Johannesburg coincided with a period
in international architecture that saw the emergence of a new style
later tagged as Art Deco. Given the abundance of capital available,
many fine examples of Art Deco soon graced the city and, it has been
argued, helped transform it from a provincial mining centre into a
world metropolis (Chipkin, 1993). The entertainment precinct of the
downtown blossomed and, with neon signage cribbed from Radio
City in New York, it was soon referred to as ‘‘the Great White Way.’’
Not only did the main shopping streets of the city undergo physical
changes but, concomitant with the increased fortunes of the city,
which were rubbing off on many of the white inhabitants, the stores
adopted a distinctly international style. Construction and reconstruc-
tion of retail frontages saw Art Deco mixed in with late-Victorian,
Edwardian, and neoclassical styles. Along the principal shopping
street were the great shops of South Africa, including major depart-
mental stores (then the local equivalents of London’s Harrods and
Liberty’s, or Paris’s Bon Marche and Printemps) and a variety of
other large and small retail establishments all offering up-market
goods, including diamonds from De Beers, Savile Row suits, and
women’s fashions direct from Paris (Chipkin, 1993).

With the above pen-picture of central Johannesburg in mind, it is
interesting to turn for a moment to the criteria that are today used to
identify a ‘‘world city.’’

The evolution of the world city concept has recently been traced
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by Shachar (1994), who, after reviewing the works of a number of
researchers, has listed the main characteristics of a world city. In
brief, they are that a world city is an international management
centre, it is the locus of advanced producer services, and it has a rich
mix of urban infrastructure and urban amenities. Amongst the infra-
structural components is office accommodation of the highest quality
in a top location that is easily accessible. In addition, a world city
should have a rich assortment of social and cultural amenities, in-
cluding schools of the highest reputation and a large variety of
meeting places that facilitate social and business networking through
informal meetings (Shachar, 1994). Certainly Johannesburg of the
late-1930s, with its then state-of-the-art office buildings, its links to
the outside world via the Atlantic cable (the equivalent of today’s
e-mail), the headquarters of some 50 per cent of the world’s gold
production, and managing a virtual monopoly on world diamonds,
was a financial centre of considerable status on a world scale. The city
was also the seat of outstanding secondary schools and a university
whose graduates were recognized and accepted worldwide. Its variety
of sporting and social clubs, not least the influential Rand Club, cer-
tainly facilitated the informal networking referred to above. If there
had been an A-league of world cities in the late 1930s, then Johan-
nesburg would certainly have deserved close consideration for being
included – but only in respect of the white people’s City of Gold.

The situation for the deprived

The situation for the Black population was the very antithesis of that
for the whites. Not only had Black people been restricted to certain
areas of the city and denied all political rights, but as their population
increased so the conditions in those restricted areas became progres-
sively worse. Forced by circumstances, many found themselves living
‘‘illegally’’ in the slumyards of suburbs that had been abandoned by
the white élite in the previous century. The exclusively white local
authority neither made sufficient funds available for Black housing,
even if it was to be in peripheral areas, nor made an effort to seek
those funds from the rates base that the ever-more opulent down-
town generated. The decision in 1937 to raise funds for Black housing
from the profits of the municipal monopoly the (white) Council had
just placed on the brewing and sale of sorghum-based beer (Proctor,
1979), the only liquor that Blacks in urban areas were allowed to
drink, was bitterly resented by the Black population. The surge of

Johannesburg

369



industrialization in and around Johannesburg, sparked by the move
away from the gold standard and the demand for manufactured sup-
plies that accompanied South Africa’s war effort in the period 1939–
1945, saw a concomitant surge in Black people drawn to work in the
growing numbers of factories increasingly located between the white
urban periphery and the city-facing margins of the Black townships
(Proctor, 1979; Stadler, 1979; Morris, 1980).

Inheriting a working blueprint for segregation, the National Party,
which came to power on a platform of racial segregation in 1948,
simply proceeded to enforce and extend separation through an in-
creasingly ruthless and inhumane race policy called apartheid. For its
own ideological reasons, the new central government in the 1950s
readily made more money available for Black housing in the growing
townships of Soweto (Morris, 1980, 1981) and in the other Black
townships peripheral to the municipality that would later be part of
the Johannesburg metropolitan area. Nevertheless, the pattern of
poor-quality Black residential areas, with pitifully few amenities (see
Morris, 1980; Beavon, 1997) and separated by open space from the
more affluent and well-endowed white city, remained the norm.

The CBD maintains its importance, 1950–1975

Once the National Party had consolidated its hold on the reins of
government, the lines of privilege and power, on the one side, and
poverty and powerlessness, on the other, became ever more sharply
drawn. The general economic boom of the early to mid-1960s and the
improved economic prospects of the early 1970s saw massive changes
and enhancements to the central business district of Johannesburg.
Many new fingers of steel, glass, and concrete reached ever higher
in the downtown as dysfunctional buildings of yesteryear, and even
architectural gems of the 1930s, were demolished and replaced at an
almost feverish rate. The levels of office sophistication grew apace.
Many of the apartment blocks in the areas closest to the CBD were
occupied by older but affluent white people who still wished to enjoy
the amenity of the downtown. Selected residential suburbs that were
relatively close to the CBD, as opposed to the zones of apartment
blocks, began to experience gentrification as younger white people
chose to live in older and more readily affordable houses close to the
core of the city.

If the Johannesburg CBD of the 1970s had achieved its pre-
eminence in a genuine democracy, then the role of Johannesburg as
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the seat of financial and industrial power in southern Africa would
once again have supported the city’s claim to being the sub-Saharan
contender for matching the requirements needed for a world city.
Instead, the number of countries that had begun to isolate South
Africa because of apartheid grew substantially when in 1976 Soweto
erupted in protest, a revolt that many now see as the start of South
Africa’s successful revolution. By the 1980s, the number and effect of
foreign boycotts on South African goods, services, industries, banks,
and cities were substantial. Associated with South Africa’s isolation,
and for a number of other more local reasons, not least the con-
struction of its intrametropolitan freeways and the advent of the
shopping mall (see Beavon, in preparation), the relative importance
and high status of the Johannesburg CBD as the preferred site of
prime office space and the most important retail and entertainment
centre of the country, let alone of its metropolitan area, declined,
both absolutely and relatively, from the status it enjoyed up to the
mid-1970s. This trend was exacerbated by a combination of white
prejudice and the civil disobedience that characterized the last
decade of the apartheid era when increasingly the downtown became
the focus for mass protest marches by the oppressed Black pop-
ulation. The effect of those last apartheid years on the fortunes of
the downtown and how that influences Johannesburg’s attempt to
come to grips with the implications of globalization will be partially
clarified below. Before doing so it is instructive to examine the
essence of the occupational and income geography of Johannesburg
when the CBD of the apartheid city still reigned as the supreme retail
and commercial centre.

The geography of occupations and incomes under apartheid

The steady decline of gold mining in the immediate vicinity of
Johannesburg as the ores were worked out, combined with the
decentralization of manufacturing industry encouraged by the central
government in order to support its Bantustan policy, saw the tertiary
activities of the CBD beginning to dominate the employment struc-
ture of the city and its region even in the era of late apartheid. As
such, coupled with the race-based ‘‘job reservation’’ policy of the
National Party, there was an increasing polarization of the city’s
occupational and income structures. Relatively well-paid white-collar
clerical and service staff and well-paid top- and middle-management
personnel worked in the downtown and lived in the white suburbs.
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Labourers and members of the manufacturing workforce were largely
Black and poorly paid, and lived on the periphery of the urban area.
Although many white people’s job descriptions and occupations
would have designated them as part of the working class, the racial
overtones that positively affected their incomes allowed them to live
middle-class lives. The opposite was true for the small numbers of
Black people doing white-collar jobs. The net result was that the
overall occupation/income distribution of Johannesburg in the late-
1970s was very polarized but, ironically, similar to the one described
for current world cities by Hamnett (1994).

The significance of the socio-economic geography of Johannesburg,
which has been merely hinted at here, should not be seen as an
attempt to argue that the city in the 1970s was moving towards ful-
filling the requirements for world city status. Rather, if one of the
present characteristics of a world city is geographical and sectoral
polarization of society into haves and have-nots, or groups of have-
plenty and have-relatively-little, then one should not now expect it to
be a sought-after product by popular leaders who have emerged from
the have-not groups of the apartheid city.

Before any arguments can be considered about whether Johan-
nesburg will enhance its standing in the ranks of cities that aspire to
world city status, it is necessary, using what has been set out above as
a backdrop, to look at the social and economic changes in the city
that have marked the final years of formal apartheid.

The recent past and the blighting of the inner city

As the number of urban Black people increased during the bad days
that characterized the era of grand apartheid in the 1970s, and even
in the early 1980s, there was a concomitant increase in the number of
residents per Black dwelling unit. In the ‘‘matchbox houses’’ of the
townships, typically measuring 40 m2, it was not uncommon to find
between 9 and 10 people (Morris, 1980). As the population pressure
continued to rise over time, thousands upon thousands of Black
township dwellers were forced through circumstances to take up res-
idence in shacks set up in the backyards of the formal rental houses.
By 1989, the 412,000 formal houses in the Black townships of the
PWV were exceeded by the 422,000 backyard shacks. In addition
there were 635,000 shacks on vacant land, ranging from the Soweto
golf course, where some 29,000 people lived on the 9-hole layout, to
land that was ‘‘vacant’’ by virtue of being zoned for agricultural or
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industrial uses (Beavon, 1992). Similar population pressures on the
limited formal housing stock were experienced by Coloured and
Indian people (although the absolute numbers of the latter two
groups were much less), who were also precluded from residing in
what were the proclaimed white areas of the city and its suburbs.

In the mid-1980s, although the formal policy of apartheid was still
in place, the will to enforce it began to crack as the absurdity of con-
tinuing with it became ever more clear to increasing numbers of white
South Africans. Amongst the front runners who ignored the racist
restrictions were Johannesburg’s big businesses, which were increas-
ingly employing people other than whites in shops and offices in
clerical and other ‘‘white-collar’’ jobs. Yet the National Party, even
once it realized that apartheid must go, continued to tinker with the
details rather than grasping the nettle they had planted and simply
‘‘uprooting’’ or repealing the Group Areas Act, which was the cor-
nerstone of the policy. Consequently, as more and more so-called
‘‘non-white’’ people began taking up city-based office jobs (Prinsloo,
1994), they also sought accommodation close to the CBD. From the
mid-1980s, with population pressures beyond bursting point in the
areally constrained black townships, Black people, preceded initially
by Indian and Coloured people, took up vacant rental accom-
modation in the high-rise inner-city suburbs adjacent to the CBD
(Crankshaw and White, 1994) and initiated the ‘‘greying’’ of the for-
merly all-white apartment areas. In a sense, black people were re-
entering ‘‘their’’ city.

The immediate consequence of the perceived ‘‘greying’’ was an
accelerating tempo of white flight towards the more distant, and still
all-white, suburbs of the metropolitan area. As the needs for accom-
modation by black people grew, and they increasingly moved into the
apartment zone, the white trickle outwards became a white stream,
one that was inadvertently assisted by a state housing subsidy to first-
time white home-buyers. With house prices cheapest on the edges of
the existing white suburbs (mainly to the north of the metropolitan
area), that is where young white couples moved to, instead of first
taking an apartment in an inner-city apartment block as they had done
in the past (Crankshaw and White, 1994). Both the initial and sub-
sequent flight of white residents had an effect on the leasing decisions
of small retailers in the CBD as well as on the owners of large fashion
and speciality stores, prompting both to re-relocate their businesses
to the emergent and booming suburban shopping malls in the white
suburbs. The effect on the CBD was a growing number of vacant
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premises or lower-order businesses that catered for the lower paid
and, consequently, for a more down-market mass clientele than
before.

Despite the changes just described, the Group Areas Act was still
in operation in the 1980s. It followed therefore that black people
moving into the inner-city apartments were ‘‘illegal’’ residents in a
group area reserved for whites. Unscrupulous landlords, who per-
ceived the increasing demand for accommodation by black people to
be an opportunity for making a ‘‘killing’’ on rents, proceeded to inflate
accommodation charges and also shirk on maintenance (Crankshaw
and White, 1994). The black residents, as a consequence of being in
the wrong group area, were not able to take legal action against the
rack-renting landlords without putting themselves in jeopardy with
the South African race laws. As the rents went up, so subletting (as
a ploy to reduce the rent burden) and consequent overcrowding
became the order of the day. The net result was a fairly rapid decline
in the physical conditions of apartment blocks occupied by black
people. That situation in turn only exacerbated the trend of white
flight and the ease with which new black tenants were lured to vacant
inner-city apartments before the rents on those units were also
racked upwards.

The combination of the changing tenant population in the apart-
ment blocks and the flight of essentially white-oriented shops led to
a rapid decline in the physical appearance and status of inner-city
retailing in the CBD (Hunter et al., 1995), to the extent that certain
buildings were closed and boarded up. In essence, the de facto deseg-
regation of the inner-city zones of the city gave rise to a de facto shift
of the de jure group area boundaries rather than to the creation of a
multiracial mix of tenants, owners, and shoppers. As conditions in the
apartment blocks continued to deteriorate, the residents resorted to
rent boycotts in an effort to force landlords to maintain the units and
the buildings as a whole. Almost inevitably, eviction notices were
then served by the landlords on those who refused to pay, and broad-
based tenant associations emerged to champion the cause of the
occupants against the landlords. Not infrequently, the situation esca-
lated into violent conflict, and boarded-up properties were broken
into and ‘‘occupied’’ (in the aggressive sense of that word).

Even making allowances for the role that political uncertainty
played in the period of negotiations that led to the general election
and the transfer of government in April 1994, and not gainsaying the
shortage of accommodation for black people caused by the apartheid
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system, the physical decline of formerly good-quality and at one time
fashionable apartment stock has been extremely severe (MacGilliv-
ray, 1995). Even so there are now between 4,000 and 6,000 homeless
persons in the inner city (Fraser, 1995), and some of its small parks
have been taken over by people living in shacks made of corrugated
iron, cardboard, and plastic sheeting. The grassed space of some
parks has also been turned into terminals and repair areas for the
myriads of minibus taxis that provide the long-distance transportation
service for the new inner-city residents who also have homes in the
far-off former bantustans of the apartheid era. It must be stressed
that, whereas the initial wave of black people to the inner city was
related to job opportunities in the CBD, many of the later arrivals
were simply seeking accommodation regardless of where they were
employed, if they were employed at all.

The changing character of the CBD and the inner-city apartment
zone (to the immediate north and north-east of the CBD; fig. 13.4),
together with a relaxation of the former almost Draconian by-laws
against hawkers and pavement sellers, has led to a surge in the num-
ber of informal sector operators. It is estimated that the number of
participants has grown from about 300 in the 1980s to some 5,000,
who now share an annual turnover of approximately US$140 million
(Fraser, 1995).

Unfortunately, in the chaotic conditions that characterize certain
parts of the inner city, the apartment zone, and the congested pave-
ments, criminal elements have also perceived new opportunities.
Crime, vice, and drug trafficking, as well as muggings and car hi-
jackings, have all reached alarming proportions. Figures for the 12
months ending in July 1994 show that 14,039 people were arrested for
serious crimes in the inner city, 1,300 firearms were seized, 583
murder suspects were arrested, and 2,374 people were held for car
theft and hijacking (Fraser, 1995).

Of the estimated 100,000 black people who now live in the inner-
city areas, approximately 33,000 ‘‘arrived’’ between 1991 and 1992.
So not only has the change been radical but it has also been swift.
Most importantly, much of the swing occurred when the authorities
of the old discredited regime were in the process of disengaging and
when the office-bearers of the new transitional metropolitan govern-
ment appeared to lack the confidence to undertake firm management
(see Shiceka, 1995).

With the democratic national and provincial elections a thing of the
past, it now remains to demarcate the boundaries of new metropoli-
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tan substructures and to elect formally constituted councils. Those
elections were held in November 1995, after political gerrymandering
concerning the political boundaries. Even so, the uncertainties and
lack of firm management that characterize the administration of the
city by the Greater Johannesburg Transitional Metropolitan Council
have continued. For example, no action is taken against ‘‘squatters’’
in the inner-city area, littering on a massive scale is tolerated, and
petty and serious crime occurs on a scale that gives the impression
that there is little or no policing. Up to 1,200 people have lived
‘‘permanently’’ in the concourse of the main railway station (The
Star, 31 May 1995) and reports of up to 6,000 people sleeping in the
concourse and on the platforms during cold winter nights appeared in
the daily press during 1995.

With the background information provided above, it is now pos-
sible to take a broad overview of a CBD in trouble and flanked by
burgeoning business developments in the suburbs (formerly open
only to whites) lying to the north. Having done that it will only
remain, for the purposes of this chapter, to draw some conclusions on
how ‘‘Johannesburg’s’’ increasing contact with the globalizing world
might evolve in the immediate future and affect the new unfolding
geography of the metropolis.

Big business and government in the CBD of the 1990s

As a consequence of decisions made within days of the first of
Johannesburg’s properties being put up for auction in 1886, and fol-
lowing the commercial patterns that were established in the first few
years of the town’s existence, Johannesburg’s main financial quadrant
and retail areas in the downtown were ever after largely separate
from one another. The office-based functions were located in the
south-west quadrant and retailing was best and most fully developed
along the Pritchard Street and Eloff Street axes (fig. 13.4).

Although the decline in up-market retailing began to be noticeable
as early as the late 1970s, the first signs of a major shift in the
weighted centre of gravity for financial office space occurred in the
late 1980s. What has now emerged and is in the process of being
consolidated is a new financial district (also more generally termed a
business improvement district, or BID) running from Rissik Street
westward towards the Johannesburg Stock Exchange in Diagonal
Street, and lying between President Street and Jeppe Street (fig.
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13.4), with the east–west Kerk Street becoming a pedestrian spine
through the whole.

The loss of high-fashion shopping along the north–south Eloff
Street, which catered for clients of yesteryear, has in part been
replaced by the parallel Smal Street Mall, a line of small shops
catering for the new demand that lie athwart the popular pedestrian
route between the former blacks-only railway terminus and the large
in-city shopping complex known as the Carlton Centre.

With the delimitation of the ‘‘new’’ province of Gauteng, and fol-
lowing the national elections in 1994, places in the province were
asked to ‘‘bid’’ for the seat of government. The bid made by Johan-
nesburg (Central Johannesburg Partnership, 1994) was successful and
the actual physical move of the legislature and its bureaucracy into
the refurbished former Johannesburg City Hall (fig. 13.4) and build-
ings in the near vicinity took place in mid-1995. It is hoped that the
arrival of the provincial government in the downtown, which is in
close proximity to the new financial district, will not only lead to more
and better policing of the area but increase investor confidence in at
least the half of the CBD lying to the west of Rissik Street.

In addition to the recent and current developments described
above, much effort and planning have gone into the further develop-
ment of the area further westward known as Newtown (established
in the late nineteenth century). Focused on the old fresh produce
market, now partially converted into a cultural museum and theatres,
Newtown is currently planned to be Johannesburg’s premier cultural
precinct and tourist attraction. If successfully developed, it is believed
it should contribute to enhancing the quality of the environment for
office workers in the financial district. Hopes aside, so-called plans for
Newtown have come and gone for the past 25 years and, although it
now boasts a clutch of theatres, a weekend flea market, and a cluster
of museums and some restaurants, it is anything but the vital throb-
bing cultural area it is hoped it will be. The key point of articulation
between the financial district and the Newtown cultural precinct, an
old decommissioned power station, has yet to be developed into the
key inner-city shopping mall that was ‘‘announced’’ in 1988!

The main reason a number of large South African banking, insur-
ance, and financial institutions have, even in recent years, located
their corporate headquarters in the new financial district of Johan-
nesburg’s CBD (fig. 13.4) is, as hinted earlier, the fact that, as a con-
sequence of apartheid, the CBD is still more accessible for the large
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number of Black clerical employees, many of whom are still resident
in the former Black-only townships, than are the suburbs to the
north. There has been substantial investment in recent years in new
headquarter blocks, which individually might have between 5,000 and
8,000 company employees at work each day (The Star, 12 October
1994), designed around their own pedestrian precincts and containing
small but high-order speciality shops in an attempt to offset the gen-
eral blight and crime that have become an everyday presence else-
where in the CBD. One example is the headquarters of First National
Bank (formerly Barclays Bank), which came on stream in 1995 at an
estimated cost of US$300 million (a considerable amount within the
framework of building prices in South Africa). The volume of capital
now invested in new buildings already operating in the new financial
district and in buildings in the process of construction exceeds the
investment in any comparable sized area in South Africa (Hunter et
al., 1995).

Those who have invested so heavily in buildings and real estate
in the ‘‘new’’ part of Johannesburg’s downtown obviously have very
specific hopes for the future; namely that, as foreign tertiary sector
business is attracted to Johannesburg, as it in turn tailgates on the
revival of the national economy, the larger of the foreign corpo-
rations will also establish their own presence in the downtown. The
likelihood of that occurring, however, needs to be seen against the
perspective of what is already happening in the suburbs, particularly
those to the north.

The attraction and increasing appeal of the north

Although the physical and functional decline of the CBD and the
extraordinary changes that have occurred in the residential zone that
sweeps about it have been most marked in the past few years, the
disenchantment with the CBD, admittedly within the context of
varied political and economic climates, can be traced over a much
longer period. Office block and retail decentralization can be
detected as far back as the 1950s, when the first of the substantial
northern business nodes began to emerge. The construction of the
M1 arm of the inner freeway and the upgrading of the arterial roads
in the 1970s not only increased the accessibility of the CBD but made
access to selected nodes in the northern suburbs easier than before.
Data on the construction and supply of both apartment and office
blocks show that no additional housing stock has been added to the
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inner city since 1973 (Fraser, 1995). Since 1975, the growth of office
space in decentralized nodes (almost exclusively located in the
northern suburbs of Johannesburg and the suburbs of the northern
municipalities belonging to the metropolitan area; cf. fig. 13.2) has
been almost double that in the CBD (Moross & Partners, 1995).

Although the total amount of good-quality office space in the CBD
still far exceeds that in the suburbs, the point must be made that
suburban office developments are no longer of the high-rise style.
Instead, with large pieces of land still readily available in the low-
density suburbs, developers have been able to satisfy the demand for
medium-rise offices (three to five storeys), set in landscaped and
green environments with generous space between buildings. In
keeping with leading architectural designs in the world, the new office
blocks have also been planned to allow tenants of individual sections
to share no more than a common foyer, if they share the building at
all. Office-based concerns that employ a relatively small staff, and
particularly staff with technological skills, are finding that most of
their employees already live in the suburbs or can afford to reach
suburban work locations without difficulty, especially when the con-
cepts of flexitime are utilized.

In the case of retailing the trend is also towards the suburbs. For
example, the main shopping malls in the outer ring of such establish-
ments comprise 345,000 m2 of shops – an amount that is equal in
gross area to 50 per cent of what is available in central Johannesburg.
Furthermore, the quality of the shopping environment in the malls,
let alone the quality and range of goods, is so high that the power of
their areal extent and shopping mix to attract customers must far
exceed that of downtown Johannesburg. In addition, the suburbs are
served by many other malls, and, taking account of only the 29 that
are 10,000 m2 or larger, then in those shopping malls alone there is
1,104,000 m2 of shopping (Sapoa, 1995), or 57 per cent more space
than the 700,000 m2 in downtown Johannesburg (Watt, 1995). Each
day the chances of someone in the suburbs bypassing one of the sub-
urban malls in order to make a purchase in the CBD grow slimmer if
they exist at all. Between 1993 and 1995 suburban shopping areas in
the malls alone increased by 42 per cent (Sapoa, 1993, 1995).

In late 1994, a study was undertaken to ascertain locational pref-
erences for future retail and office nodes. Based on interviews with 15
of the top local and national property development companies and
property managers, including those that still had CBD headquarters,
it was found that there was an overwhelming preference from their
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clients for developments in the northern suburbs. Furthermore, it
was ascertained that, of the 67 new constructions and upgradings of
existing suburban nodes taking place in northern Johannesburg,
66 per cent were located in the sector north of the CBD and lying
between the M1 (to the east) and the line of the major northern
arterial road (to the west) (fig. 13.5). Furthermore, it is reported that
90 per cent of the enquiries for office space made to the developers
and property managers interviewed were for offices in the sector just
identified (Moross & Partners, 1995).

There can be little doubt that, with the exception of the massive
national head-office type of developments that choose to locate in the
new financial district of the CBD, the current preference by small and
medium office-based organizations is to avoid what they perceive

Fig. 13.5 The ‘‘northern suburbs’’ of the Johannesburg metropolitan area with its

business nucleations (Source: after Moross & Partners, 1995)
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to be the congested, dirty, and crime-beset central business district.
Instead, the latter category of businesses are either now located, or
are actively seeking space, in the office clusters situated in the high-
priced residential areas close to the up-market suburban shopping
centres of the northern suburbs (fig. 13.5) (Moross & Partners, 1995).

It is not the purpose in this chapter to focus on local developments
and trends per se. Rather the attention just given to the local situation
is merely to set the scene for consideration of how local trends might
be advanced or retarded by aspects of globalization. Returning,
therefore, to the effects of globalization on the South African econ-
omy, it can now be noted that, as foreign investors and corporate
agents move into the South African economy, they will need to
establish offices. In accordance with the high concentration of GDP in
the Witwatersrand, it is not unreasonable to expect a commensurate
share of foreign firms to site their local head offices in Metropolitan
Johannesburg. Because those offices will not be comparable in scale
or employment profile to the national head offices of South African
banks, other financial institutions, or the long-established mining
houses, they will most likely take the options that small- and medium-
sized office firms are currently selecting – to locate in the suburbs
of the metropolitan area and not in downtown Johannesburg. For
example, LG International, the giant South Korean electronics and
industrial corporation, which has just acquired the Zenith Corpo-
ration in America, has now established its presence in South Africa.
It hopes to be engaged in electronics and in other industrial engi-
neering projects and has opened its offices in a Sandton suburb in
the desired northern sector of the metropolis. IBM, on its return to
South Africa, eschewed the modern black-glass and steel tower
block it had designed and erected in the CBD of Johannesburg in the
1970s, and opted instead for accommodation in a custom-designed,
technologically sophisticated, low-rise building in a Sandton office
park. The chances of other foreign ‘‘returning’’ corporations or first-
time foreign investors making the same choice appear to be very
high.

Conclusion

In this chapter, material has been presented on Johannesburg as a
place and on its position in the local and national economies. Glimpses
have been provided of its past, and particularly of its recent past. In
addition, there has been evidence of the changing fortunes of its
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downtown, and the present situation that confronts the CBD has
been highlighted and contrasted with trends that now characterize
the allure generated by the suburbs in the northern reaches of the
metropolis.

In the introductory remarks, attention was drawn to the fact that
Johannesburg finds itself in a dual position of being a potentially im-
portant link with the global economy, which begs a specific modern
or first-world style of development, and at the same time being per-
ceived as providing a cash panacea for local poverty, which seeks a
different path.

In drawing this chapter to a close, and against the backdrop of the
detail it has been possible to include, it now only remains to highlight
more clearly the horns of the dilemma that the city faces. On the one
hand, for Johannesburg and much of its metropolitan area, the sur-
vival of the CBD is more than a sentimental wish. The downtown
area has for years generated a sizeable slice of the revenue needed to
maintain the city. For example, until recently, and within the bound-
aries of the old Johannesburg municipality, rates collected from the
CBD constituted 43 per cent of those collected in the whole munici-
pality (Fraser, 1995). Those rates not only were used for maintenance
and development but helped to keep the rates on residential proper-
ties within reasonable bounds. If the CBD declines any further, then
the value of its properties, and its rate-generating ability, will also
decline. Consequently, it can be argued that it is in the interests of
the community at large to make the CBD as strong and viable as
possible and certainly more so than is the case at present. On the other
hand, there are those who take the view that the prime role of the
downtown in a ‘‘new’’ Johannesburg is to provide living space for
the masses of the urban poor flooding out of the overcrowded and
violence-racked townships. Advocates of that view see the present
occupation of downtown Johannesburg and many of the inner-city
apartment areas as a victory for the people as well as an advance on
the abnormal situation that prevailed under apartheid. And, in the
highly charged and emotive atmosphere of the early post-apartheid
period, particularly with the memories of mass deprivation caused by
apartheid fresh in the minds of inner-city residents and in the minds
of both popular and political-party leaders, it is hard to challenge the
latter view without being labelled a racist. Such a cheap-shot re-
sponse, however, simply masks the harsh realities of the problem.
For, if the sheltering function of the Johannesburg core is given pri-
ority above all else, then there can be no doubt whatsoever that its
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commercial property values will drop dramatically, and that the drop
will come sooner rather than later. With a declining rate base, the
revenue generated from the inner city will fall and the implications
for the cash-strapped community projects and even local government
plans for delivering cheap housing to poor people will be placed in
considerable jeopardy. Nor will a dead CBD provide any comfort for
its inner-city residents.

Continued decline in the fortunes of the CBD will simply enhance
the belief of those institutions that can relocate and operate perfectly
well in the suburbs that the time to do so has come. Leading the pack
could be the Johannesburg Stock Exchange. Already its members are
of the opinion that, given the global technology of electronic mail and
electronic banking and the other advantages of information technol-
ogy that go with high levels of modern computerization, all of which
are already operating in the world of the exchange and South Africa’s
financial institutions, then the exchange itself no longer needs to have
a physical presence in the downtown of Johannesburg. Closure of the
Johannesburg Stock Exchange (the only national exchange in the
country), and its departure for the greener pastures of the suburbs or
even a new town, would send a message to the rest of the interna-
tional business world that would certainly be interpreted in one way
alone. Not only would it be perceived that ‘‘Johannesburg’’ is in
trouble but almost certainly it would be perceived that South Africa,
of which Johannesburg and its region are the very heart, is dying.
The consequences of such a message for the South African economy
cannot be underestimated. If the disastrous scenario sketched here
should eventuate, then, as indicated in the introduction to the chapter,
everyone in Johannesburg, in its metropolitan area, and in Gauteng
would be losers.

What is required above all else at the present moment, as Johan-
nesburg gets to grips with globalization from its abnormal base, are
cool heads and strong management by people who are fully informed
of the dangers that are entailed if South Africa, through ‘‘Johan-
nesburg,’’ is not able firmly to grasp the friendly hand being offered
to draw it and South Africa into the competitive world of the future.
Just how Johannesburg manages to solve its dilemma is not a matter
for concern here, but it remains the most urgent matter on the agenda
of the new metropolitan council. If the councillors are wise they will
attempt to embrace the positive benefits that are on offer from glob-
alization and that can and should be absorbed in the city of Johan-
nesburg as well as elsewhere in its metropolitan area.
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Notes

1. For the sake of non-South African readers, wherever possible and wherever considered
appropriate, sums of money have been given in US dollars. The South African currency is
the rand and is designated by the letter R. The weakness of the rand has seen it steadily
sliding against the dollar for some years and in the conversion of rands to dollars the
appropriate rate for the date or period has been used. At the time of writing in mid-1995 the
exchange rate was approximately R3.60 to US$1.00.

2. Because of the racial divisions in South African society that were emphasized in the apart-
heid era, it is necessary to refer to them in any analysis that includes that past. The word
‘‘black,’’ with a lower case ‘‘b,’’ is used when referring to people other than whites. The word
‘‘Black’’ is used when referring to African people who are not white, Coloured, or Asiatic.
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Part 2
Key issues about the urban
future





14

The impact of the new
technologies and globalization
on cities

Saskia Sassen

Telematics and globalization have emerged as fundamental forces
shaping the organization of economic space. This reorganization
ranges from the spatial virtualization of a growing number of eco-
nomic activities to the reconfiguration of the geography of the built
environment for economic activity. One outcome of these trans-
formations has been captured in images of geographic dispersal at the
global scale and the neutralization of place and distance through
telematics in a growing number of economic activities. This raises a
question of importance to the future of cities, especially regarding
leading economic sectors that are intensive users of the new technol-
ogies and tend to operate globally.

In terms of their economic function, cities provide something we
can think of as centrality–agglomeration economies, massive concen-
trations of information on the latest developments, a market-place.
How do economic globalization and the new technologies alter the
role of centrality and hence of cities as economic entities. The chapter
shows that centrality remains a key feature of the global information
economy, but that it can assume several spatial correlates, ranging
from the central business district to a new global grid of cities.

Organizing much of the following discussion is the role of place and
production in the global economy today. This is an important first
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step because so much analysis and general commentary on the global
economy and the new growth sectors focuses on the neutralization of
geography and on expertise.

A second major organizing argument is that the immediate future
of major cities is being shaped by the intersection of two processes:
(a) the shift to services, particularly the growing use of services in the
organization of all industries – a much neglected aspect that I con-
sider crucial; and (b) the globalization of economic activity. Both
growing service intensity and globalization rely on and are shaped by
the new information technologies. And both have had and will con-
tinue to have pronounced impacts on urban space.

The growing service intensity in economic organization generally
and the specific conditions under which information technologies are
available combine to make cities once again a key ‘‘production’’ site,
a role they lost when mass manufacturing became the dominant eco-
nomic sector. It is through these information-based production pro-
cesses that ‘‘centrality’’ is reconstituted.

These are the subjects discussed in this chapter.

Place and production in the global economy

Globalization can be deconstructed in terms of the strategic sites
where global processes materialize and the linkages that bind them.
Among these sites are export-processing zones, offshore banking
centres, and, on a far more complex level, global cities. This produces
a specific geography of globalization and underlines the extent to
which it is not a planetary event encompassing all of the world.1 It
is, furthermore, a changing geography, one that has changed over
the past few centuries and over the past few decades2 (and, most
recently, has come to include electronic space).

This geography of globalization contains a dynamic both of dis-
persal and of centralization, a condition that is only now beginning to
receive recognition (see Castells, 1989; Sassen, 1991: chap. 1; Frost
and Spence, 1993; Le Debat, 1994; Knox and Taylor, 1995). The
massive trends towards the spatial dispersal of economic activities at
the metropolitan, national, and global level which we associate with
globalization have contributed to a demand for new forms of terri-
torial centralization of top-level management and control operations.
The spatial dispersal of economic activity made possible by telematics
contributes to an expansion of central functions if this dispersal is to
take place under the continuing concentration in control, ownership,
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and profit appropriation that characterizes the current economic
system.3

National and global markets as well as globally integrated organi-
zations require central places where the work of globalization gets
done.4 Further, information industries require a vast physical infra-
structure containing strategic nodes with hyperconcentration of faci-
lities; we need to distinguish between the capacity for global trans-
mission/communication and the material conditions that make this
possible. Finally, even the most advanced information industries have
a production process that is at least partly place-bound because of
the combination of resources it requires even when the outputs are
hypermobile.

One of the central concerns in my work has been to look at cities
as production sites for the leading information industries of our time
and to recover the infrastructure of activities, firms, and jobs that is
necessary to run the advanced corporate economy.5 These industries
are typically conceptualized in terms of the hypermobility of their
outputs and the high levels of expertise of their professionals rather
than in terms of the production process involved and the requisite
infrastructure of facilities and non-expert jobs that are also part of
these industries.6

New forms of centrality

Today there is no longer a simple straightforward relation between
centrality and such geographic entities as the downtown or the cen-
tral business district (CBD). In the past, and up to quite recently in
fact, the centre was synonymous with the downtown or the CBD.
Today, the spatial correlate of the centre can assume several geo-
graphic forms. It can be the CBD, as it still is largely in New York
City, or it can extend into a metropolitan area in the form of a grid
of nodes of intense business activity, as we see in Frankfurt (Keil
and Ronneberger, 1995). The centre has been profoundly altered by
telematics and the growth of a global economy (both inextricably
linked); they have contributed to a new geography of centrality (and
marginality). Simplifying an analysis made elsewhere (Sassen, 1994),
I identify four forms assumed by centrality today.

First, although there is no longer a simple straightforward relation
between centrality and such geographic entities as the downtown or
the central business district, as was the case in the past, the CBD
remains a key form of centrality. But the CBD in major international
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business centres is profoundly reconfigured by technological and
economic changes.7

Secondly, the centre can extend into a metropolitan area in the
form of a grid of nodes of intense business activity. One might ask
whether or not a spatial organization characterized by dense strategic
nodes spread over a broader region does constitute a new form of
organizing the territory of the ‘‘centre,’’ rather than, as in the more
conventional view, an instance of suburbanization or geographic dis-
persal. In so far as these various nodes are articulated through cyber-
routes or digital highways, they represent a new geographic correlate
of the most advanced type of ‘‘centre.’’ The places that fall outside
this new grid of digital highways, however, are peripheralized. This
regional grid of nodes represents, in my analysis, a reconstitution of
the concept of region. Far from neutralizing geography, the regional
grid is likely to be embedded in conventional forms of communica-
tions infrastructure, notably rapid rail and highways connecting to
airports. Ironically perhaps, conventional infrastructure is likely to
maximize the economic benefits derived from telematics. I think this
is an important issue that has been lost somewhat in discussions about
the neutralization of geography through telematics.

Thirdly, we are seeing the formation of a transterritorial ‘‘centre’’
constituted via telematics and intense economic transactions (Sassen,
1991). The most powerful of these new geographies of centrality
at the inter-urban level binds the major international financial and
business centres: New York, London, Tokyo, Paris, Frankfurt, Zurich,
Amsterdam, Los Angeles, Sydney, Hong Kong, among others. But
this geography now also includes cities such as São Paulo and Mexico
City. The intensity of transactions among these cities, particularly
through the financial markets, trade in services, and investment, has
increased sharply, and so have the orders of magnitude involved.8 At
the same time, there has been a sharpening inequality in the concen-
tration of strategic resources and activities between each of these
cities and others in the same country.9 For instance, Paris now con-
centrates a larger share of leading economic sectors and wealth in
France than it did 15 years ago, while Marseilles, once a major eco-
nomic hub, has lost share and is suffering severe decline.

Fourthly, new forms of centrality are being constituted in elec-
tronically generated spaces. Electronic space is often read as a purely
technological event and in that sense a space of innocence. But if
we consider, for instance, that strategic components of the financial
industry operate in such space, we can see that these are spaces
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where profits are produced and power is thereby constituted. In so
far as these technologies strengthen the profit-making capability of
finance and make possible the hypermobility of finance capital, they
also contribute to the often devastating impacts of the ascendance of
finance on other industries, on particular sectors of the population,
and on whole economies. Cyberspace, like any other space, can be
inscribed in a multiplicity of ways – some benevolent or enlightening,
others not (see Sassen, 1994). My argument is that structures for
economic power are being built in electronic space and that their
highly complex configurations contain points of coordination and
centralization.

In the next sections I discuss various aspects of these four forms of
centrality, focusing particularly on cities as a way of showing the logic
that produces centrality in a global information economy.

Concentration and the redefinition of the centre:
Some empirical referents

The trend towards concentration of top-level management, coordi-
nation, and servicing functions is evident at the national and interna-
tional scales in all highly developed countries. For instance, the Paris
region accounts for over 40 per cent of all producer services in France
and over 80 per cent of the most advanced ones. New York City is
estimated to account for between a fourth and a fifth of all US pro-
ducer services exports though it has only 3 per cent of the US pop-
ulation. London accounts for 40 per cent of all exports of producer
services in the United Kingdom. Similar trends are evident in Zurich,
Frankfurt, and Tokyo.

Elsewhere (Sassen, 1994), a somewhat detailed empirical exami-
nation of several cities served to explore different aspects of this
trend towards concentration. Here there is space only for a few
observations. The case of Toronto, a city whose financial district was
built up only in recent years, allows us to see to what extent the
pressure towards physical concentration is embedded in an economic
dynamic rather than simply being the consequence of an inherited
built infrastructure from the past, as one could think was the case in
older centres such as London or New York. But Toronto also shows
that it is certain industries in particular that are subject to the pres-
sure towards spatial concentration, notably finance and its sister
industries (Gad, 1991).

In the financial district in Manhattan, the use of advanced infor-
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mation and telecommunication technologies has had a strong impact
on the spatial organization of the district because of the added spatial
requirements of ‘‘intelligent’’ buildings. A ring of new office buildings
meeting these requirements has been built over the past decade im-
mediately around the old Wall Street core, where the narrow streets
and lots made this difficult; furthermore, renovating old buildings in
the Wall Street core is extremely expensive and often not possible.
The new buildings in the district were mostly corporate headquarters
and financial services industry facilities. These firms tend to be
extremely intensive users of telematics, and the availability of the
most advanced forms typically is a major factor in their real estate
and locational decisions. They need complete redundancy of tele-
communications systems, high carrying capacity, often their own pri-
vate branch exchange, etc. With this often goes a need for large
spaces. For instance, the technical installations backing a firm’s trad-
ing floor are likely to require additional space equivalent to the size
of the trading floor itself.

The case of Sydney illuminates the interaction of a vast, con-
tinental economic scale and pressures towards spatial concentration.
Rather than strengthening the multipolarity of the Australian urban
system, the developments of the 1980s – increased internationaliza-
tion of the Australian economy, sharp increases in foreign invest-
ment, a strong shift towards finance, real estate, and producer ser-
vices – contributed to a greater concentration of major economic
activities and actors in Sydney. This included a loss of share of such
activities and actors by Melbourne, for long the centre of commercial
activity and wealth in Australia (Daly and Stimson, 1992).

At the international level, the case of the leading financial centres
in the world today is of continued interest, because one might have
expected that the growing number of financial centres now integrated
into the global markets would have reduced the extent of concen-
tration of financial activity in the top centres. One would further
expect this given the immense increases in the global volume of
transactions.10 Yet the levels of concentration remain unchanged in
the face of massive transformations in the financial industry and in
the technological infrastructure on which this industry depends.11

For example, international bank lending grew from US$1.89 tril-
lion in 1980 to US$6.24 trillion in 1991 – a fivefold increase in a mere
10 years. The United States, Japan, and the United Kingdom, mostly
through their three premier cities, accounted for 42 per cent of all
such international lending in 1980 and for 41 per cent in 1991, accord-
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ing to data from the Bank of International Settlements.12 Beyond
these three, Switzerland, France, Germany, and Luxembourg bring
the total share of the top centres to 64 per cent in 1991, which is just
about the same share these countries had in 1980. Yet another
example of concentration is Chicago, which singlehandedly dominates
the world’s trading in futures, accounting for 60 per cent of worldwide
contracts in options and futures in 1991.

In brief, with the potential for global control capability, certain
cities are becoming nodal points in a vast communications and
market system. Advances in electronics and telecommunication have
transformed geographically distant cities into centres for global com-
munication and long-distance management. But centralized control
and management over a geographically dispersed array of plants,
offices, and service outlets do not come about inevitably as part of
a ‘‘world system.’’ They require the development of a vast range of
highly specialized services and of top-level management and control
functions.

The intersection of globalization and the shift to services

To understand the new or sharply expanded role of a particular kind
of city in the world economy since the early 1980s, we need to focus
on the intersection of two major processes. The first is the sharp
growth in the globalization of economic activity; this has raised the
scale and the complexity of transactions, thereby feeding the growth
of top-level multinational headquarter functions and the growth of
advanced corporate services. It is important to note that, even though
globalization raises the scale and complexity of these operations, they
are also evident at smaller geographic scales and lower orders of
complexity, as is the case with firms that operate regionally. Thus,
although regionally oriented firms need not negotiate the complex-
ities of international borders and the regulations of different coun-
tries, they are still faced with a regionally dispersed network of
operations that requires centralized control and servicing.

The second process we need to consider is the growing service
intensity in the organization of all industries. This has contributed to
a massive growth in the demand for services by firms in all industries,
from mining and manufacturing to finance and consumer services.
Cities are key sites for the production of services for firms. Hence the
increase in service intensity in the organization of all industries had a
significant growth effect on cities in the 1980s. It is important to rec-
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ognize that this growth in services for firms is evident in cities at dif-
ferent levels of a nation’s urban system. Some of these cities cater to
regional or subnational markets; others cater to national markets;
and yet others cater to global markets. In this context, globalization
becomes a question of scale and added complexity.

The key process from the perspective of the urban economy is the
growing demand for services by firms in all industries and the fact
that cities are preferred production sites for such services, whether
at the global, national, or regional level. As a result we see in cities
the formation of a new urban economic core of banking and service
activities that comes to replace the older, typically manufacturing-
oriented, core.

In the case of cities that are major international business centres,
the scale, power, and profit levels of this new core suggest that we are
seeing the formation of a new urban economy. This is so in at least
two regards. First, even though these cities have long been centres for
business and finance, since the late 1970s there have been dramatic
changes in the structure of the business and financial sectors, as well
as sharp increases in the overall magnitude of these sectors and
their weight in the urban economy. Secondly, the ascendance of the
new finance and services complex, particularly international finance,
engenders what may be regarded as a new economic regime: although
this sector may account for only a fraction of the economy of a city, it
imposes itself on that larger economy. Most notably, the possibility
for super-profits in finance has the effect of devalorizing manufactur-
ing in so far as manufacturing cannot generate the super-profits typi-
cal in much financial activity.

This is not to say that everything in the economy of these cities has
changed. On the contrary, they still show a great deal of continuity
and many similarities with cities that are not global nodes. Rather,
the implantation of global processes and markets has meant that the
internationalized sector of the economy has expanded sharply and
has imposed a new valorization dynamic – a new set of criteria for
valuing or pricing various economic activities and outcomes. This has
had devastating effects on large sectors of the urban economy. High
prices and profit levels in the internationalized sector and its ancillary
activities, such as top-of-the-line restaurants and hotels, have made
it increasingly difficult for other sectors to compete for space and in-
vestments. Many of these other sectors have experienced considerable
downgrading and/or displacement, as, for example, neighbourhood
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shops tailored to local needs are replaced by upscale boutiques and
restaurants catering to new high-income urban élites.

Though at a different order of magnitude, these trends also became
evident during the late 1980s in a number of major cities in the
developing world that have become integrated into various world
markets; São Paulo, Buenos Aires, Bangkok, Taipei, and Mexico City
are only a few examples. Also here the new urban core was fed by the
deregulation of financial markets, the ascendance of finance and spe-
cialized services, and integration into the world markets. The opening
of stock markets to foreign investors and the privatization of what
were once public sector firms have been crucial institutional arenas
for this articulation. Given the vast size of some of these cities, the
impact of this new core on the broader city is not always as evident as
in central London or Frankfurt, but the transformation is still very
real.

It is important to recognize that manufacturing remains a crucial
sector in all these economies, even when it may have ceased to be a
dominant sector in major cities. Indeed, several scholars have argued
that the producer services sector could not exist without manufactur-
ing (Cohen and Zysman, 1987). A key proposition for these and
other authors is that producer services are dependent on a strong
manufacturing sector in order to grow. There is considerable debate
around this issue (Noyelle and Dutka, 1988; Drennan, 1992; Sassen,
1991). Drennan (1992), a leading analyst of the producer services
sector in New York City, argues that a strong finance and producer
services sector is possible in New York, notwithstanding decline in its
industrial base, and that these sectors are so strongly integrated into
the world markets that articulation with the larger region becomes
secondary.

Sassen (1991), in a variant on both positions, argues that manu-
facturing indeed feeds the growth of the producer services sector, but
that it does so whether located in the area in question, somewhere
else in the country, or overseas. Even though manufacturing – and
mining and agriculture, for that matter – feeds growth in the demand
for producer services, its actual location is of secondary importance in
the case of global-level service firms. Thus, whether a manufacturing
plant is located offshore or within a country may be quite irrelevant
as long as it is part of a multinational corporation likely to buy the
services from those top-level firms. Secondly, the territorial dispersal
of plants, especially if international, actually raises the demand for
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producer services. This is yet another meaning, or consequence, of
globalization: the growth of producer service firms headquartered in
New York or London or Paris can be fed by manufacturing located
anywhere in the world as long as it is part of a multinational corpo-
rate network. Thirdly, a good part of the producer services sector is
fed by financial and business transactions either that have nothing to
do with manufacturing, as is the case in many of the global financial
markets, or for which manufacturing is incidental, as in much merger
and acquisition activity, which is centred on buying and selling firms
rather than the buying of manufacturing firms as such.

Some of the figures on New York and London, two cities that
experienced heavy losses in manufacturing and sharp gains in pro-
ducer services, illustrate this point. New York lost 34 per cent of its
manufacturing jobs between 1969 and 1989 in a national economy
that overall lost only 2 per cent of such jobs, and there was actually
manufacturing growth in many areas. The British economy lost 32 per
cent of its manufacturing jobs between 1971 and 1989, and the London
region lost 47 per cent of such jobs (Fainstein et al., 1993). Yet both
cities had sharp growth in producer services and raised their shares of
such jobs in total city employment. Further, it is worth noting the
different conditions in each city’s larger region: London’s region had
a 2 per cent decline compared with a 22 per cent job growth rate in
the larger New York region. This divergence points to the fact that
the finance and producer services complex in each city rests on a
growth dynamic that is somewhat independent of the broader regional
economy – a sharp change from the past, when a city was presumed
to be deeply articulated with its hinterland.

The formation of a new production complex

According to standard conceptions about information industries, the
rapid growth and disproportionate concentration of producer services
in central cities should not have happened. Because producer services
are thoroughly embedded in the most advanced information tech-
nologies, they could be expected to have locational options that
bypass the high costs and congestion typical of major cities. But cities
offer agglomeration economies and highly innovative environments.
The growing complexity, diversity, and specialization of the services
required have contributed to the economic viability of a free-standing
specialized service sector.

The production process in these services benefits from proximity
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to other specialized services. This is especially the case in the leading
and most innovative sectors of these industries. Complexity and in-
novation often require multiple highly specialized inputs from several
industries. The production of a financial instrument, for example,
requires inputs from accounting, advertising, legal expertise, eco-
nomic consulting, public relations, designers, and printers. The par-
ticular characteristics of production of these services, especially those
involved in complex and innovative operations, explain their pro-
nounced concentration in major cities. The commonly heard expla-
nation that high-level professionals require face-to-face interactions
needs to be refined in several ways. Producer services, unlike other
types of services, are not necessarily dependent on spatial proximity
to the consumers (i.e. firms) served. Rather, economies occur in such
specialized firms when they locate close to others that produce key
inputs or whose proximity makes possible joint production of certain
service offerings. The accounting firm can service its clients at a dis-
tance, but the nature of its service depends on proximity to special-
ists, lawyers, and programmers. Moreover, concentration arises out
of the needs and expectations of the people likely to be employed in
these new high-skill jobs, who tend to be attracted to the amenities
and lifestyles that large urban centres can offer. Frequently, what is
thought of as face-to-face communication is actually a production
process that requires multiple simultaneous inputs and feedbacks. At
the current stage of technical development, immediate and simulta-
neous access to the pertinent experts is still the most effective way,
especially when dealing with a highly complex product. The concen-
tration of the most advanced telecommunications and computer net-
work facilities in major cities is a key factor in what I refer to as the
production process of these industries.13

Further, time replaces weight in these sectors as a force for
agglomeration. In the past, the pressure of the weight of inputs from
iron ore to unprocessed agricultural products was a major constraint
pushing towards agglomeration in sites where the heaviest inputs
were located. Today, the acceleration of economic transactions and
the premium put on time have created new forces for agglomeration.
This is increasingly not the case in routine operations. But where time
is of the essence, as it is today in many of the leading sectors of these
industries, the benefits of agglomeration are still extremely high – to
the point where it is not simply a cost advantage but an indispensable
arrangement.

This combination of constraints suggests that the agglomeration of
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producer services in major cities actually constitutes a production
complex. This producer services complex is intimately connected to
the world of corporate headquarters; indeed, they are often thought
of as forming a joint headquarters–corporate services complex. But,
in my reading, we need to distinguish the two. Although it is true that
headquarters still tend to be disproportionately concentrated in cities,
over the past two decades many have moved out. Headquarters can
indeed locate outside cities, but they need a producer services com-
plex somewhere in order to buy or contract for the needed special-
ized services and financing. Further, headquarters of firms with very
high overseas activity or in highly innovative and complex lines of
business tend to locate in major cities. In brief, firms in more routi-
nized lines of activity, with predominantly regional or national
markets, appear to be increasingly free to move or install their head-
quarters outside cities. Firms in highly competitive and innovative
lines of activity and/or with a strong world market orientation appear
to benefit from being located at the centre of major international
business centres, no matter how high the costs.

Both types of firms need a corporate services complex, but where
this complex is located is probably increasingly unimportant from the
perspective of many, though not all, headquarters. From the per-
spective of producer services firms, such a specialized complex is
most likely to be in a city rather than, for example, a suburban office
park. The latter will be the site for producer services firms but not for
a services complex. And only such a complex is capable of handling
the most advanced and complicated corporate demands.

The region in the information age

The massive use of telematics in the economy and the corresponding
possibility for geographic dispersal and mobility of firms suggest that
the whole notion of regional specialization, and of the region, may
become obsolete. But there are indications that, as is the case for
large cities, the hypermobility of information industries and the
heightened capacity for geographic dispersal may be only part of the
story. The evidence on regional specialization in the United States
and in other highly developed countries, along with new insights
into the actual work involved in producing these services, points to a
different set of outcomes.

What is important from the perspective of the region is that the
existence of, for instance, a producer services complex in the major
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city or cities in a region creates a vast concentration of communica-
tions infrastructure, which can be of great use to other economic
nodes in that region. Such nodes can (and do) connect with the major
city or cities in a region and thereby to a worldwide network of firms
and markets. The issue from the regional perspective is, then, that
somewhere in its territory the region should count on state-of-the-art
communication facilities that connect it with the world and that bring
foreign firms from all over the world to the region. Given a regional
grid of economic nodes, the benefits of this concentration in the
major city or cities are no longer confined to firms located in those
cities.

Secondly, given the nature of the production process in advanced
information industries, as described in the preceding section, the
geographic dispersal of activities has limits. The importance of actual
face-to-face transactions means that a metropolitan or regional net-
work of firms will need conventional communications infrastructure,
e.g. highways or rapid rail, and locations not further than something
like two hours. One of the ironies of the new information technol-
ogies is that, to maximize their use, we need access to conventional
infrastructure. In the case of international networks it takes airports
and planes; in the case of metropolitan or regional networks, it takes
trains and cars.

The importance of conventional infrastructure in the operation of
economic sectors that are heavy users of telematics has not received
sufficient attention. The dominant notion seems to be that telematics
obliterates the need for conventional infrastructure. But it is precisely
the nature of the production process in advanced industries, whether
they operate globally or nationally, that has contributed to the
immense rise in business travel in all advanced economies over the
past decade, the new electronic era. The virtual office is a far more
limited option than a purely technological analysis would suggest.
Certain types of economic activities can be run from a virtual office
located anywhere. But, for work processes requiring multiple spe-
cialized inputs, considerable innovation, and risk-taking, the need for
direct interaction with other firms and specialists remains a key loca-
tional factor. Hence the metropolitanization and regionalization of an
economic sector have boundaries that are set by the time it takes for
a reasonable commute to the major city or cities in the region. The
irony of today’s electronic era is that the older notion of the region
and older forms of infrastructure re-emerge as critical for key eco-
nomic sectors. This type of region in many ways diverges from older
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forms of region. It corresponds rather to the second form of centrality
posited above in this chapter – a metropolitan grid of nodes con-
nected via telematics. But, for this digital grid to work, conventional
infrastructure – ideally of the most advanced kind – is also a necessity.

The new marginality

The new growth sectors, the new organizational capacities of firms,
and the new technologies – all three interrelated – are contributing to
produce not only a new geography of centrality but also a new geog-
raphy of marginality. The evidence for the United States, Western
Europe, and Japan suggests that it will take government policy and
action to reduce the new forms of spatial and social inequalities.

The new marginality has several components: the inevitable
‘‘creative destruction’’ that is part of growth; losses due to interna-
tional and national competition; insufficient quality in factors of pro-
duction; redundancy or excess capacity; and others (Social Justice,
1993; Competition and Change, 1995; King, 1995).

One critical component that is not sufficiently recognized, and
where government policy could make a difference, is the misunder-
standing that seems to prevail in much general commentary about
what matters in an advanced economic system, the information
economy, and economic globalization. Many types of firms, workers,
and places (for example, in industrial services) that look as if they
do not belong in an advanced, information-based, globally oriented
economic system are actually integral parts of such a system. They
need policy recognition and support because they cannot compete
in the new environments where leading sectors have bid up prices
and standards, even though their products and labour are in demand.
For instance, the financial industry in Manhattan, one of the most
sophisticated and complex industries, needs truckers to deliver not
only software but also tables and light bulbs; and it needs blue-collar
maintenance workers and cleaners. These activities and workers need
to be able to make a decent living if they are to stay in the region.

Yet another dimension not sufficiently recognized is the new valu-
ation dynamic. The combination of globalization and the new tech-
nologies has altered the criteria and mechanisms through which fac-
tors, inputs, goods, and services are valued and priced. This has had
devastating effects on some localities, industries, firms, and workers.
Thus the salaries of financial experts and the profits of financial
services firms zoomed up in the 1980s while the wages of blue-collar
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workers and the profits of many traditional manufacturing firms sank.
We can expect more of this. At times the devastation hits sectors that
are part of a well-balanced economic system and hence it becomes
counterproductive for economic growth.

The policy challenge

Beyond the multiplicity of policies called for by the complexity and
diversity of the problems and potential associated with the new tech-
nologies and economic globalization, several policy innovations will
be needed. In view of the intricacies of policy and the political
frameworks within which policies operate, I will limit myself to item-
izing some key issues that emerge from the discussion in this chapter.
1. Urban and regional economic development policy is in part inter-

national development policy – more so than in the past, owing
to the formation of global markets and the growing importance
of multinational corporations, all in a context of governmental
deregulation; major cities and central regions interact directly with
the world economy.

2. Economic development policy is deeply intertwined with develop-
ments in communications; this has always been the case, but today
the complexity of many of the new technologies creates specific
challenges. The most advanced forms of communication need to
be harnessed to economic development goals that benefit a broad
spectrum of economic actors.

3. Economic development policy will have to have a social equity
dimension running through it. The 1980s made it clear that great
wealth can be produced and high growth rates achieved without
significant benefits for a large share of individuals and economic
sectors. In the long run, the absence of equitable distribution
appears to create a drag on overall economic growth.

Notes

1. Cf. Robertson’s (1991) notion of the world as a single place or of the ‘‘global human con-
dition.’’ I would say that globalization is also a process that produces differentiation, only
the alignment of differences is of a very different kind from that associated with such dif-
ferentiating notions as national character, national culture, and national society. For exam-
ple, the corporate world today has a global geography, but not everywhere in the world; in
fact it has highly defined and structured spaces. Secondly, it also is increasingly sharply dif-
ferentiated from non-corporate segments in the economies of the particular locations (a city
such as New York) or countries where it operates. There is homogenization along certain
lines that cross national boundaries and sharp differentiation inside these boundaries. We
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can also see this in the geography of certain built forms – from the bungalow (King, 1990) to
the corporate complex (Sassen, 1991) or the landscapes of American theme parks; we can
see that these various built forms are both global yet highly localized in certain places. It is
in this sense that globalized forms and processes tend to have a distinct geography.

2. We need to recognize the specific historical conditions for different conceptions of the
international or the global (Sassen, 1996). There is a tendency to see the internationaliza-
tion of the economy as a process operating at the centre, embedded in the power of the
multinational corporations today and of colonial enterprises in the past. One could note
that the economies of many peripheral countries are thoroughly internationalized owing to
high levels of foreign investment in all economic sectors and to heavy dependence on world
markets for ‘‘hard’’ currency. What the highly developed countries have is strategic con-
centrations of firms and markets that operate globally, the capability for global control and
coordination, and power. This is a very different form of the international from the one we
find in developing countries.

3. More conceptually, we can ask whether an economic system with strong tendencies towards
such concentration can have a space economy that lacks points of physical agglomeration.
That is to say, does power, in this case economic power, have spatial correlates?

4. I see the producer services, and most especially finance and advanced corporate services,
as industries producing the organizational commodities necessary for the implementation
and management of global economic systems (Sassen, 1991: chaps. 2–5). Producer services
are intermediate outputs, that is, services bought by firms. They cover financial, legal, and
general management matters, innovation, development, design, administration, personnel,
production technology, maintenance, transport, communications, wholesale distribution,
advertising, cleaning services for firms, security, and storage. Central components of the
producer services category are a range of industries with mixed business and consumer
markets: insurance, banking, financial services, real estate, legal services, accounting, and
professional associations (for more detailed discussions see, e.g., Noyelle and Dutka, 1988;
Daniels, 1991).

5. Methodologically speaking, this is one way of addressing the question of the unit of analysis
in studies of contemporary economic processes. ‘‘National economy’’ is a problematic cat-
egory when there are high levels of internationalization. And ‘‘world economy’’ is a prob-
lematic category because of the impossibility of engaging in detailed empirical study at that
scale. Highly internationalized cities such as New York or London offer the possibility of
examining globalization processes in great detail, within a bounded setting, and with all
their multiple, often contradictory aspects.

6. Much analysis and general commentary on the global economy and the new growth sectors
does not incorporate these multiple dimensions. Elsewhere I have argued that what we
could think of as the dominant narrative or mainstream account of economic globalization
is a ‘‘narrative of eviction’’ (Sassen, 1994). Key concepts in the dominant account – global-
ization, information economy, and telematics – all suggest that place no longer matters and
that the only type of worker that matters is the highly educated professional. This account
privileges the capability for global transmission over the concentrations of built infra-
structure that make transmission possible; information outputs over the workers producing
those outputs, from specialists to secretaries; and the new transnational corporate culture
over the multiplicity of cultural environments, including reterritorialized immigrant cul-
tures, within which many of the ‘‘other’’ jobs of the global information economy take place.
In brief, the dominant narrative concerns itself with the upper circuits of capital, not the
lower ones, and with the global capacities of major economic actors, not the infrastructure
of facilities and jobs underlying those capacities. This narrow focus has the effect of evicting
from the account the place-boundedness of significant components of the global information
economy.

7. We may be seeing a difference in the pattern of global city formation in parts of the United
States and in parts of Western Europe (Hall, 1988; Kunzmann and Wegener, 1991; Keil and
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Ronneberger, 1995; Sassen, 1994). In the United States, major cities such as New York and
Chicago have large centres that have been rebuilt many times, given the brutal neglect
suffered by much urban infrastructure and the imposed obsolescence so characteristic of US
cities. This neglect and accelerated obsolescence produce vast spaces for rebuilding the
centre according to the requirements of whatever regime of urban accumulation or pattern
of spatial organization of the urban economy prevails at a given time.

In Europe, urban centres are far more protected and they rarely contain significant
stretches of abandoned space; the expansion of workplaces and the need for intelligent
buildings necessarily will have to take place partly outside the old centres. One of the most
extreme cases is the complex of La Défense, the massive, state-of-the art office complex
developed right outside Paris to avoid harming the built environment inside the city. This is
an explicit instance of government policy and planning aimed at addressing the growing
demand for central office space of prime quality. Yet another variant of this expansion of
the ‘‘centre’’ onto hitherto peripheral land can be seen in London’s Docklands. Similar
projects for recentralizing peripheral areas were launched in several major cities in Europe,
North America, and Japan during the 1980s.

8. The pronounced orientation to the world markets evident in such cities raises questions
about the articulation with their nation-states, their regions, and the larger economic and
social structure in such cities. Cities have typically been deeply embedded in the economies
of their region, indeed often reflecting the characteristics of the latter; and they still do. But
cities that are strategic sites in the global economy tend, in part, to disconnect from their
region. This conflicts with a key proposition in traditional scholarship about urban systems,
namely, that these systems promote the territorial integration of regional and national
economies.

9. In the case of a complex landscape such as Europe’s we see in fact several geographies of
centrality – one global, others continental and regional (see Sassen, 1994). A central urban
hierarchy connects major cities, many of which in turn play central roles in the wider global
system of cities: Paris, London, Frankfurt, Amsterdam, and Zurich. These cities are also
part of a wider network of European financial/cultural/service capitals (some with only one,
others with several of these functions) that articulate the European region and are some-
what less oriented to the global economy than Paris, Frankfurt, or London. And then there
are several geographies of marginality: the East–West divide and the North–South divide
across Europe as well as newer divisions. In Eastern Europe, certain cities and regions,
notably Budapest, are rather attractive for purposes of investment, both European and non-
European, while others will increasingly fall behind, notably in Romania, Yugoslavia, and
Albania. We see a similar differentiation in the south of Europe: Madrid, Barcelona, and
Milan are gaining in the new European hierarchy; Naples, Rome, and Marseilles are not.

10. Furthermore, this unchanged level of concentration has happened at a time when financial
services are more mobile than ever before: globalization, deregulation (an essential ingre-
dient for globalization), and securitization have been the key to this mobility – in the con-
text of massive advances in telecommunications and electronic networks. One result is
growing competition among centres for hypermobile financial activity. In my view, there has
been an overemphasis on competition both in general and in specialized accounts on this
subject. As I have argued elsewhere (Sassen, 1991: chap. 7), there is also a functional divi-
sion of labour among various major financial centres. In that sense, we can think of a
transnational system with multiple locations.

11. Much of the discussion around the formation of a single European market and financial
system has raised the possibility, and even the need if it is to be competitive, of centralizing
financial functions and capital in a limited number of cities rather than maintaining the
current structure in which each country has an international financial centre.

12. There were compositional changes: Japan’s share rose from 6.2 per cent to 15.1 per cent and
the UK share fell from 26.2 per cent to l6.3 per cent; the US share remained constant. All
increased in absolute terms.
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13. The telecommunications infrastructure also contributes to concentration of leading sectors
in major cities. Long-distance communications systems increasingly use fibre optic wires.
These have several advantages over traditional copper wire: large carrying capacity, high
speed, more security, and higher signal strength. Fibre systems tend to connect major com-
munications hubs because they are not easily spliced and hence not desirable for connecting
multiple lateral sites. Fibre systems tend to be installed along existing rights of way, whether
rail, water, or highways (Moss, 1986). The growing use of fibre optic systems thus tends to
strengthen the major existing telecommunication concentrations and therefore the existing
hierarchies.
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15

World cities as financial centres

David R. Meyer

The expansion of international finance

International financial centres house the pivotal intermediaries who
control and coordinate the exchange of capital, such as investments
(infrastructure, stocks, and bonds), payments arising from trade in
commodities and services, and currencies (Meyer, 1986, 1991a). The
livelihood of these centres rests on the expansion of national econo-
mies from both population growth and rising per capita incomes.
That growth generates larger financial exchanges both within and
among nations. Nations that participate actively in international
economic exchanges offer greater opportunities for their financial
intermediaries to control and coordinate capital flows. A supportive
governmental regulatory apparatus confers advantages on financial
intermediaries of the home nation, and they can draw on social net-
works within the nation to gain advantages vis-à-vis financial inter-
mediaries from other nations.

The rapid growth of exports and imports of commodities between
1970 and 1992 provided one pillar for the expansion of international
financial intermediaries (table 15.1). The rate of growth in that trade
rose from an annual average of 4 per cent between 1970 and 1980 to
4.9 per cent between 1980 and 1992. However, the participation of

410



nations in this growth differed substantially both over time for a
nation and among nations. The growth rates of exports of some high-
income nations, such as Germany, Hong Kong, Japan, and the United
States, slowed across the two time-periods, whereas their growth
rates of imports rose. Rapidly industrializing economies, such as
those of Malaysia, South Korea, and Thailand, achieved growth rates
in exports and imports far above the world averages. Economic crises
also affected the pace of growth in dramatic ways; for example, the
growth rate of exports from Mexico virtually collapsed between
1970–1980 and 1980–1992. Low-income nations also followed signif-
icantly different trajectories. African nations such as Nigeria and
Tanzania remained moribund or declined as participants in the global
economy. India, in contrast, joined in trade modestly, especially com-

Table 15.1 The average annual growth rate of merchandise trade in the world and

selected nations, 1970–1992 (%)

Exports Imports

1970–1980 1980–1992 1970–1980 1980–1992

World 4.0 4.9 4.0 4.9

High-income countries

Germany 5.0 4.6 2.8 5.7
Hong Kong 9.7 5.0 7.8 12.6
Japan 9.0 4.6 0.4 6.6
United States 6.5 3.8 4.3 6.1

Upper-middle-income countries

Brazil 8.5 5.0 4.0 1.5
Malaysia 4.8 11.3 3.7 7.9
Mexico 13.5 1.6 5.5 3.8
South Korea 23.5 11.9 11.6 11.2

Lower-middle-income countries

Chile 10.4 5.5 2.2 3.5
Morocco 3.9 5.5 6.6 4.4
Thailand 10.3 14.7 5.0 11.5
Turkey 4.3 9.0 5.7 9.6

Low-income countries

China 8.7 11.9 11.3 9.2
India 4.3 5.9 3.0 1.9
Nigeria 0.4 1.7 19.4 �10.5
Tanzania �7.5 �1.2 �0.6 �1.3

Source: World Bank (1994: 186–187, table 13).
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pared with lower-middle-income countries such as Turkey, whereas
China acquired the trade characteristics of the rapidly industrializing
economies such as Malaysia and South Korea.

This differential participation of nations in exports and imports
affects the capacity of their international financial intermediaries to
control and coordinate the exchange of capital. Expanding export
and import sectors give financiers opportunities to underwrite trade
through the provision of credit, and, if their domestic producers
expand facilities outside the home nation, the financiers can follow
the firms to provide loans and credits. Contracting or moribund trade
economies, however, provide limited opportunities for financial
intermediaries, except, perhaps, in the provision of loans to cover
losses. These economies also experience a slow-down or contraction
in the accumulation of capital; that hinders the capacity of domestic
financial intermediaries to participate in capital exchanges. The
absolute or relative decline in trade probably benefits financial inter-
mediaries outside the home nation to a greater degree because they
have greater capacity to fund loans.

The growth of international financial transactions partially mirrors
this growth of trade, yet it also provides a broader perspective
because loans and deposits for other purposes are included. The pace
of expansion of these transactions exceeded the growth of trade by
almost a two-to-one margin (table 15.2). The world annual growth
rate of liabilities and claims against lending banks reached 11 per cent
between 1980 and 1986; it declined slightly to 9 per cent between 1986
and 1993. This differential between financial and trade flows suggests
that international transactions of financial capital may become more
important to the viability of financial centres than the control of trade
by their commodity brokers, wholesalers, and producers.

The industrial countries, along with rapidly growing Asian eco-
nomic powers such as Hong Kong, Singapore, and Thailand, had the
greatest consistency in the expansion of borrowing and lending by
their banks (table 15.2). In contrast, nations in Africa, the Middle
East, and the western hemisphere south of the United States had
wildly fluctuating rates of growth and often collapsed into substantial
declines in financial exchanges. This limited participation in financial
exchanges undercuts the capacity of their financial intermediaries to
accumulate capital and build expertise in financial intermediation.
Consequently, external financial intermediaries will dominate the
provision of capital, unless the nation-state intervenes with its own
financial intermediation. The small scale of financial centres in these
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nations, therefore, mirrors the limited development of their interna-
tional capital markets. The industrial countries, plus Hong Kong and
Singapore, exert overwhelming dominance over financial exchanges

Table 15.2 The growth of international financial transactions by national groups

and selected nations, 1980–1993

Compound annual growth rate (%)

1980–1986 1986–1993

Residence of
bank

Liabilities,
borrowing bank

Claims,
lending bank

Liabilities,
borrowing bank

Claims,
lending bank

World 11 11 9 9

Industrial countries 12 13 8 9
United States 19 17 8 3
Japan 24 28 10 14
Germany 4 17 14 13
Italy 10 9 12 8a
United Kingdom 11 12 6 5

Africa 9 �8 �1 8
Ghana 56 30 �34 �7
Kenya �6 0 �13 �11a
Nigeria �10 �22 �3a 1a
Tanzania 40 �11 2 12

Asia 20 20 14 11
Hong Kong 22 28 18 11
India – 3 – 13
Singapore 24 21 11 9
Thailand 0 10 25b 36c

Middle East 5 0 3 4
Egypt 0 4 7 16
Israel �1 0 �12 4

Western hemisphere 5 6 6 6
Brazil 14 2 34d 15d
Chile 9 �2 �7 1
Mexico �2e 42e �1 �5
Venezuela 0 �11 �6 4

Source: International Monetary Fund (1994: 64–67).
a. 1986–1992.
b. 1986–1991.
c. 1986–1990.
d. 1986–1987.
e. 1982–1986.
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as the residence of the borrowing banks and of lending banks. Those
nations accounted for 72 per cent of borrowing in 1980 and 84 per
cent in 1993; similarly, they accounted for 70 per cent of lending in
1980 and 82 per cent in 1993 (International Monetary Fund 1994: 64–
67). Over half of the relative gains of this group from 1980 to 1993
came from the expansion of lending and borrowing of banks in Hong
Kong and Singapore. Nations outside this group of industrial coun-
tries and Hong Kong and Singapore, especially those in Africa, the
Middle East, and parts of Asia, such as India, therefore, have declined
relatively as participants in international financial exchanges. This
implies that their financial centres will remain weak or decline rela-
tively as pivots of global capital exchanges.

These changes in the exchange of commodity and financial capital
suggest that simple assumptions that financial exchanges will increase
as part of some seamless global flow of capital rest on a weak foun-
dation. National differences in economic growth and welfare continue
to loom large, and financial centres will not form a tightly integrated
hierarchy of exchange. Financial centres in the leading economic
powerhouses, including the longstanding financial centres in Asia,
such as Hong Kong and Singapore, exert a disproportionate and
increasing dominance over the global exchange of capital. Explana-
tions of the future of world financial centres, therefore, must probe
beneath the surface view of the seamless integrated global economy
that draws all nations tightly into its web.

Paradoxes

Speculations about the future of world financial centres raise a
bewildering array of paradoxes. On the one hand, observers argue
that advances in global telecommunications obviate the necessity for
face-to-face communications. Individuals with computers, faxes, and
telephones can operate from any place, including their homes; finan-
cial centres, thus, lose their reason for existence (Selz, 1993; Whitney,
1993). On the other hand, observers claim that the global dispersal of
economic activity requires centralized control and coordination.
Sophisticated financial activities, therefore, increasingly concentrate
in a few financial centres, such as New York, London, and Tokyo
(Sassen, 1991; Irwin and Kasarda, 1994). Innovations in telecommu-
nications, such as satellite transmission and fibre optics, permit vast
quantities of information (data and voice) to exchange globally
almost instantaneously. This capacity would seem to allow financial
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institutions to disperse among many world centres. The high fixed
cost of these telecommunications networks and their infrastructure of
a small number of high-capacity switching nodes nevertheless require
that financial firms engaged in the greatest exchange of information
locate at those nodes (Langdale, 1989; Warf, 1989, 1995). Finally,
deregulation of national financial markets would seem to open up
many world cities as sites for important financial firms. However,
the experience of the deregulation moves of the 1980s, such as the
‘‘Big Bang’’ of 1986 that opened London financial markets, suggests
that leading financial firms will concentrate in a few global cities
(Hepworth, 1991; Sassen, 1991).

An explanation of the dynamics of world financial centres must
resolve these paradoxes. That resolution faces two alternative paths.
One path focuses on exploring the implications of new technologies,
such as satellites and fibre optics, new organizational structures, such
as multinational banks, and new political processes, such as dereg-
ulation. This approach has the advantage that it directs attention to
the transformation of world financial centres. The disadvantage,
however, is that the focus on newness disconnects the explanation
from past changes in those centres. This reduces the chance of iden-
tifying broad generalizations that might allow prediction about the
future trajectory of financial centres, such as the degree to which a
few centres will dominate global finance or the impact of new tech-
nologies of information processing.

An alternative path to explain the dynamics of world financial
centres starts with the premise that the exchange of capital com-
prises the core activity of financial intermediaries. To implement
this exchange, they must first solve two distinct, yet related, prob-
lems: capture control over the exchange, and acquire the means
‘‘physically’’ to implement the exchange. As part of their ongoing
exchange of capital, financial intermediaries react to competition in
three ways: alter transaction costs, differentiate or dedifferentiate to
control markets, and appeal to force (Meyer, 1991a,b). They invest in
information-processing and telecommunications technologies as part
of their strategy of reacting to competition.

Control and physical implementation of exchange

For financial intermediaries to control the exchange of capital, they
must insert themselves between actors (individuals, firms, govern-
ments) who supply capital and actors who demand it (Meyer, 1980).
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This process of insertion can take two forms: acquisition of ownership
of capital as an intermediate step in exchange; or provision of essen-
tial services in the exchange of capital that buyers and sellers of cap-
ital cannot circumvent without developing the equivalent expertise.
To implement this control of exchange of capital, financial inter-
mediaries must acquire access to information about the demand for
and supply of capital and have ownership of sufficient capital to
underwrite ownership of additional capital.

The physical implementation of the exchange of capital requires
that intermediaries have access to telecommunication technologies.
Changes in ownership of capital must be communicated between
buyers and sellers, and the provision of services in the exchange
of capital also relies on those telecommunication technologies. These
technologies, however, have their own infrastructural logic of fixed
and variable costs, nodes, and ‘‘lines.’’ The precise ‘‘physical’’ means
that the exchange of capital follows does not have to match exactly
the organizational ties that bind financial intermediaries, buyers of
capital, and suppliers of capital (Meyer, 1980). Given that financial
intermediaries acquire ownership of capital or provide essential ser-
vices in its exchange, their long-term operations require that they
react successfully to competition.

Reactions to competition

Alter transaction costs

To remain competitive, financial intermediaries alter their trans-
action costs through several mechanisms (Meyer, 1991a,b). Invest-
ments in information-processing technologies (hardware and soft-
ware) raise the capacity to manipulate, store, and analyse information
in greater quantities, with more sophistication, and at faster speeds.
Similarly, investments in telecommunications technologies enhance
the capacity to transmit greater quantities of information at faster
speeds. Because volume, capacity, and speed rise in both types of
technologies, these investments reap large economies of scale. To
achieve these economies, however, requires substantial capital invest-
ment. This permits highly capitalized firms to gain much greater unit-
cost savings than less well-capitalized firms, substantially widening
the gap in the cost of business for the two types of firms.

These investments in information-processing and telecommunica-
tions technologies also introduce disequilibrium in the organization
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of information processing and transmittal. The processing and trans-
mittal of non-routine information stand as the hallmark of sophisti-
cated financial intermediary activity. Yet technological advances in
information processing often transform non-routine information into
a routine form. For example, until recently, current information about
stock and bond prices remained the specialty of firms with personal
access to market makers. Those with this non-routine information
gained advantages in controlling investment decisions. The advent
of high-powered computers and high-capacity telecommunications
media, however, opened this information to anyone with compu-
ters and the ability to pay a modest fee; the information becomes
routine and highly decentralized. On the other hand, some highly
capitalized financial intermediaries may make additional investments
in information-processing technologies, such as sophisticated software
programs to analyse price trends; these rest on complex proprietary
mathematical models. These programs may give them advantages
vis-à-vis those with access to prices but who lack the capacity to
analyse them in the same way. At the same time as non-routine
information processing and transmittal transform into routine forms,
therefore, new non-routine forms may arise.

Financial intermediaries also alter transaction costs by reducing
risk. They can accomplish this through internalizing intermediary
transactions within a social group, family, ethnic group, or religious
group. The trust that exists within these groups permits the inter-
mediaries to engage in a wider range of secure transactions than they
might otherwise participate in. In a somewhat similar way, inter-
nalizing intermediary transactions within an organization, when pre-
viously they occurred between organizations, reduces the risks of
exchange. Finally, financial intermediaries may reduce transaction
costs by agglomerating with other intermediaries. The face-to-face
exchange within the agglomeration permits them to share complex,
confidential information more easily, and the social networks that
exist allow the intermediaries to build trust and thus reduce risk.

Differentiate or dedifferentiate

Financial intermediaries also may react to competition by differ-
entiating or dedifferentiating to control markets (Meyer, 1991a,b).
Differentiation, or specialization, provides a powerful mechanism
because resources are focused on a narrower range of activities.
Because specialization often means that financial intermediaries must
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reach larger market areas for transactions in order to have the requi-
site business to support the specialized activity, they need access to
larger amounts of capital than do less specialized intermediaries. This
greater capital requirement results because larger investments must
be made in information acquisition through telecommunications and
transportation. Furthermore, specialization often requires that finan-
cial intermediaries engage in large-scale transactions; this also adds to
capital requirements to underwrite the transactions. Dedifferentia-
tion, or the addition of functions to an organization, also raises capital
requirements, assuming that the original activities are maintained at
the same scale. Both differentiation and dedifferentiation, therefore,
are strategies that larger-scale, more highly capitalized financial
intermediaries can use to combat competition from smaller-scale, less
highly capitalized intermediaries.

Appeal to force

Finally, financial intermediaries may appeal to force to counteract
competition from others (Meyer, 1991a,b). Although they may make
a direct appeal to the use of violence, more benign forms, though no
less effective, are used. Those forms comprise an appeal to a political
unit, such as the nation-state, to impose sanctions on competitors.
These sanctions come in a variety of forms, such as outright prohib-
itions on operation within the nation, special restrictions on the types
of financial transactions that competitors can engage in, and extra costs
imposed on competitors, including taxes, fees, licences, and tariffs.
Financial intermediaries who gain the support of their nation-state to
impose these sanctions on competitors, however, pay a cost. If com-
petitors are excluded from operating freely, the financial inter-
mediaries who have the sanctions imposed may lose opportunities to
cooperate with competitors. Such cooperation stands as a hallmark of
financial intermediation. It includes the formation of syndicates to
sell stocks and bonds and loan consortia to lend much greater
amounts of capital than any one intermediary may be willing to risk
in loans to large borrowers. Furthermore, these competitors are also
sources of information gained face to face; their absence inhibits
intermediaries from gaining access to this information.

Financial intermediaries make choices about reactions to competi-
tion that vary according to the type of exchange in which they
engage. To simplify, these types are divided into two broad catego-
ries: changes in the ownership of existing assets, and exchanges that
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alter asset values. This distinction provides a means to resolve some
of the paradoxes raised about the future of world financial centres.

Exchanges of assets

Changes in the ownership of existing assets

At any point in time, the global stock of existing assets vastly exceeds
the investments that alter the stock of assets. These existing assets
include stocks that reflect the ownership of a wide array of firms, such
as an auto company and an employment agency, or infrastructure,
such as a shopping centre and an office building. These assets also
include instruments such as bonds or options that represent claims on
assets. Other types of existing assets that are exchanged include pre-
cious metals, such as gold, silver, or platinum, and commodities, such
as grain, copper, or timber. Currencies, such as yen, Deutschmarks,
and dollars, are stores of value that represent existing assets that are
exchanged. Over time, financial intermediaries have created instru-
ments that are symbols of these assets to facilitate their exchange.
The stock or bond certificate, for example, remains removed from the
actual trading of these assets. Precious metals and commodities are
stored in warehouses and only the ownership of them changes until
someone buys them to use in a product. Financial intermediaries
have also securitized many other assets, such as loans and real estate
portfolios, that did not trade previously and transformed them into
marketable securities that trade (Levich and Walter, 1989).

The trading of existing assets, therefore, increasingly occurs both
separate from the actual physical movement of the assets and sepa-
rate from the use of the assets. This transformation of the exchange
of existing assets from physical to symbolic exchange, where owner-
ship is the ultimate final concern, provides one girder for the tight-
ening of the bond between telecommunications and financial inter-
mediation. The creation of electronic exchanges for stocks, bonds,
commodities, currencies, and other financial instruments, and the
probable demise of fixed buildings where traders meet face to face in
‘‘exchanges,’’ signify this bond. In modern exchange, financial traders
are armed with computers, software, and telecommunications links.
At its simplest conception, this type of exchange of assets seems to
suggest that financial centres have no basis in the future. Such an
implication, however, neglects the institutional framework within
which these exchanges occur.
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At the most elementary level, the telecommunications media over
which these exchanges occur have a physical infrastructure that con-
sists of heavy fixed capital investment in switching networks and high-
capacity linkages that cannot be made ubiquitously available because
they are expensive. Financial intermediaries, therefore, must agglom-
erate at these nodes to provide the demand that justifies their con-
struction (Langdale, 1989; Warf, 1989, 1995). Future reductions in the
cost of telecommunications, however, may make this structure obso-
lete; the trader of existing assets might have the capacity to operate
from almost anywhere. The expansion of the internet globally sug-
gests that this option may come sooner than many realize.

This technological interpretation of the exchange of existing assets,
however, abstracts from the social institutional context within which
these exchanges occur. Individual owners of existing assets may
exchange from their home over the future global telecommunications
network, but they need certification that they own the assets they
exchange; this embeds them within the framework of financial insti-
tutions that testify to that ownership. In theory, individual owners
may exchange their own assets, but in practice they defer that
exchange to financial institutions because they lack sufficient infor-
mation and time to trade; that is the essence of financial inter-
mediation. This undergirds the existence of pension funds, mutual
funds, and money management firms, as well as stock brokerage
firms (Mizruchi and Stearns, 1994). Individual professional traders
also operate within the framework of financial institutions. Those
organizations provide the capital that finances the infrastructure of
exchange, including computers, software, and telecommunications
linkages. That infrastructure has substantial economies of scale and
provides the basis for larger-capitalized firms to compete effectively
against lesser-capitalized firms.

The importance of the institutional context for this exchange
nevertheless extends beyond this infrastructure. The financial insti-
tution provides the capital that underwrites the exchange; this under-
writing comprises the guarantee that the firm has the capital to cover
losses. The greater the amount of capital available to underwrite the
exchange, the greater the volume of exchange that can be imple-
mented; that relation also generates economies of scale in that the
transaction costs of large-scale exchanges rise at a slower rate than
the volume of capital exchanged. Because the trader that implements
the exchange uses the capital of the firm and these exchanges are
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typically highly leveraged, the firm must monitor the trader to reduce
the possibility of malfeasance. Checks on that malfeasance therefore
embed the trader within the social networks of the firm. Those per-
sonal networks are the arena for the production of trust and are a
strategy that the firm uses to lower risks (Coleman, 1990).

The institutional framework of the collection of firms that trade
among themselves either directly or through the medium of elec-
tronic or floor exchanges also requires that these firms produce trust
among themselves. The high speed and large volume of exchanges of
stocks, bonds, currencies, options, and derivatives preclude detection
of malfeasance until it is too late to stop it. Elaborate methods of
certification, the institutional staff of the exchanges, and the social
networks of member firms are mechanisms that they use to verify the
trustworthiness of the firms (Coleman, 1990). This production of trust
could not work if every individual employee who operated from an
isolated site had to be checked by the overarching institutional
structure. The production of trust among financial intermediaries
therefore nests hierarchically. Networks of firms monitor trustworthi-
ness, and each firm has the responsibility to monitor that trust-
worthiness among its employees.

The social networks within and among firms influence the type of
information traders have to implement exchanges (Powell and Smith-
Doerr, 1994; Pryke and Lee, 1995). Because the price of existing
assets includes information that is widely available, traders who
operate in separate sites and whose only information comes from
public sources have no basis for trading other than simply guesses
about the future. Access to specialized, private information therefore
provides the key to the exchange of existing assets (Pred, 1977).
Financial firms have two means to collect and disseminate this spe-
cialized information; both mechanisms embed traders tightly within
the social networks of firms. The first means is the sharing of infor-
mation among traders within the same firm and their supervisors,
symbolized by the trading floor of the firm, with its row upon row of
traders operating at computers; strategic decisions are made and
shared within this context. The second means is the institutionaliza-
tion of units within firms whose task is to devise trading strategies.
Those strategies are formulated both within group discussions and as
tasks of specialists who develop sophisticated mathematical models to
execute trades. The interfirm social networks of traders complement
these intrafirm networks (Baker, 1984). The gatherings over meals,
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at clubs, and in homes become the vehicle for expanding access to
specialized, non-public information. The exchanges that alter asset
values have even greater embeddedness in social networks.

Exchanges that alter asset values

Exchanges that raise or lower the capital value of existing assets or
investments in new assets comprise fundamental long-term decisions
about the future value of the assets. Financial intermediaries who
engage in these types of exchanges include investment bankers and
corporate lenders. The types of financial instruments range from new
stocks and bonds to short- and long-term loans for increases in asset
values and bankruptcies and liquidations for decreases in asset values.
Exchanges that alter asset values are riskier than exchanges of exist-
ing assets because there is no record of how the new level of assets
will perform.

Financial intermediaries must engage in labour-intensive, face-to-
face dialogue consisting of both strategic planning within the firm and
complex negotiations among firms. Because these intermediaries
place the capital of the firm at risk through underwriting the financial
instruments or lending their own capital, they constantly seek strat-
egies to reduce risk. They cooperate with each other, for example
in underwriting stock issues or forming a loan consortium, as one
powerful strategy to reduce risk (Mintz and Schwartz, 1985). Loan
consortia, for example, comprise systematic, ongoing social networks
of firms whose strength is continually affirmed and reinforced by the
need to negotiate with each other to develop a common strategy
vis-à-vis a borrower and to enforce structural constraint when the
capacity of the borrower to repay the loan becomes jeopardized.

The social networks of individuals and of firms are therefore critical
means that these actors use to ensure trustworthiness. Those who
break that trust receive the sanction of the group. Given the necessity
for these individuals and firms to cooperate in exchange, as well as to
have trustworthiness in competitive settings, that sanction is tanta-
mount to exclusion from participation in financial intermediation
(Coleman, 1990). This means that financial intermediaries must
invest substantial time and resources in the construction and main-
tenance of social networks, including country clubs, service on public
and private boards of directors, church organizations, private schools,
and friendship groups. These social networks are maintained over
long distance through gatherings, but the locality-based social net-
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works stand as some of the most powerful because every member has
a home base that occupies the majority of the daily schedule.

The financial intermediaries who engage in exchanges that alter
asset values also benefit from sharing information with those who
exchange existing assets because both sets of intermediaries must
analyse economic, social, and political information that affects the
current and future value of assets. The ease of sharing within the
social network of a firm therefore undergirds the internalization of
these functions under one organizational umbrella. At the same time,
diversification of risk and sharing similar support services might also
motivate a dedifferentiation strategy. Intermediaries who engage in
exchanges that alter the value of assets also require the support of
sophisticated modellers of risk and economic trends and high-level
information processing and telecommunications.

Advanced services

The increased scale and scope of financial intermediation at the
global scale, coupled with the growing complexity and number of
governmental units, even with deregulation, that intermediaries must
deal with, has created a large demand for specialized firms to supply
services that support exchange (Cohen, 1981; Sassen, 1991; Daniels,
1993). These services cover the range from international law, account-
ing, and management consulting firms, to computer consultants and
operations to maintain the sophisticated systems, and real estate con-
sultants to advise on investments in offices. Some of these, especially
the law and accounting firms, provide such sophisticated advice during
the process of strategic planning and negotiations of financial inter-
mediaries that the principal employees must engage in face-to-face
dialogue with members of other similar firms, as well as with the
financial intermediaries. The need for trustworthiness among these
service firms and with their clients, the financial intermediaries, pro-
vides strong incentives for them to participate in similar dense social
networks.

Implications for world financial centres

Regulations

The growing global interactions of large financial intermediaries,
coupled with the capacity of telecommunications systems to bypass
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national barriers, make government regulation of cross-border trans-
actions increasingly problematic (Budd, 1995). In this fast-paced,
high-volume environment of financial transactions, national govern-
ments have few avenues for controlling these intermediaries. Fidu-
ciary and reserve requirements can be established, but the malefactor
can wreak havoc before any regulatory agency can stop the activ-
ities. This places a growing burden on financial intermediaries to
engage in self-regulation to control whom they exchange with; they
certify trustworthy members. Ironically, this process of the late twen-
tieth century represents, in many ways, a return to the self-regulation
that prevailed before the nation-state expanded its regulatory appa-
ratus, beginning in the late nineteenth and early twentieth centuries.

The most powerful regulatory apparatus of the nation-state com-
prises restrictions on the entry of financial intermediaries to a national
centre and restrictions on the types of financial transactions that the
firms can carry out (Levich and Walter, 1989). These restrictions ben-
efit indigenous financial intermediaries by limiting competition; the
results are higher costs to consumers of their services. The dilemma
for those firms, however, is that the restrictions reduce their access to
the critical social networks of sophisticated foreign intermediaries.
This limits their access to information about global financial oppor-
tunities and risks and reduces their chances to cooperate on financial
transactions. As a result, their profit opportunities are reduced and
their risks are raised. The nation-state that chooses to restrict the
entry of global financial intermediaries therefore both consigns its
intermediaries to limited participation in global financial flows and
hinders the access of its businesses to the lowest-cost capital.

A commercial legal code that provides the opportunities to punish
malefactors, adjudicate disputes, and seek redress is the regulatory
apparatus of the nation-state that confers the greatest benefits for
its international financial centre. All of the leading world financial
centres, such as New York, London, Tokyo, Frankfurt, Zurich, and
Hong Kong, have legal protections. The threat of a reduction in that
legal protection remains one of the potential handicaps that Hong
Kong faces as a world financial centre. Although the legal protections
have been formalized, financial intermediaries fear that the Chinese
government might unilaterally end them after 1997. This fear is
behind the move by many firms to transfer their legal domicile to
other locations. The beginnings of a legal system with some removal
from direct political control in China raises the possibility that Hong
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Kong may retain the major elements of British legal protections
(Brauchli, 1995).

Competition among centres

The growing globalization of finance raises paradoxical implications
for the competition among world financial centres. Until the mid-
twentieth century, competition among the leading world financial
centres primarily consisted of selected overlap of financial inter-
mediation in some world markets outside the national territories. For
example, London and New York City banks competed with each
other in parts of Latin America; in continental Europe, New York
City banks with London branches competed with London banks
(Meyer, 1986). To the extent that this competition emerged, it typi-
cally was a by-product of the expansion of banks with their national
corporate customers.

This bond between the international expansion of non-financial
firms and their financial advisers and funding sources remains resilient
because the volume of direct foreign investment continues to expand
enormously (table 15.3). The outward flow of capital from the nations
of the Organization for Economic Cooperation and Development
(OECD) rose more than fourfold from US$71 billion during the
1960s to US$302 billion during the 1970s; this volume almost doubled
again during the 1980s. The inward flow to the OECD nations also
expanded enormously. It grew over fourfold from US$42 billion dur-
ing the 1960s to US$188 billion during the 1970s; from that level it
doubled again during the 1980s. The difference between the outward
and inward flows nevertheless shows that the OECD countries were
net exporters of foreign investment. Because these OECD nations
loom so large in foreign direct investment, their financial inter-
mediaries and the centres from which they operate have a com-
petitive edge in the global exchange of capital. Not surprisingly, the
United States, the United Kingdom, and Japan, which house the
global financial centres of New York, London, and Tokyo, accounted
for the overwhelming share of outward foreign direct investment by
the 1980s. The United States and the United Kingdom dominated
inward flows as well; Japan, however, fell much lower on those flows.
The relatively high rank of the Netherlands in outward and inward
flows of foreign direct investment is testimony to the continued re-
silience of Amsterdam as a global financial centre.

World cities as financial centres

425



Table 15.3 Direct investment by OECD nations, including reinvested earnings,

1961–1988

1961–1970 1971–1980 1981–1988

US$
billion

%
share

US$
billion

%
share

US$
billion

%
share

Outward

United States 46.822 66.3 134.354 44.4 121.230 21.4
United Kingdom 7.398 10.5 55.112 18.2 120.520 21.3
Japan 1.438 2.0 18.052 6.0 93.672 16.5
Germany (W.) 4.091 5.8 23.130 7.7 47.745 8.4
France 2.641 3.7 13.940 4.6 40.556 7.2
Netherlands 2.692 3.8 27.829 9.2 36.926 6.5
Canada 1.483 2.1 11.335 3.7 29.437 5.2
Italy 1.667 2.4 3.597 1.2 18.805 3.3
Australia 0.493 0.7 2.510 0.8 17.592 3.1
Sweden 1.074 1.5 4.597 1.5 11.400 2.0
Switzerland – – – – 8.877a 1.6
Norway 0.060 0.1 1.079 0.4 5.379 1.0
Belgium–Luxembourg 0.323b 0.5 3.213 1.1 5.131 0.9
Finland 0.146 0.2 0.605 0.2 5.024 0.9
Spain 0.090 0.1 1.274 0.4 2.654 0.5
Austria 0.055 0.1 0.578 0.2 1.591 0.3
Denmark 0.103 0.1 1.063 0.4 0.476 0.1
Portugal – – 0.038c – 0.070 –
Total 70.576 100.0 302.306 100.0 567.085 100.0

Inward

United States 6.282 14.9 56.276 29.9 213.690 52.9
United Kingdom 4.310 10.2 40.503 21.5 53.940 13.4
France 2.804 6.7 16.908 9.0 24.127 6.0
Australia 5.402 12.8 11.295 6.0 20.329 5.0
Netherlands 2.294 5.5 10.822 5.8 17.771 4.4
Spain 1.201 2.9 7.060 3.8 16.870 4.2
Italy 3.634 8.6 5.698 3.0 16.148 4.0
Germany (W.) 6.270 14.9 13.957 7.4 8.716 2.2
Belgium–Luxembourg 1.358b 3.2 9.215 4.9 8.299 2.1
Switzerland – – – – 4.595a 1.1
Canada 5.489 13.1 5.534 2.9 3.665 0.9
Greece – – – – 3.481 0.9
Japan 0.624 1.5 1.424 0.8 2.582 0.6
Austria 0.360 0.9 1.455 0.8 2.061 0.5
Norway 0.372 0.9 3.074 1.6 2.045 0.5
Sweden 0.889 2.1 0.897 0.5 1.955 0.5
Portugal – – 0.535c 0.3 1.475 0.4
Ireland – – 1.659 0.9 0.919 0.2
Finland 0.081 0.2 0.376 0.2 0.754 0.2
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The largest-scale, most highly capitalized financial intermediaries
that attempt to operate globally, that is, have operations in many
world financial centres, produce a different competition among
centres than occurred in the past, even though foreign direct invest-
ment remains as a critical component of capital flows. Now these firms
choose a headquarters for their global operations and then develop a
branch network to extend their global reach. The competition there-
fore becomes limited to the few centres that have an agglomera-
tion of similar-level financial intermediaries, for example New York,
London, and Tokyo (Sassen, 1991). This nest of social networks, with
its information-rich environment and the opportunity to create co-
operative ventures to reduce risk, becomes the key competitive feature
of the centre. The infrastructure of global telecommunications and
air transportation is an attractive feature, but this can be created by
the demand of the firms and their investment of capital. The key in
the provision of this infrastructure is a cooperative local political-
economy of city and metropolitan government that provides the
conditions for this infrastructure to be built (Lee and Schmidt-
Marwede, 1993).

A financial intermediary that wants to operate a global service,
such as investment banking, must therefore shift that operation to
one of the leading global centres or buy such an operation in that
centre if its corporate headquarters is located in another financial
centre. For example, large German banks, such as Deutsche Bank
and Dresdner Bank, headquartered in Frankfurt, look to the pur-
chase of London investment banks, such as Morgan Grenfell and
Kleinwort Benson, in order to become global intermediaries in that
line of business (Milbank and Ascarelli, 1995; Whitney, 1995). Seen
from this perspective, therefore, only a few financial centres can

Table 15.3 (cont.)

1961–1970 1971–1980 1981–1988

US$
billion

%
share

US$
billion

%
share

US$
billion

%
share

Denmark 0.698 1.7 1.561 0.8 0.308 0.1
Total 42.068 100.0 188.249 100.0 403.730 100.0

Source: Orr (1992: 179, fig. 8.2).
a. 1983–1986.
b. 1965–1970.
c. 1975–1980.
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acquire the headquarters of global operations. The key global firms in
them cooperate as well as compete with each other. Furthermore,
each of these firms has global operations in the other leading world
centres. Rather than competition among this small number of global
centres being the key characteristic, they actually are bound in a tight
array of interactions that include both cooperation and competi-
tion. Most competition among centres is thus over acquiring the
world regional and branch offices of the global intermediaries. This
competition resembles the intranational competition of branches
of national firms headquartered in the national metropolis. Those
branches operate from the regional and subregional metropolises and
compete with local branches of other firms.

A global hierarchy

The globalization of financial intermediaries suggests that a world
hierarchy of financial centres is in the process of forming (Meyer,
1991a; Sassen, 1991; Smith and Timberlake, 1995). The global head-
quarters of the leading firms will concentrate in a few centres. World
regional financial centres will house the branch offices of these global
firms. These regional branches will concentrate in those cities that
offer the greatest access to information about the world regional
economy. The pivotal regional centres most likely will be those that
house financial intermediaries headquartered there with long experi-
ence in the world region. Competition, therefore, will pit both the
branches of the global firms against each other and these branches
against the headquarters of firms in those cities. A similar rationale
applies to subregional global centres.

Differences in levels of specialization and capitalization between
the headquarters and branches of global firms and the headquarters
of local firms in the ‘‘branch cities’’ undergird this hierarchy. The
most highly specialized and capitalized operations will be based in the
few leading world financial centres. Those operations will span much
of the globe and include lending to the global headquarters of the
largest non-financial corporations and investment banking and cur-
rency trading for them. The world regional branches will handle
the financial intermediation services for the branches of these multi-
national non-financial firms. The branches of these global financial
firms and locally headquartered financial firms will target the multi-
national non-financial firms headquartered in the world regional
centres or in lower-level financial centres in the world region.
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The significance of social networks of financial intermediaries and
their institutional framework of firms precludes global firms from
operating only from the leading world centres. The social networks
within the few truly global cities, such as London, Tokyo, and New
York, cannot suffice for financial intermediation within world regions
or nations. The social networks in those areas must be penetrated for
financial intermediaries successfully to capture control of exchange.
Global telecommunications are no substitute for shared experiences
in a local environment.

Small intermediary clusters

The continual advances in information processing and global tele-
communications keep transforming non-routine intermediation into
routine intermediation, at the same time that new non-routine inter-
mediation activities are created. These non-routine activities, how-
ever, do not employ large numbers of people, compared with many
other economic activities. The large size of older world financial
centres was based not on the non-routine financial activities but
on the large ‘‘back-office’’ routine financial jobs and on the physical
movement of commodities, such as ports and warehousing, and, later,
on industrial activities. Back-office, routine financial jobs now decen-
tralize to lower-wage areas distant from the world financial centres
and are linked to the global centres by telecommunications. Similarly,
major cargo ports and railroad operations can function better away
from the congestion of large metropolises. The global financial inter-
mediaries and their associated advanced service firms thus operate
quite independently, in terms of spatial proximity, from those other
economic activities. The headquarters of global non-financial firms
have similar processes undergirding their location. The headquarters
do not need a large staff; they need access to the financial inter-
mediaries, but the large routine information-processing activities of
the headquarters can locate elsewhere. Global financial intermediaries
and their associated firms therefore comprise small clusters in world
cities. By themselves, they contribute only modestly to large-city
growth. Much of the back-office work still done at the headquarters
and at large branch offices could be relocated to low-density sites.
The retention of this employment in the financial centre reflects
inertia and reasonably competitive office space, not a need for proxi-
mity to the headquarters.
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Conclusions

The control and coordination of capital by international financial
intermediaries remain tightly bound to the ebb and flow of the world
economy and the differential participation of nations in it. The often-
noted expansion in international capital flows has not had a uniform
impact. On the one hand, the highly developed industrial nations,
along with the rising economic powers of Asia, such as Hong Kong,
Singapore, South Korea, and Malaysia, have large and rapidly grow-
ing participation in global financial exchange. Their financial centres
therefore stand as critical elements in the global hierarchy. On the
other hand, nations in Africa, Central and South America, the Middle
East, and parts of Asia that have weak economies or economies sub-
ject to wild fluctuations have financial centres that participate only
modestly or very little in global exchanges of capital.

Recognition that this differential participation in the exchange of
capital continues serves as a cautionary note to the casual prediction
that the world is moving to a condition of seamless exchange. The
global hierarchy of financial centres will continue to have an upper
level of leading centres that dominate most flows and a lower level
that participates little in that exchange. Large, poor nations will have
minor financial centres that house weak intermediaries and low-level
branches of global financial firms. The social networks of capital
remain resilient; those networks rest on social ties within and among
firms. Because these bonds stand strongest where economic exchange
thrives, the tightest social networks of capital are found in the sinews
of economic integration of the highly developed nations and those
rising into that rank. These conditions of capital exchange suggest
that the impressive advances in global telecommunication that make
financial exchanges quicker, cheaper, and broader are more likely to
reinforce existing capital exchange and the centres that dominate it
than to permit new financial centres to rise to global importance.
Only centres in those nations that significantly raise their level of
economic development have the possibility of becoming important
participants in this global exchange of capital.
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16

Transport and
telecommunications among
world cities

Peter J. Rimmer

The world city hypothesis . . . is primarily intended as a framework for
research. It is neither a theory, nor a universal generalization among
cities, but a starting point for a political enquiry. (Friedmann, 1986: 69)

Since the late 1960s, profound changes have occurred in firms asso-
ciated with the movement of freight, passengers, and information.
Enhanced cooperation between firms evident in strategic alliances,
joint ventures, and consortia has highlighted the importance of global

networks in ensuring sufficient scale economies, fast reaction capa-
bility, and, above all, continuous innovation capacity in an era of
rapid technological change. The advantages of cooperative firm net-
work strategies are that they avoid the high transaction costs result-
ing from resorting to the market, and reduce the high costs stemming
from the internal development of a new technology or competence
(Camagni, 1993). As these cooperative global organizational struc-
tures have occurred through innovations in telecommunications and
air transport, they have been paralleled by an analogous develop-
ment of transport and communications firms. They offer global net-
work services, facilitating point-to-point interactions between many
dispersed locations. Integrated transport and telecommunications are
the prerequisite for corporate global activity. Thus we have to be
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concerned with changes permeating across interdependent transport
and telecommunications networks.
Within this evolving situation, changes have occurred in the pre-

ferred mix of transport and communications modes. Individual or
combined modes offering newer, faster, and more direct services are
favoured over others (provided that they meet increasingly stringent
energy and emission targets). Simultaneously, attention has been
focused on the significance of logistical systems – the equipment and
networks for transporting and distributing goods, information, and
people (including the infrastructure within urban nodes). Analyses of
the past development of transport infrastructure by Andersson and
Stromquist (1989) have revealed three logistical revolutions in
Europe that were accompanied by the fast growth of new centres and
industrial expansion: c: A.D. 1000, associated with improvements in
coastal shipping; the sixteenth century, linked to improvements in
ocean transport; and the industrial revolution, based on the increased
possibilities offered by sea, canal, and railway transport. An emerging
fourth logistical revolution has been recognized that features a new,
dense, multi-layered logistical network with fast, but thin, links and
its associated urban forms. It is based on a road network incorporat-
ing travel guidance and control systems, advanced and efficient tele-
communications networks, and an extensive and more competitive
air transport system. Collectively, these networks serve firms exhib-
iting a strong trend towards cooperation and merger.
In discussing this new infrastructural arena, a global network per-

spective, not a continental one, is mandatory. Top-ranking city regions
or world cities have become key nodes in this emerging network
structure. Although nation-states retain their control over macro-
economic policy, the local and regional advantages possessed by world
cities in accessing global technological, commercial, and financial net-
works are now the most critical factors in locational decision-making
by multinational firms. Indeed, world cities have to be regarded as
key elements of global networks in their own right rather than as sub-
regional economies of nation-states. Because the world cities inte-
grate local economies into the global economy, they have become
centres of innovation. This function is the key to the designation of a
‘‘world cities system.’’ Rapid transport and communications paths
connecting these world cities have become critical links in global
development patterns.
Two issues are raised by these global trends: how have transport

and telecommunications interlinkages developed around the world
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cities; and what are their implications for urban policies directed
towards using better external transport and telecommunications
linkages to widen the markets of local firms, attract new functions,
and enhance the local production fabric? Attention here is focused
on the first issue; the second is addressed briefly in a conclusion.
Ideally, consideration of the initial issue requires international

freight, telecommunications, and passenger flow indicators for a
period of at least 10 years. A major problem, however, is that most
measurements are ‘‘stock indicators’’ – the total number of inter-
national standard 20 foot equivalent units (TEUs) handled at indi-
vidual container ports; and the amount of international freight or
international passengers handled by individual airports. Telecom-
munications flow data are available for countries but not for cities.
Only for international air passenger flows are there city-pair data.
Even then these are confined to the top-ranking city-pairs and there
is no breakdown by type of passenger (e.g. business, full economy,
or tourist). Further comparable data are restricted to the period
between 1984 and 1992.
Concentrating on the ‘‘top 25’’ stock and flow indicators between

1984 and 1992, however, has not been a drawback. An analysis of the
available data suggests that this was a critical period in moving from a
triad economy featuring Asia, Europe, and North America to a truly
integrated global economy. Before discussing this development,
attention is focused on identifying a conceptual framework for
studying transport and communications among world cities.

The hierarchy of city networks

The growth potential of cities in traditional central place theory
is roughly proportionate to size. Population, scale economies, and
transport costs have long been regarded as the keys to understanding
national systems of cities featuring different-sized centres within
functional urban hierarchies and variable orders of rank-size. A
nested hierarchy of cities and markets, however, has long since been
superseded in advanced capitalist countries first by the development
of small, but specialized, cities with high-order functions and then by
the more recent emergence of city networks. By recognizing that the
logic of ‘‘firm networks’’ parallels and partly determines that of the
city system, Camagni (1993: 77, 84) has accommodated specialization
and networking by collapsing the traditional urban hierarchy into a tri-
level hierarchy of city networks. As shown in figure 16.1, it comprises:
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1. the network of world cities – performing a complete range of
functions – which compete and cooperate along ‘‘high-synergy’’
advanced transport and communications networks;

2. the network of specialized, national cities interconnected by input–
output and trade linkages (e.g. Randstad Holland, and the Veneto
area in Italy);

Fig. 16.1 The hierarchy of city networks, showing world cities (information link-

ages), specialized national cities (input–output and market, and cooperation link-

ages), and specialized regional cities (input–output linkages and trade linkages)

(Notes: synergy networks include first-level information networks; complementarity

networks include input–output and trade linkages; and market areas include output,

input of labour, and components. Source: Campagni, 1993: 78)
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3. the network of specialized, regional cities also interconnected by
input–output and trade linkages (e.g. Third Italy regions).

Upward and downward relationships and flows occur between the
three levels (e.g. cities in lower-order networks may sell specialized
products to world cities). Attention here, however, is concentrated on
identifying the horizontal and non-hierarchical linkages among com-
plementary centres within the network of world cities that offer
externalities derived from cooperation, synergy, and innovation.
Camagni (1993) did not proceed to identify a set of world cities.

This creates a problem. ‘‘World city’’ has been loosely used to apply
to all urban centres with a major international component (Friedmann
and Wolff, 1982; Friedmann, 1986).1 The rationale for inclusion or
exclusion has not been developed with any rigour. Multivariate analy-
ses have been used to develop sets of cities based on population size,
polarized employment and income structures, the number of head-
quarters of Fortune Magazine 500 corporations and international
institutions, openness to foreigners, and the number of conventions
(see Rimmer, 1986, 1991).2 Rather than repeat this exercise, I focus
attention on analysing transport and telecommunications networks to
assess if they are useful determinants of world city status. Gateway
functions and sophisticated telecommunications are considered to be
more important than mere population size.

Urban agglomerations

An examination of the world’s ‘‘top 25’’ largest urban agglomerations
listed by World Urbanization Prospects: The 1992 Revision (United
Nations, 1993) reveals that in 1990 they ranged in size from Tokyo
in first place, with a population of 25 million, to Chicago in twenty-
fifth place, with a population of 6.8 million (fig. 16.2). Of these 25 ag-
glomerations, 13 were in Asia (including Tokyo, Shanghai, Bombay,
Seoul, Beijing, Calcutta, and Osaka – all of which have populations
over 10 million); 4 in Central and South America (São Paulo, Mexico
City, Buenos Aires, and Rio de Janiero, all with populations over 10
million); 3 in North America (with both New York and Los Angeles
having populations over 10 million); 3 in Europe; and 2 in Africa and
the Middle East. There was no representation in Oceania. The
growth potential of central places as world cities is no longer neces-
sarily proportionate to population size.
Essentially, world cities are groups of fragmented economic and

social activities that are linked into external transport and telecom-
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munications networks operating on continental and global scales.
World cities should be seen as a ‘‘junction in flows’’ of goods, infor-
mation, and people rather than as fixed locations for the production
of goods and services (Harris, 1994). Competitive leadership depends
upon the nodality, density, and efficiency of international transport
and communications networks linking cities to the rest of the world.
Hubs within these networks have accounted for a disproportionate
share of urban development and have attracted firms engaged in
transport logistics, telecommunications, and air passenger transport.
For them to prosper, a higher share of the budget in freight, infor-
mation, and passenger networks has to be invested in nodes – ports,
teleports, and airports – rather than links (Batten, 1990). Initially,
attention is focused on freight networks to recognize that network
corporations are striving for global transport logistics systems, offer-
ing just-in-time methods, economies of scope, and an integrated
approach to their economic activities.

Freight networks

Attention is centred primarily on container movements by sea
because road networks and high-speed trains are beyond the compass
of this study (see Hall, 1991). Since the late 1960s, container vessels
have progressively supplanted break bulk shipping. Purpose-built
container vessels now exceed 4,500 TEUs. In addition to scheduled
liner and regional feeder services, round-the-world services have been
introduced. Freight forwarders have become non-vehicle-owning
carriers (NVOCs) – carriers without ships offering worldwide services.
New working practices have been introduced and terminal operators
and stevedores have made prodigious improvements in efficiency and
faster turnaround times. Trucking companies have become highly
flexible service providers and railway companies have introduced
new methods on continental land bridges (e.g. double stack trains).
Air freight has become more accessible and air–sea routes have been
developed to obtain the optimum benefits of time and cost. These
developments have facilitated the offering of door-to-door transport
services (i.e. multimodal transport connecting sea and land) and
specialized air freight services.

Sea–land services

Because large container ports are important international gateways,
it is tempting to equate them with world cities. This proposition led to
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an examination of the world’s ‘‘top 25’’ container ports derived from
an annual survey by Containerisation International Yearbook, which
provides details of the movement of intermodal containers at over 400
ports (CIY, 1984–1994). Whereas the amount of container-handling
throughput of a port is essentially linked to the development of a
country’s economy, load centres or hubs in the three major container
trades – transpacific, Far East/Europe, and transatlantic – have an
additional advantage of increasing throughput beyond their national
totals by attracting feeder traffic.3 Transhipped boxes are double and
even triple counted.
In 1984, the league of individual ports was headed by Rotterdam,

handling 2,546,000 TEUs, and bi-state New York/New Jersey, hand-
ling 2,255,000 TEUs (fig. 16.3). Third-ranking Hong Kong and the
combined Tokyo–Yokohama ports were the only other container
ports to exceed 2 million TEUs. Reflecting the shift in the world’s
manufacturing production, 10 of the leading container ports were
already in Asia. Six others were in Europe, six in North America
(Los Angeles and Long Beach counting as two ports), and one each
in Oceania, Central and South America, and Africa and the Middle
East.
By 1992, Hong Kong (handling 7,972,000 TEUs) and Singapore

(handling 7,560,000 TEUs) had moved up to first and second posi-
tion, respectively, in the world container port traffic league (fig. 16.4).
Rotterdam was the nearest challenger with 4,123,000 TEUs. Nine
ports handled more than 2 million TEUs. Twelve of the ‘‘top 25’’
ports were in Asia, six in North America (Los Angeles/Long Beach
and Seattle/Tacoma counting as separate ports), five in Europe, and
one each in Central and South America (San Juan), and Africa and
Middle East (Dubai). There was no representation in Oceania.
An analysis of changes in annual throughput between 1984 and

1992 highlights the emergence of major load centres (table 16.1). The
most striking feature has been the growth of load centres in Asia
(e.g. Hong Kong, Singapore, Kaohsiung, Pusan, Kobe, Keelung, and
Tokyo/Yokohama), North America (e.g. New York/New Jersey, Los
Angeles/Long Beach, Oakland, and Seattle/Tacoma), and Europe
(e.g. Rotterdam). These changes have been brought about by the
introduction of bigger ships (over 4,500 TEUs) and the greater scale
and geographical scope of large carriers (e.g. American President
Line, Evergreen, Hanjin, Maersk, Nippon Yusen Kaisha, and Sea
Land). In a bid to stem financial losses from intensified competition,
these carriers have entered into consortia and strategic alliances (e.g.
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the joint Far East/USA/Europe trade venture established by Nippon
Yusen Kaisha, Hapag Lloyd, and Neptune Orient Line in April
1993). Although these developments have not altered the overall
number of ports or affected basic shipping schedules, they have led to
a rationalization of port calls and affected the viability of other port
cities.4 Changing rates of port growth have also been affected by the
restructuring of the world economy. Rates of growth in New York,
Kobe, and Tokyo/Yokohama have begun to slow and even decline
(particularly as Japanese corporations have progressively shifted their

Table 16.1 The ‘‘top 25’’ container ports, 1984–1992 (’000 TEUs)

1984 1985 1986 1987 1988 1989 1990 1991 1992

Hong Kong 2,109 2,289 2,774 3,457 4,033 4,463 5,101 6,162 7,972
Singapore 1,552 1,699 2,203 2,635 3,375 4,364 5,224 6,354 7,560
Rotterdam 2,546 2,655 2,870 2,839 3,289 3,603 3,667 3,766 4,123
Kaohsiung 1,785 1,901 2,482 2,779 3,083 3,383 3,495 3,913 3,961
Pusan 1,054 1,115 1,533 1,949 2,206 2,159 2,348 2,694 2,751
Kobe 1,826 1,857 1,885 1,997 2,233 2,459 2,596 2,635 2,608
Los Angeles 908 1,105 1,325 1,580 1,652 2,057 2,116 2,038 2,289
Hamburg 1,073 1,159 1,246 1,451 1,622 1,728 1,969 2,189 2,268
New York/NJ 2,255 2,367 2,340 2,089 2,096 1,988 1,872 1,865 2,104
Keelung 1,234 1,158 1,587 1,940 1,762 1,787 1,828 2,005 1,941
Yokohama 1,104 1,328 1,310 1,348 1,453 1,506 1,648 1,797 1,887
Antwerp 1,248 1,243 1,313 1,437 1,470 1,474 1,549 1,761 1,836
Long Beach 1,141 1,172 1,394 1,460 1,540 1,545 1,593 1,768 1,829
Tokyo 925 1,004 1,082 1,288 1,396 1,439 1,555 1,784 1,729
San Juan 918 882 963 1,004 1,136 1,289 1,381 1,584 1,577
Felixstowe 778 726 895 1,053 1,279 1,370 1,436 1,434 1,543
Dubai NR NR NR NR NR NR 916 1,255 1,482
Bremerhaven 975 983 1,000 1,043 1,121 1,204 1,198 1,277 1,315
Bangkok NR NR 511 650 792 924 1,018 1,171 1,303
Oakland 916 856 925 954 1,021 1,091 1,124 1,194 1,287
Manila 493 484 546 695 767 857 1,039 1,070 1,158
Seattle 1,050 845 851 1,026 1,024 1,041 1,171 1,155 1,151
Tacoma NR 505 666 697 782 925 938 1,021 1,101
Nagoya 350 NR NR NR 666 815 898 1,001 1,098
Tanjung Priok NR NR NR NR NR NR NR NR 868
Le Havre 614 566 599 678 789 889 858 916 NR
Charleston 422 435 506 645 800 806 NR NR NR
Jeddah 805 678 605 597 NR NR NR NR NR
Melbourne 536 566 NR NR NR NR NR NR NR

Source: CIY (1984–1994).

NR ¼ not ranked.
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manufacturing activities to Asian countries).5 Ports in the newly
industrializing economies (NIEs), notably Hong Kong, Singapore,
Kaohsiung, and Pusan, have maintained their growth – a reflection of
their efforts to improve port facilities and service quality. The most
significant developments, however, have been in South-East Asia
with the rise of Bangkok, Manila, and Tanjung Priok (Jakarta).
Although San Juan and Dubai do not appear to have strong geo-
graphical advantages, they have been active in inviting major con-
tainer operators to use them as hub ports for transhipping cargo to
feeder ports.
It is difficult to relate developments in container ports to world

cities. Obviously, Hong Kong and Singapore have mega-hub status
and serve several countries. So do Kaohsiung and Pusan, but they
cannot be regarded as world cities because they do not host either
the headquarters of large transnational corporations or the main
branches of foreign transnational corporations. Rotterdam and Kobe
are more plausible, but they have to be seen in the context of the
wider Randstad and Kansai regions respectively, rather than in their
own right. Los Angeles has a strong claim to world city status both as
a hub in its own right and as a relay point for containers railed or
trucked to the Midwest (Fleming and Hayuth, 1994). Further, New
York/New Jersey has already plummeted down the rankings of the
container league table; Tokyo–Yokohama is likely to follow; and
London, a major centre for international shipping business, is no
longer a major container port. Clearly, maritime accessibility can be
one of the power bases of world cities but it is not necessarily the
determining characteristic. Given that seaport gateways are often
overemphasized at the expense of inland centres, attention now shifts
to airports handling international freight to avoid discrimination
against centres without coastal locations (e.g. Brussels, Paris, Seoul,
and Zurich).

Air freight

The link between air freight hubs and world cities has been little
studied. Yet the growth in specialized producer services located
in world cities – banks, law offices, and computer and advertising
services – has triggered an explosion in air freight services. These
services are provided by both general cargo carriers handling high-
value merchandise (e.g. clothing, office equipment, watches and
clocks, and photographic equipment) and express cargo carriers
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handling high-price, time-sensitive documents, parcels, and packages
(Schwieterman, 1993). General cargo carriers operate on an airport-
to-airport basis in collaboration with ground handlers, such as local
freight forwarders and trucking companies, providing door-to-door
and global sourcing services. Most general cargo is carried in the
‘‘belly’’ of wide-bodied passenger aircraft, but there is a growing
network of all-cargo flights (freighters). Express carriers or ‘‘inte-
grators,’’ typified by Federal Express, TNT Express Worldwide, DHL
International Inc., and United Parcel Services, concentrate on sched-
uled, priority services. Unfortunately, the distinction between general
air cargo and express air cargo is not reflected in the available data.
In 1984, New York (Kennedy), with 800,600 tonnes loaded and

unloaded by commercial air transport, was the world’s first-ranked
international freight airport (fig. 16.5). It was followed by Tokyo
(New Tokyo) with 714,100 tonnes, the combined London airports
(Heathrow and Gatwick) with 671,200 tonnes, Frankfurt with 634,600
tonnes, the combined Paris airports (Charles de Gaulle and Orly)
with 638,900 tonnes, and Chicago with 219,500 tonnes. Eleven of the
world’s ‘‘top 25’’ airports with the highest international freight traffic
were located in Europe (London and Paris have two airports each),
eight in Asia, four in North America, and two in Africa and the
Middle East. Central and South America and Oceania had no repre-
sentatives.
By 1992, Tokyo, with 1,288,000 tonnes of air freight (loaded and

unloaded), had become the world’s largest cargo airport (fig. 16.6).
Frankfurt (with 989,000 tonnes) was ranked second, Hong Kong
(with 957,000 tonnes) third, Seoul (796,000 tonnes) fourth, and
New York (779,000 tonnes) fifth. If the combined London airports
(Heathrow and Gatwick) with 936,000 tonnes and the combined
Paris airports (Charles de Gaulle and Orly) with 808,000 tonnes are
considered, they would displace Seoul and New York from fourth
and fifth spots. Europe had nine of the ‘‘top 25’’ airports (including
two each in Paris and London), Asia seven, and North America six.
Africa and the Middle East (Tel Aviv), Central and South America
(Bogata), and Oceania (Sydney) had one each.
The changes in international freight movements between 1984 and

1992 reflected the restructuring of the world economy (table 16.2).
Its differential effects were reflected in Asia’s marked growth rate,
apparent in Hong Kong, Singapore, Seoul, and Taipei; Europe’s
slower growth rate, with all airports experiencing a pronounced
downturn in 1991; and North America’s equivocal trends. The decline
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of New York, Tokyo, and London (Gatwick but not Heathrow)
associated with deindustrialization processes has occurred simulta-
neously with Asia’s wave of industrialization (Markusen and Gwiasda,
1994). There was also the marked rise of Miami – a hub for South
America. The net effect of these changes has been a slight relaxation
of the stranglehold exerted over air freight by Asia, Europe, and
North America, resulting in all regions being represented for the first
time following the elevation of Bogotá (Central and South America)
and Sydney (Oceania) to the ‘‘top 25’’ list.
Changes in the relative strengths of airports handling international

freight between 1984 and 1992 have produced a distribution of nodes
that approximates to a pattern of world cities. Essentially, it reflects
the concentration of wealth, technology, and power in Asia, North
America, and Europe. In particular, it pinpoints the core urban hier-
archy in Europe playing central roles in the systems of world cities –
Frankfurt, London, Paris, Amsterdam, and Zurich (Sassen, 1994).
Some may argue, however, that air freight still puts too much emphasis
on production and gives insufficient consideration to the technological
revolution centred on telecommunications. More attention, there-
fore, has to be paid to the importance of information flows between
business and financial centres that characterize a new economic
geography (Castells, 1994).

Information networks

Telecommunications development has been seen as the means by
which the world city system has emerged. It has allowed the selective
reduction of space and time constraints and permitted new patterns
of development between world cities. Telecommunication networks
are interlinked in world cities because they interconnect headquarter
functions, financial activities, and high-level tertiary institutions with
multinational business and producer organizations (e.g. consulting
and advertising) (Moss, 1991). Consequently, corporations in these
dominant cities are better able to control the fortunes of peripherally
located regions. Reflecting their extended reach, world cities can be
further subdivided into: ordinary world cities, regional hubs (e.g.
Singapore and Hong Kong), and global hubs (the ‘‘three-legged stool’’
comprising London, New York, and Tokyo) (Kellerman, 1993).
This proposition is an act of faith because appreciating the linkages

between world cities and telecommunications networks as purveyors
of routine information has proved to be extremely difficult. Analysing
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the new electronic spaces as being analogous to physical transport
networks is misleading. Satellites and optical fibre routes carrying the
instantaneous transmission of voice, data, and video signals are
largely invisible. Consequently, it is difficult to conceptualize these
fast, broadband digital systems, which transcend space barriers and
create a more fluid capitalist society.
Many of the propositions on telecommunications and world cities

have to be taken on trust. The data series on global traffic data did
not commence until 1989 (Staple and Mullins, 1989; Staple, 1992,
1993, 1994). Attention, therefore, is restricted to telecommunications
in 1992. Already by then major players in telecommunications had
been affected by technical change and increased competition, which
commenced with liberalization in the United States and other coun-
tries during the 1980s (e.g. Australia, Japan, and the United Kingdom)
and lowered international tariffs. Major players had established stra-
tegic alliances and groups to meet the needs of an emerging global
customer (presaging the switch from monopolistic, facilities-based,
national ‘‘heavy carriers’’ to competitive, privately owned global light
carriers that resell, repackage, or reprogramme their services) (Staple,
1992).6 The effect of these developments on world cities cannot be
traced adequately because the data on global traffic are restricted
to the largest country-pairs, measured in millions of minutes of
telecommunications traffic (MiTT) on public switched telephone
networks.
In 1992, the ‘‘top 25’’ international routes with the largest two-way

traffic volume linked the three core areas of the world – Asia, North
America, and Europe – into a single axis (fig. 16.7). The only country-
pair not incorporated in the axis was China–Hong Kong. Eighteen
countries were involved in the ‘‘top 25’’ routes. Both the United
States and Germany were in partnerships on eight international
routes. The United States, however, was dominant. The country
figured in six of the seven intercontinental routes and served as a
‘‘global junction’’ between the Atlantic and the Pacific. In compar-
ison, Germany was essentially a continental carrier: it was engaged in
only two intercontinental routes (including one with Turkey – a
prime source of its migrant labour) (Tapia, 1995). Also the United
States was involved in all three routes exceeding 1 billion MiTT (with
Canada, Mexico, and the United Kingdom) and accounted for
approximately one-third of the world’s international telephone traffic
(Staple, 1994). Of the other countries, France appeared in seven of
the ‘‘top 25’’ routes, the United Kingdom in five, Italy in four, the
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Netherlands and Switzerland in three each, and Belgium in two.
Ten countries were involved in only one route. Central and South
America and Africa and the Middle East had one connection with the
core of the global economy, and Oceania none. The global contacts
of Oceania and Africa and the Middle East were primarily through
former colonial powers, and those of Central and South America
through the regional power (Kellerman, 1990).
The most useful result of this exercise is to demonstrate the fact

that telecommunications have welded Asia, North America, and
Europe into a single axis. It is, however, more problematic to
extrapolate from this information the importance of telecommuni-
cations among world cities. Assuming that world cities dominate
economies, it may be possible to associate the data for European and
Asian countries with major centres. More attention in interpreting
their global role, however, has to be placed on the importance of
national and local government and national production systems
(Fujita, 1991; Keil and Lieser, 1992; Hill and Fujita, 1995). It is,
however, more difficult to relate telecommunications and world cities
in the more decentralized and multipolar urban system within the
United States, particularly because intermediate service centres may
be outperforming the highest-order centres (Hall, 1991). Presuming
that the function of world cities is to provide advanced business ser-
vices and access to information users (e.g. law firms, advertising firms,
foreign banks), New York, Los Angeles, San Francisco, Washington
D.C., Chicago, Boston, and Dallas would have to be investigated
(Markusen and Gwiasda, 1994; Mitchelson and Wheeler, 1994).
Such an investigation is obligatory given the claim that large metro-
politan areas in the United States are more locally oriented than ever
(Persky and Wiewel, 1994). However, without city-pair data, for both
public switched telephone networks and international private leased
lines, it is difficult satisfactorily to identify world cities in the United
States that host concentrations of information activities and function
as the headquarters of multinational corporations.
Generally, the international movement of information is associated

with commodity flows, but for the United States (and the United
Kingdom) it has been tied more to the movements of people
(Kellerman, 1990). Because the bringing of people together by com-
munications networks is enhanced by air travel, attention now shifts
from telecommunications to the complementary development of air
passenger networks. Furthermore, air travel is not affected by alter-
native service providers and foreign calling cards, which may not

453
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credit calls to their origin. Consequently, air travel offers a more
accurate and sensitive gauge of international traffic involving world
cities.

Air passenger networks

Air passenger travel contributes to economic globalization by bringing
people together to acquire complex knowledge relatively unburdened
by geographical constraints and national borders. International flights
are regulated by bilateral aviation pacts between countries designat-
ing routes, loading capacities, and fares. These arrangements have
been partly nullified by the expansion of deregulation worldwide.
Some advanced capitalist countries are seeking less restrictive avia-
tion agreements with their bilateral partners. Meanwhile, major air-
lines have adopted modern management methods and started to form
strategic alliances to meet harsh competition (e.g. Delta with blue-
chip carriers Singapore Airlines and Swiss Air). These methods
include code-sharing, which provides access to the domestic routes of
other countries (e.g. United Airlines with Ansett Australia). Expan-
sion of airline networks is an industry trend. Without an efficient
network, an airline operator cannot survive. The key to efficient
networks lies in fully fledged hub airports that link both overseas and
domestic flights. Attention here is focused initially on the number of
passengers handled by the ‘‘top 25’’ international airports (i.e. a stock
measurement) before examining the ‘‘top 25’’ city-pairs in inter-
national air passenger movements (i.e. a flow measurement).

Stocks

In 1984, the combined London airports of Heathrow and Gatwick,
with 37,149,000 passengers, dominated international embarkations
and disembarkations by commercial air transport (fig. 16.8). The
combined total for Paris Charles de Gaulle and Orly was 19,434,000
passengers. Fourteen of the ‘‘top 25’’ international airports were
located in Europe, with Frankfurt and Amsterdam also handling
more than 10 million passengers; five in Asia; four in North America,
with New York (Kennedy) handling more than 10 million passengers;
and two in Africa and the Middle East.
By 1994, the combined London airports of Heathrow and Gatwick,

with 56,947,000 passengers, had maintained their domination of inter-
national embarkations and disembarkations by commercial air trans-
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port (fig. 16.9). The combined total for Paris Charles de Gaulle and
Orly was 32,367,000 passengers. Fifteen of the ‘‘top 25’’ international
airports were located in Europe, with Frankfurt exceeding 20 million
passengers; six in Asia, with Hong Kong also exceeding 20 million
passengers; and four in North America. New additions to the ‘‘top
25’’ were Seoul, Manchester, and Munich. Athens, Cairo, and Jeddah
dropped from the rankings. Consequently, there were no repre-
sentatives among the ‘‘top 25’’ from Oceania, Central and South
America, or Africa and the Middle East.
Clearly, the pattern of the ‘‘top 25’’ airports as a guide to world city

status is not unambiguous (table 16.3). A true hub pattern is pre-
vented by the plethora of nation-states in Europe and, to a lesser
extent, in Asia. There is also the vexed question that North America
is underrepresented. In 1984, 16 North American airports were in
the world’s ‘‘top 25’’ ranked by total passengers embarked and dis-
embarked on commercial air transport (domestic and international).
Of these, Chicago, Atlanta, Dallas, Denver, San Francisco, New York
(Newark), New York (La Guardia), Boston, St. Louis, Pittsburg, and
Houston were not in the ‘‘top 25’’ international rankings.7 Although
no comparable data are available for 1992, this problem needs to be
borne in mind in examining flows between the ‘‘top 25’’ city-pairs
with the highest international traffic.

Flows

In 1984, an analysis of the ‘‘top 25’’ city-pairs reveals two major
systems – the transatlantic and Asia/transpacific (fig. 16.10). There
were also three isolated city-pairs: Copenhagen–Oslo, Cairo–Jeddah,
and Miami–Nassau. Twenty-six centres were ranked in the ‘‘top 25’’
city-pairs. London and Tokyo were the dominant hubs, being involved
in five city-pairs each. Hong Kong, New York, and Singapore were
in four city-pairs, Paris and Toronto in three, Frankfurt, Bangkok,
and Tapei in two. Sixteen places appeared in only one city-pair and
cannot be regarded as major hubs (Kuala Lumpur, Amsterdam,
Honolulu, Jakarta, Dublin, Seoul, Algiers, Cairo, Jeddah, Rome, Los
Angeles, Miami, Nassau, Chicago, Copenhagen, and Oslo).
By 1992, an analysis of the ‘‘top 25’’ city-pairs shows that they were

interconnected in a single system (fig. 16.11). This system functioned
as the ‘‘Main Street’’ linking Asia, Europe, and North America.
Conversely, Africa and the Middle East, Central and South America,
and Oceania were cul de sacs. Twenty cities were involved in the ‘‘top
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25’’ city-pairs. London and Tokyo were the dominant hubs, featuring
in nine city-pairs. Singapore and Hong Kong figured in five city-pairs,
Bangkok in three, and Taipei, Los Angeles, New York, and Paris in
two each. A further 11 cities have to be regarded as terminals
because they featured in only one city-pair (Jakarta, Kuala Lumpur,
Manila, Seoul, Guam, Honolulu, Amsterdam, Dublin, Frankfurt,
Brussels, and Zurich).
Clearly, there had been an important shake-out of the air pas-

senger network between 1984 and 1992. Thirty-five city-pairs had
been recorded as occurring in the ‘‘top 25’’ between 1984 and 1992 –
16 of them being present throughout the period (table 16.4). Eight of
the pairs recorded in 1984 had disappeared: New York–Toronto,
Miami–Nassau, Algiers–Paris, Cairo–Jeddah, Copenhagen–Oslo,
Chicago–Toronto, Frankfurt–New York, and New York–Rome.
Eight new city-pairs had appeared by 1992: Hong Kong–Manila,
Tokyo–Singapore, Tokyo–Guam, Bangkok–Tokyo, London–
Brussels, London–Zurich, London–Los Angeles, and London–
Tokyo. There were city-pairs with gaps in their records between 1984
and 1992, notably Hong Kong–Singapore, Hong Kong–Manila,
Guam–Tokyo and Brussels–London. Single appearances in the
rankings were made by Auckland–Sydney and London–Miami.
When these time-series are graphed for the period between 1984

and 1992, a series of features can be highlighted (fig. 16.12). Within
South-East Asia, Singapore was the major hub, being involved in all
major passenger routes. In North-East Asia, Tokyo was the dominant
hub, with Hong Kong and Taipei playing minor roles. In movements
between North-East and South-East Asia, Hong Kong played a more
pivotal role, with Bangkok, Singapore, and Tokyo as the other hubs.
In Europe, London was the dominant hub, being involved in six of
the seven major routes. Surprisingly, in North America, Toronto was
the only place involved in two major routes. New York’s poor show-
ing was countered by its apparent strength on major intercontinental
routes, although two of them were no longer in the ‘‘top 25’’ city
pairings in 1992, underlining New York’s struggle to stay on top
(Markusen and Gwiasda, 1994). The other key hubs were London,
Los Angeles, and Tokyo.
The analyses of the ‘‘top 25’’ city-pair rankings in international

passenger movements suggest that researchers have been overgen-
erous in designating ‘‘world cities.’’ Only nine centres seem worthy of
the sobriquet: London, Tokyo, Singapore, Hong Kong, Bangkok, Los
Angeles, Paris, New York, and Taipei. There are a host of contenders

Key issues about urban future
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Fig. 16.12 Trends among the ‘‘top 25’’ international city-pairs with the highest

passenger traffic, 1984–1992 (Data source: ICAO, 1984–1993)
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– Kuala Lumpur, Manila, Seoul, Toronto, Amsterdam, Brussels,
Frankfurt, and Zurich. None of these contenders is in Africa and the
Middle East, in Central and South America, or in Oceania. Clearly,
São Paulo and Sydney do not rank.

Conclusions

In 2010, all of the ‘‘top 25’’ urban agglomerations are expected to
have more than 10 million inhabitants. Tokyo, with 28.9 million, is
expected to have first ranking, whereas Moscow, with 10.4 million,
will be in twenty-fifth position. (Lima, in twenty-sixth position, is also
expected to have a population in excess of 10 million.) Asia will be
home to 13 of the largest agglomerations; of the rest, 5 will be in
Central and South America, 4 will be in Africa and the Middle East,
2 will be in North America, and 1 will be in Europe. These trends
reflect urban growth rates anticipated in developed regions, and are
much lower than those expected in less developed regions. Compared
with 1990, Dacca, Teheran, and Istanbul will have been added to the
‘‘top 25’’ and Chicago, London, and Paris dropped from the list.
As noted, population is a misleading guide to identifying and de-

termining the prospects and status of world cities. Attention has to
shift from population to focusing on the accessibility of key nodes in
separate transport and communications networks and on the degree
of interactivity between them. The provision of advanced transport
and communications networks between world cities – and other
emerging urban forms – will enlarge cooperation and synergy among
its components (i.e. network externalities). Inevitably, the location of
advanced functions in world cities has affected their internal equilib-
rium and brought about polycentric structures. A major risk of poli-
cies that concentrate on critical functions is the creation of two-paced
cities.
According to Camagni (1993: 79–80), the policy implications of the

network and cooperative logic underpinning city networks include:
(a) the planned inter-city division of labour; (b) the strengthening of
the comparative advantage of individual cities through the filière

integration of functions (e.g. the mechanical engineering filière in
Brescia); and (c) the enlargement of cooperation and synergy among
cities at the same level through the provision of advanced transport
and communications networks, particularly by investment in nodes
(Batten, 1990). Consequently, managers of an individual world city
have a choice – depending on its competitiveness – between (a)
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developing priority functions in which they have a comparative ad-
vantage (e.g. by cooperating with other cities in airport provision);
and/or (b) developing all possible synergies among selected functions
at the level of the entire world city system (e.g. top management –
transport – tourism/culture). In these policy debates, the network is a
‘‘club good’’ (Camagni, 1993: 72). Clearly, it enables firms and cities
to obtain advantages by being members of the club.
Tangible transport and communications networks are not the sole

arbiters of the future qualitative prospects of cities in the third
millennium (Batten, 1990). A complete study would have to assess
the importance of the strategic position of world cities in the system
of intangible networks facilitating the global exchange of people,
knowledge, money, goods, and services, and the ability to exploit
the potential synergies (i.e. economies of scope) arising from the
interactive character of different networks and collective knowledge
permeating across them. As noted, these include headquarter infor-
mation networks, personal networks of top managers, financial net-
works, and cultural networks.
More attention will also have to be given to the definition of urban

agglomerations and world cities. At present their identification pays
little heed to emerging urban forms: systems of cities (e.g. Cambridge–
London, Stockholm–Uppsala, and Japan’s Kansai); extended metro-
politan areas (e.g. Tokyo–Osaka, Seoul–Pusan, Beijing–Tianjin, and
Hong Kong–Guangzhou); and development corridors (e.g. the ‘‘blue
banana’’ in Europe and the East Asian Corridor) (Rimmer, 1994).
Obviously, such forms offer scope for economic synergies and the
prospects for expanding knowledge within and between polycentric
settlements. Also, consideration of their transport and communica-
tions networks cannot continue to be ignored.
Finally, the Janus side of changes in transport and communications

networks among world cities needs to be considered. In highlighting
some of the inter-urban inequities within the hierarchy of city net-
works, Harris (1994: 335) has posed some of the pertinent questions:
what, for instance, are the social costs of containerization and relo-
cation of dock facilities, and how have the disproportionate increases
in air passenger movements (e.g. mass tourism) affected the high
rate of growth in energy consumption and the production of toxic and
other wastes? More fundamentally, how can a system of managing
world cities be developed that accommodates both economic expan-
sion and rapid movement with a reduction in threats to the environ-
ment?
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Notes

1. Friedmann (1986) mapped 26 world cities. His hierarchy was: (1) primary cities in the core

(Tokyo, Los Angeles, Chicago, New York, London, and Paris); (2) primary cities in the semi-

periphery (Singapore and São Paulo); secondary cities in the core (Sydney, San Francisco,

Houston, Toronto, Miami, Madrid, Milan, Vienna, and Johannesburg); and (d) secondary

cities in the semi-periphery (Bangkok, Hong Kong, Taipei, Seoul, Manila, Mexico City,

Caracas, Buenos Aires, and Rio de Janiero). Both Rotterdam and Zurich were also consid-

ered but omitted from the map.

2. Rimmer (1986, 1991) reported the results of an exhaustive study by Nomura Sogo Kenkyujo,

which reviewed 345 cities by 20 attributes reflecting personal services, commodity and com-

mercial transactions, information flows, and international finance. Of these cities 178 were

eliminated as not reaching the threshold for international cities; 80 were recorded as third-

ranking cities (kokusai toshi) specializing in commodity and commercial transactions; 56

were ranked in a second-ranking multinational group (kojikokusai toshi); and 29 were clas-

sified as first-ranking global cities (chokokusai toshi).

3. Singapore, Hong Kong, Kaohsiung, Keelung, Pusan, Kobe, and Tokyo/Yokohama belong to

the group of hub ports on transpacific routes and the Far East/Europe trade; Rotterdam,

Hamburg, Antwerp, and New York/New Jersey belong to the group of ports in the trans-

atlantic trade; and Los Angeles/Long Beach, Oakland, Seattle, and Tacoma belong to the

group of hub ports in the transpacific trade (Tanaka, 1994).

4. According to Harris (1994: 333), Los Angeles/Long Beach has superseded most West Coast

ports in the Asia-Pacific trade and the Port of Rotterdam has marginalized competing North

European ports.

5. The high cost of using Japanese ports has prompted Nippon Yusen Kaisha and Mitsui-Osaka

Line to consider switching their activities to other hubs in East Asia (Mitsuada, 1995).

6. According to Staple (1994) the heavy carriers have responded to these developments by

creating strategic alliances to provide ‘‘seamless global services’’ (e.g. Concert, ATT &

World Partners, and Unisource) and adopting light carrier strategies to secure a global

presence (e.g. Australia’s Telstra).

7. A useful counterpoint to this analysis is Fortune’s first annual international survey of the

world’s best cities for business (Saporito, 1994). A key variable is the number of cities served

with non-stop airline services. On this score New York (167), Chicago (164), London (150),

Atlanta (135), Dallas (128), Detroit (122), Moscow (116), Pittsburg (116), Frankfurt (114),

and Minneapolis/St. Paul (107) would be the leaders.
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17

Globalization and rural–urban
relations in the developing
world

T. G. McGee

Introduction

It is currently expected that during the first years of the twenty-first
century, for the first time in human history, more than half of the
world’s population will live in urban areas and by 2025 this pro-
portion will be nearing 58 per cent (United Nations, 1991). It would
appear that the world is on a path of inevitable urbanization. Such
evidence suggests that rural areas are becoming less important and
that more attention should be paid to the problems and challenges of
urbanization.

In fact, one may question this suggestion on the grounds that the
rural–urban dichotomy is losing its utility as a heuristic concept and
a policy paradigm. For almost 40 years I have been arguing that the
concept of the rural–urban division based on spatial demarcation is
artificial and needs to be restated within a broader theory of eco-
nomic growth and urbanization. This assertion accepts that the new
emphasis must be upon the ongoing analysis of the linkages between
agricultural and non-agricultural activities and that particular atten-
tion should be paid to the flows of people, commodities, capital, and
information (see McGee, 1971, 1972, 1975, 1979, 1982a,b).

Rather than thinking of a rural–urban dichotomy, it is more real-
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istic to think in terms of a mobility transition in which the increas-
ing capacity to move people, commodities, capital, and information
through space is the major component of the process of development.
Zelinsky has attempted to develop this idea into an evolutionary
model of spatial behaviour, which argues that ‘‘[t]here are definite
patterned regularities in the growth of personal mobility through
space-time during recent history and these regularities comprise an
essential component of the modernization process’’ (Zelinsky, 1971:
221–222).

Recently in my own work I have tried to avoid the evolutionary
characteristics of Zelinsky’s model with the concept of a constantly
moving series of transactions flowing through national and interna-
tional space. In a very general way these transactions can be grouped
into four categories: (1) people, (2) commodities, (3) capital, and (4)
information. Thus migration is a form of geographic action per-
formed by people; the shipping of spices from Indonesia to Rotter-
dam is a commodity transaction; the transfer of funds from New York
to Singapore is a capital flow; and news programmes broadcast on
international TV to the world are an information transaction.

The major point to make is that the flow of capital and information
is, in theory at least, unrestricted and instantaneous whereas the flow
of people and commodities, though collapsing in time–distance terms,
is still subject to the constraints of space. Most planners recognize
that the processes have emphasized the centralization of urban sys-
tems and penetrated and transformed the non-urban areas of the
globe, which are still defined as rural.

It must be stressed that, at a global level, the transactional revolu-
tion proceeds in leaps and bounds, producing a highly uneven impact
in the pattern of urbanization and rural change at both the global and
national levels. This makes the task of attempting to generalize con-
cerning rural–urban dynamics quite complex.

In order to tackle this task, I have attempted to deconstruct the
process of urban–rural relations within the framework of the urban
transition in terms of three components: first, the geographic diversity
of the developing countries; secondly, the effects of globalization on
urban–rural relations; and finally the effects on the urban system. I
then analyse rural–urban relations in three medium-sized countries
of the developing world – Brazil, Indonesia, and Nigeria – over the
past two decades. The final section discusses the need to develop new
policies to facilitate rural–urban dynamics in developing countries.
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Reconstructing the urban transition

The geographic diversity of the urban transition

As indicated in the introduction, the world seems set on the path to
the creation of urban societies. However, this overall trend masks
substantial differences between the world’s major regions, particu-
larly between more and less developed regions.1 By 1990 the world’s
population stood at an estimated 5.3 billion, with 4.1 billion living in
developing countries and 1.2 billion in developed countries. Approx-
imately 45 per cent of the total population of the world lived in urban
places, with 1.5 billion in developing countries and 0.9 billion in
developed countries. Although the urban proportion in developing
countries was only 37 per cent, their total urban population surpassed
by a considerable margin that of developed countries, where the level
of urbanization was 73 per cent. By 2025, the level of urbanization in
the developing world will have risen to 61 per cent, implying that 4.4
billion people will live in the urban centres of developing countries,
accounting for 80 per cent of the total urban population in the world
(United Nations, 1991).

The contrast will be even greater for the global rural population,
with rural populations increasing to 2.7 billion in 2025 from 2.5 billion
in 1990. By 2025, almost 92 per cent of the world’s rural population
will be located in developing countries.

Thus, underlying all discussion of the urban transition in the
developing countries is the fact that the population will continue to
rise in both urban and rural areas for the next 10–15 years. Unlike
the developed countries, the underdeveloped countries as a region
will not experience an absolute decline in the size of rural popula-
tions in this period. This poses major challenges for policy formula-
tion in the developing countries. As rural populations decreased in
developed countries, policy strategies were designed to accommodate
this process, but in developing countries similar policies may not be
so easily implemented or even relevant.

Of course, this highly generalized picture of the less developed
world needs to be further deconstructed because there are major
contrasts between the three main continental regions. Table 17.1
shows that, over the next 30 years, divergent patterns will be exhibited
by the three areas. Latin America, already the most urbanized, will
increase its urbanization level to 84 per cent and continue to lose
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rural population. Asia’s urban population will grow by 1.9 billion to
59 per cent, while at the same time its rural population will decrease
only slightly by 50 million.

Africa exhibits a completely different pattern. While its urban
population levels will grow from 34 per cent to 57 per cent in 2025, its
rural population will increase by more than one-third (261 million).
Thus the dynamics of the urban transition and the rural–urban rela-
tionship need to be carefully analysed in each continental context.

The demographic components of these patterns are threefold: nat-
ural increase, migration, and redefinition of urban and rural territory.
As table 17.2 shows, in Africa and Latin America the major compo-
nent of urban growth in recent years has been natural increase, and
this is expected to continue into the twenty-first century. However,
there appear to be significant differences in the demographic impulses
that lead to this common pattern. In Africa, the urban population is
doubling every 12 years – a rate of urban growth that is among the
highest in the world. This reflects high urban fertility and continuing
high rates of rural–urban migration.2 Latin America exhibits a dif-
ferent pattern, however, for the level of urbanization is already high
and there is much more inter-city migration (see Roberts, 1992). As
Gilbert points out, Latin America was transformed from a rural to
an urban region by a combination of falling mortality rates, rapid
internal migration, economic development, and changing technology.
In the 1980s, fertility rates also began to fall and urban areas grew
annually about 3.0 per cent, compared with 3.9 per cent between 1965
and 1980 (Gilbert, 1994a, 25–27).

In Asia, migration and reclassification are of much more impor-
tance in urban growth. However, the figures for Asia are greatly in-
fluenced in the period up to 1990 primarily by changes in the Chinese
definition of urbanization. If China is excluded, natural increase for
Eastern Asia accounts for two-thirds of the urban increase, although
in the remainder of Asia rural–urban migration still contributes more
than 50 per cent.

Sharp variations in population sizes underline the differences in the
urbanization process experienced by Africa, Asia, and Latin America.
Thus the prospects for Asia, with close to 3 billion people in 1990,
differ in many ways from those for Africa (642 million) and Latin
America (only 448 million). In each of these continents the popula-
tion is also dominated by large population concentrations in a few
countries. Thus in Latin America, two countries – Brazil (150 million)
and Mexico (88 million) – made up 53 per cent of the total population
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in 1990; in Africa, three countries – Ethiopia (49 million), Egypt (52
million), and Nigeria (108 million) – accounted for 33 per cent; and
in Asia, five countries – China (1.1 billion), Indonesia (184 million),
Bangladesh (115 million), India (853 million), and Pakistan (122 mil-
lion) – made up more than 80 per cent of the total population and
two-thirds of the urban population. It can thus be argued that it is
these ‘‘population giants’’ that present some of the major challenges
to urbanization and rural–urban dynamics.

It is for this reason that I shall look at three case-studies from each
of the continents: Nigeria in Africa; Indonesia in Asia; and Brazil
in Latin America. By focusing on the rural–urban dynamics of the
urban transition, we will be able to develop a more careful analysis
and more valid generalizations.

Globalization and the rural–urban divide

It is now generally agreed that this is an age in which the ‘‘global
imperatives’’ of production, trade, and investment are leading to an
increasing integration and globalization of economic activity.3 Most
analyses of this process focus upon three facets: first, the role of tech-
nological change – telecommunications, computerization, container-
ization, and air travel – in facilitating this process (Dick and Rimmer,
1993); secondly, the changing features of the world order, which has
seen the collapse and erosion of the communist bloc and attempts to
free up the global regulatory environment, permitting greater mobi-
lity of labour, capital, and commodities; and, finally, an increasing
‘‘globalization’’ of information, labelled the ‘‘global cultural bazaar’’
by Barnet and Cavanagh – ‘‘the newest of global webs and nearly the
most universal in its reach. Films, television, radio, music, magazines,
T-shirts, games, toys and theme parks are the media for disseminating
global images’’ (Barnet and Cavanagh, 1994: 15). Some writers have
come to view these webs of information as some form of hyperspace.
Castells, writing in The Informational City in 1989, says this:

The new international economy creates a variable geometry of production
and consumption, labour and capital management and information – a
geometry that denies the specific meaning of any place outside its position in
a network whose shape changes relentlessly in response to messages and
unseen signals and unknown codes. (Castells, 1989: 17)

Understanding the effect of this globalization on the rural–urban
dynamics of the developing countries is difficult. However, it is pos-
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sible to analyse the process of globalization at two levels – first at the
level of the individual state and secondly at the level of the interna-
tional system.

De Mattos (1994) has argued that the major effect of global devel-
opments has been to erode the entrenched Keynesian theories that
argued it was possible to correct the problems of economic growth
by rational state intervention. De Mattos suggests that one of the
main goals of state policies was to achieve a more balanced spatial
distribution of productive activities, employment, and population,
influenced by such researchers as Hirschmann, Myrdal, Nurske,
Robinson, and Rosenstein-Rodan.

[T]hree basic principles constituted the core of national development strat-
egies adopted during the period: (a) the promotion of inward-oriented eco-
nomic growth, so that internal markets would become the main support of
productive activities, (b) the promotion of industrialization for import sub-
stitution, and (c) the establishment of a new mode of regulation which
embodies the new theory of development planning. (De Mattos, 1994: 221)

De Mattos argues that these policies were successful in many parts of
Latin America and Asia in the period between 1950 and the mid-
1970s. Industrial growth rates in Latin America and Asia averaged
6.0 per cent per annum and were responsible for accelerating the
penetration of rural areas by the capitalist mode of production and
for increased migration and urbanization. Even Africa south of the
Sahara showed similar tendencies in the 1950s and 1960s (see Becker
et al., 1994). At the same time, in the capitalist or mixed economies of
the majority of the states in the less developed world, these structural
policies encouraged the focus of private capital in existing urban
centres, thus ‘‘sustaining the process of concentration and the uneven
territorial distribution of both capital and people’’ (De Mattos, 1994:
223).

Even in socialist countries such as China and Viet Nam where
policies existed, attempts had been made to prevent migration from
rural to urban areas; there is much debate on their success. Thus
K. W. Chan’s arguments for the need to economize on urbanization
costs as a major element of China’s determination to keep its pop-
ulation in rural areas in the period between 1953 and 1976 need to be
modified by an understanding of the continuing concentration of
the most productive economic activity in the more highly urbanized
coastal zones (see Chan, 1992, 1994). In addition, this interpretation
takes little account of ongoing rural–urban linkages, particularly in
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the extended metropolitan regions of Hong Kong, Guangzhou, the
Sichuan Plain, Beijing–Tianjin, and Shenyang–Dalian (Tang, 1993).
In a similar vein, Thrift and Forbes’ (1986) paper on urbanization in
Viet Nam between 1976 and 1986 argues for the success of contain-
ment policies of rural–urban migration. But, as Di Gregorio’s (1994)
probing study of the recycling of the refuse of Hanoi points out, many
of the by-products of Hanoi’s urban life, such as bicycle parts and
organic waste, were collected by rural villagers from distances of up
to 50 km away from the city. These materials were then recycled in
various ways to aid the rural production process. Similar examples
are used by Whitney (1991).

Indeed, the emphasis upon the persistence of rural–urban linkages
in these socialist economies during periods of very active ‘‘rural con-
tainment’’ goes a long way to explain why the rural–urban nexus
becomes so easily activated once these policies have been revoked, as
in China after 1976 and Viet Nam after 1986. In China, numerous
case-studies of economic activity in regions such as Guangdong (Lin,
1998), Jiangsu (Ho, 1994), the Shanghai region (Marton, 1998), and
Liaoning province (Wang, 1998) show the manner in which rural–
urban linkages are crucial to the resurgence of economic growth that
has been associated with the transition to market economies.4

In the mixed and market economies of much of the developed
world, structural policies encouraged continuing rural–urban migra-
tion and urbanization. In a few countries such as Malaysia, where a
multiracial society was unevenly spatially distributed between rural
and urban areas, vigorous policies of rural development were respon-
sible for containing the rural population for short periods (Kamal,
1981). But generally these policies did little to slow urbanization.

By the 1970s, a grave structural economic crisis began to manifest
itself in both developed and developing countries, which led to falls in
productivity, increased political instability, and a development crisis
in much of the third world. The response was to adopt ‘‘structural
adjustment policies’’ designed to reduce the welfare role of the state,
give priority to market forces, and foster an open economy with
strong linkages to the global economy and the international division
of labour. This structural aspect has exhibited significant differences
in the developing world (Gilbert, 1994b).

In Asia, some writers have argued, these policies were effectively
implemented in countries such as Korea, Taiwan, Hong Kong, and
Singapore in the 1960s and have continued in the 1980s in Malaysia
and Thailand (Dicken, 1993). In all these countries the rural popula-
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tion has fallen dramatically and urbanization levels have increased
rapidly. In Latin America, on the other hand, the crisis had a dif-
ferent and much more dangerous impact. Already highly urbanized
(64 per cent in 1980), city growth began to slow as the GNP actually
declined. Faced with a debt crisis, governments that had previously
been able to finance the provision of some essential services could no
longer afford to provide comprehensive services. Inflation was ram-
pant, unemployment increased, and the proportion of urban poor and
numbers living in squatter settlements grew rapidly. Gilbert, citing
Iglesia, reports that, ‘‘based on conservative estimates, the percent-
age of poor people rose from 41 per cent in 1980 to 44 per cent in
1989 – that is 183 million inhabitants,’’ with an estimated 104 million
living in urban centres. While this development crisis particularly
affected urban areas, rural poverty remained high at 61 per cent
(Gilbert, 1994a: 169). Gilbert sees some basis for optimism for some
countries in the 1990s as growth rates have begun to increase with
greater integration into the world economy, but the entrenched
problems of highly unequal income, sizeable urban poverty, and
ineffective government management still remain.5

In Africa, still the world’s most rapidly urbanizing region, the
majority of countries have experienced a decline or virtual stagnation
in per capita output. Per capita food production fell in two-thirds of
the countries and the absolute value of manufacturing declined in
one-third of the countries in the decade of the 1980s (Becker et al.,
1994). This was a consequence of virtual economic collapse and led to
stern measures involving drastic devaluation, the removal of tariff
and non-tariff barriers, and policies of reduction in state expenditure.
These policies fell particularly hard on urban centres, where unem-
ployment increased and poverty grew substantially. In such a situa-
tion the high level of rural–urban interaction of sub-Saharan Africa
was reinforced in the overall increase in poverty (Simon, 1992).
Whereas some commentators felt the effect of structural adjustment
might slow urbanization in Africa (see Becker et al., 1994: 4–5), the
growing precariousness of the state and continuing political instability
in many states appear to have accelerated the flows of ‘‘refugee’’
migration to urban areas.

Globalization and the urban system

The introduction of the theoretical ideas implicit in the new globalism
has important implications for the emerging urban system and

Key issues about urban future

480



urban–rural relations. As De Mattos argues: ‘‘under the new theories
of rural–urban dynamics and ideological principles established by the
neoclassical approach, the free play of market forces is assumed to be
a necessary condition for achieving a more balanced territorial dis-
tribution of productive activities and population’’ (De Mattos, 1994:
228). Thus, whereas in the early stages of this approach primacy and
centralization will occur, they will eventually be reversed as per capita
income rises, leading to a reduction in regional inequalities and a
more balanced urban system.

However, it is not clear that this new approach to public admin-
istration, which uses instruments such as fiscal incentives and im-
proved transport and technological infrastructure, with the emphasis
on communication and information networks, will necessarily result
in spatial patterns that reflect a more equal population distribution.
Because the major responsibility for investment is focused on the
private sector, these strategies have emphasized the territorial mobi-
lity of capital, which has led to both concentration (of financial ser-
vices) and decentralization (of productive activity) within large urban
agglomerations.

However superficial, statistical analyses of the growth of the largest
cities in the three continental regions do not support the view that
excessive concentration is occurring in the major urban centres. Thus
Lattes reports that ‘‘according to United Nations’ estimates the con-
centration of the Latin America urban population in the largest city
of each country reached a maximum sometime during 1945–1955,
declined until 1980 and has remained constant since then’’ (Lattes,
1994: 151). Nevertheless, the figure is quite high at 27.8 per cent. This
has led some writers, such as Portes (1990) and Gilbert (1994a), to
argue that the slowing of the growth of large urban centres will con-
tinue, with an increase in the population in intermediate centres.

As tables 17.3, 17.4, 17.5, and 17.6 show, Africa exhibits a much
lower proportion of people living in large agglomerations, and this
proportion decreased in the decades between 1970 and 1990. How-
ever, Becker et al. (1994) report that the proportion living in the
largest city of each country actually increased in the decade between
1980 and 1990. In Asia, the analysis of the growth of large cities of 2
million or more indicates three broad patterns. First, the number and
volume of people living in these large urban agglomerations are grow-
ing rapidly. Thus Asia increased its global share of city agglomeration
population from 42.0 per cent to 46.5 per cent despite the fact that
the average growth rate was well below that in Africa (4.0 per cent)
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and Latin America (3.4 per cent) at 2.8 per cent per annum. At the
same time, the proportion of the urban population living in the large
urban centres fell quite dramatically from 30 to 23 per cent in the
period between 1970 and 1990. Once again, as in the case of Latin
America, it is tempting to see this pattern as being the result of the
decentralization of economic activities and population to other parts
of the urban hierarchy. Although this is occurring to some extent, it
still seems likely that much of the increase in urban population is in
districts adjacent to the major cities.6

Table 17.3 Number of cities with 2B million population, by main regions, 1960–

2000

Regiona 1960 1970 1980 1990 2000

World total 54 61 88 116 157

Asia 17 22 36 49 71
Oceania 1 2 2 2 2
Africa 1 2 6 9 18
Latin America 5 8 13 19 23
North America 8 11 12 16 18
USSR (former) 2 2 3 4 4
Europe 12 14 16 17 21

Source: United Nations (1991).
a. These divisions follow World Urbanization Prospects 1990 regional divisions: Africa (North,

East, West, South), Latin America (Caribbean, Central America, Southern), Europe
(Eastern, Northern, Southern, Western), Oceania (Australia, New Zealand, Polynesia,
Melanesia), and the USSR.

Table 17.4 Urban agglomerations with 2B million population in 1985: Average

annual growth rate, 1970–1990 (%)

Region 1970–1980 1980–1990 1970–1990

World total 2.3 2.2 2.3

Asia 2.8 2.8 2.8
Oceania 2.0 1.3 1.6
Africa 4.3 3.8 4.0
Latin America 3.7 3.1 3.4
North America 0.5 0.6 0.5
USSR (former) 1.8 1.6 1.7
Europe 0.5 0.4 1.0

Source: United Nations (1991).
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Thus, in all three continents it is possible to argue that these macro
trends do not necessarily signal a reversal of urban concentration. It
can be argued that deconcentration is actually occurring in a zone of
agglomeration much larger than that covered by the UN definitions
of urban agglomerations. The processes of residential outward move-
ment (suburbanization) and industrial decentralization into new
industrial estates, the creation of transportation networks, the con-
sumption needs of the élite and middle classes, and the deterioration
and changing land use of the inner cores of many of these regions all
precipitate the creation of what I have described as extended metro-
politan regions (EMRs) (McGee, 1991).

The EMRs are extremely important locations for the generation of
national income. Although figures for the largest urban areas are not

Table 17.5 Distribution by region of populations living in agglomerations with 2B

million population in 1985, 1970–1990 (%)

Region 1970 1980 1990

World total 100.0 100.0 100.0

Asia 42.0 44.1 46.5
Oceania 1.4 1.4 1.3
Africa 3.9 4.7 5.5
Latin America 14.8 16.9 18.4
North America 16.3 13.6 11.5
USSR (former) 4.1 3.9 3.7
Europe 17.5 15.4 13.1

Source: United Nations (1991).

Table 17.6 Urban agglomerations with 2B million population in 1985 as a per-

centage of each region’s total urban population, 1970–1990

Region 1970 1980 1990

World total 25.5 24.7 22.7

Asia 30.1 28.3 23.5
Oceania 36.6 37.4 36.8
Africa 16.2 15.4 13.6
Latin America 31.2 31.2 31.1
North America 33.7 31.7 30.1
USSR (former) 10.3 10.2 10.5
Europe 19.7 19.4 19.4

Source: United Nations (1991).
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easily accessible in Africa, Becker et al. (1994: 27, table 2.1) estimate
‘‘that although 29 per cent of Africa’s population live in urban areas,
some 42 to 62 per cent of the GDP is generated in urban areas.’’ In
Latin America, with a much higher proportion of population in urban
areas, up to 80 per cent of the GDP is generated in urban areas. In
Asia, up to 40 per cent of the GDP of some countries is produced in
the large EMRs.

Several studies recently published in McGee and Robinson (1995)
provide evidence on the increasing concentration of population in the
large urban agglomerations. Thus the Bangkok Metropolitan Region
increased its share of Thailand’s urban population by 6 per cent in
the decade from 1980 to 1990. Jabotabek has followed similar trends,
as has the Manila metropolitan area. The proportion of the popula-
tion engaged in non-agricultural occupations in these regions has
also grown dramatically and they dominate their nation’s industrial
production.

Of course, these arguments of increasing mega-urbanization based
upon Asian evidence are difficult to extend to the entire third world.
Gilbert has mounted a vigorous argument that ‘‘polarization rever-
sal’’ is occurring in many Latin American countries. ‘‘Certainly in
Latin America while the major cities have continued to grow and
large numbers of people have joined the urban population due to the
twin forces of migration and natural increase, there are strong signs
that the overall pace of metropolitan growth is slowing’’ (Gilbert,
1993: 726).

Gilbert’s arguments, however, rest upon a conflation of ‘‘cities’’
and ‘‘metropolitan regions.’’ In enumerating the factors behind the
slowing of growth of the largest cities in Latin America, he suggests
this is due to ‘‘the impact of employment dispersal within the metro-
politan regions’’ (Gilbert, 1993: 727). But surely this is part of the
process of metropolitanization, which he argues is slowing. Indeed,
the decentralization of employment opportunities from the urban
centre to the cities’ peripheries is a major factor attracting continuing
rural–urban migration. For instance, it is estimated that some 60 per
cent of the workers in industries located within the Bangkok Metro-
politan outer ring are predominantly from rural areas of Thailand
(Greenberg, 1998).

Thus, although there may be variations between various regions of
the third world, it can be argued that generally the effect of the
growth of these central subsystems on rural–urban dynamics is pro-
found. First, the expansion into surrounding regions of agriculture
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leads to rapid changes in these areas, with an increase in cash-
cropping and a loss of agricultural land. Secondly, within the wider
national context, it is the EMRs, where household income is some-
times four times as much as rural incomes, that create significant pull
factors for migrants from agricultural households. Finally, the growth
of these central urban subsystems acts as a major focus for the accel-
eration of rural–urban flows of people, money, and commodities. The
city and the countryside are no longer separated but are increasingly
integrated in a ‘‘web of transactions’’ that break down and reinforce
long-established rural–urban relations. Elsewhere I have suggested
that these patterns will vary dramatically between the three con-
tinents. In the next section I explore the operation of rural–urban
dynamics in the case of Brazil, Nigeria, and Indonesia.

Contextualizing the urban transition: Rural–urban dynamics in
Brazil, Nigeria, and Indonesia

If rural–urban dynamics need to be analysed carefully within the
context of individual countries and regions, then it is valid to look at
this issue in a cross-country perspective.7

Brazil, Nigeria, and Indonesia have several features in common.
They are big countries with large populations (table 17.7) that make
up the biggest territorial and demographic component of the geo-
graphical region in which they are located – Latin America, Africa,
and South-East Asia, respectively. All three countries exhibit a highly
uneven population distribution (fig. 17.1). In the case of Brazil, a high
proportion of the population is resident in the south and south-east
part of the country, which incorporates the two major urban regions
of São Paulo and Rio de Janeiro. In Nigeria, almost two-thirds of the
population is concentrated in the southern region (although there is
a large concentration in the northern states); the central region is
comparatively lightly populated. Indonesia exhibits a similar pattern,

Table 17.7 Area and population of Brazil, Nigeria, and Indonesia, 1988

Brazil Nigeria Indonesia

Total population (million) 144.4 110.1 174.80
Total area (’000 km2) 8,512.0 924.0 1,905.0

Source: World Bank (1990).
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with over 60 per cent of its total population located on the island of
Java, which occupies some 6 per cent of the land area.

The uneven distribution of population is further complicated by
linguistic and ethnic differences. Thus, in Brazil, there are sharp dif-
ferences between the Indian peoples, who inhabit frontier regions
such as the Amazon, and the Mestizos and Brazilians of European
origin, who inhabit the coastal regions. In Nigeria, in the north the
Hausa people, together with other linguistic groups, are primarily
Muslim. In the south, the two important groups are the Yoruba and
Igbo. Indonesia also has marked ethnic and linguistic diversity, par-
ticularly between the dominant Javanese population and the many
different linguistic and cultural groups of the Outer Islands.

Historically, these countries experienced a common pattern of
incorporation into the world system, which involved the shaping of
their economies in such a way as to make them major suppliers of raw
materials for the developed countries. In the fifteenth to eighteenth
centuries, Nigeria and Brazil were intimately linked by the involve-
ment of the Portuguese in the slave trade. In the case of Brazil,
coffee, sugar, and rubber were major products. Indonesia exported
spices, tea, rubber, and kapok. Nigeria exported cacao, oil palm,
and rubber. Minerals such as tin, gold, and gems were also important
exports. This pattern of colonial development set up an agrarian
structure characterized by a sharp division between the regions in
which cash-cropping dominated and the frontier regions dominated
by subsistence farming. In all countries the colonial organization of
the agrarian economy involved the use of taxes to force subsistence
producers into cash-crop production, the establishment of plantations
for the extensive production of crops such as sugar cane, and the
increasing penetration of capitalism into the rural areas, particularly
those most extensively integrated into the colonial network.

Simultaneously with the development of agriculture, a system of
colonial towns and ports grew up to act as the conduits for these
products. Thus cities such as Rio de Janeiro, Lagos, and Jakarta
emerged as dominant centres, although secondary cities such as
Recife, Kano, and Medan were also important parts of the colonial
system of administration and trade.

The political dismantling of this colonial relationship began much
earlier in Latin America than in other parts of the world. Brazil be-
came an independent state in 1822, whereas Nigeria and Indonesia
became independent in 1960 and 1949, respectively. The longer his-
tory of Brazilian independence and the efforts of the various govern-
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ments to establish an industrial base precipitated an earlier growth of
industrialization and urbanization. By 1970, Brazil had reached a level
of urbanization of 31 per cent (Gilbert, 1994a: 26) at a time when the
urban population of Nigeria and Indonesia would have not exceeded
15 per cent. In Brazil these developments precipitated rapid rural–
urban migration, and falling mortality rates associated with continu-
ing high fertility accounted for high rates of natural increase in both
rural and urban areas, which pushed the level of urbanization to
75 per cent by 1990. After independence, Nigeria’s and Indonesia’s
urbanization rates also accelerated, but by 1990 they had reached
only 35.2 per cent and 30.5 per cent, respectively.

In all three countries, however, the rural areas had begun to expe-
rience rapid changes. Table 17.8 shows the proportional contribution
of various productive sectors to GDP, indicating the decreasing con-
tribution of agriculture and the increasing importance of industry. In
all three countries, the increase in income earned from the exports of
fuels, minerals, and metals played a major role in the increase of the
industrial contribution to GDP (notably petroleum in the case of
Indonesia and Nigeria).

Reflecting Keynesian influences, all three governments attempted
to redirect population from heavily populated parts of their country
to frontier regions, adopting policies involving land development
schemes, the opening up of the Amazonian region, and ‘‘trans-
migration’’ in Indonesia from Java to the Outer Provinces, as well
as attempts to intervene in the urban system with the creation of
new capitals. The most successful effort as regards the last policy has
been in Brazil, where Brasilia, created in 1960, has now reached
a population of 2.1 million. In Nigeria, the decision made in the
1970s, when the country was riding high on oil royalties, to create a
new capital, Abuja, in the Central Plateau has still not been fully
implemented.

In all three countries the existence of large territories with more
regionally diverse economies has created a more developed urban
system. Thus in Nigeria there are 9 cities over 1 million in size; Brazil
has 14 and Indonesia has 7. This has the effect of reducing the pro-
portion of the total population in the largest urban centre, but it has
a limited effect on the increasing numbers of people located in the
central urban subsystem of these countries. In Brazil, 45 per cent of the
urban population now live in nine metropolitan regions (Fernandez,
1992: 230); in Nigeria some 50 per cent live in the nine largest
metropolitan regions (Taylor, 1993: 6); and in Indonesia 30 per cent
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live in the four largest centres (National Urban Development Strategy,
1985: 60). In all these countries, this concentration of population has
resulted in a series of major challenges. First, although formal em-
ployment opportunities have increased, they are insufficient to absorb
all the growing populations and as a result the populations have been
absorbed into the informal sector. There is also an ongoing crisis
(aggravated in the 1980s) in the provision of housing and collective
consumption services and facilities, while large areas of land lie unused
in inner cities awaiting redevelopment. In Brazil alone, some 30 per
cent of the metropolitan population live in slums and 30 per cent in
squatter areas (illegal land divisions).

The rural–urban dynamics of each of these states have to be set
against this background of a growing concentration of urban living,
structural adjustment policies, and increasing globalization (Roberts,
1992) of the national economies. Given the diverse pattern that has
been described it is possible to tease out only general features. First,
it must be stressed that the central feature of the rural–urban dy-
namics in these countries is integrally linked to the historical expe-
rience of incorporation into the world system, the pattern of eco-
nomic development, and the evolving agrarian structure of these
three countries.

Perhaps the most useful way of encapsulating the common experi-
ence of rural–urban dynamics is to utilize Richard Morse’s concept of
Latin American urban development and apply it to the rural–urban
dynamics of the three countries (Morse, 1962). In this essay, he argues

Table 17.8 The structure of production in Brazil, Nigeria, and Indonesia, 1963–

1988 (% contribution to GDP)

Brazil Nigeria Indonesia

1963 1988 1963 1988 1963 1988

Agriculture 19 9 54 34 56 24
Industry 33 43 13 36 13 36
(Manufacturing) (26) (29) (6) (18) (8) (19)
Services 48 49 33 29 32 41

Size of GDP
(US$ million) 5,850 29,370 19,450 323,610 3,840 85,220

Per capita GNP,
1990 (US$) 2,160 290 440

Source: World Bank (1990).
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that between 1500 and 1900 Latin American cities were characterized
by a centrifugal stage in which their major function was to act as stages
for the economic exploitation of the hinterland. One could certainly
argue that this was true of cities such as Lagos and Ibadan in Nigeria,
Jakarta in Indonesia, and Rio de Janiero in Brazil. The cities were
the core of a colonial economy primarily serving an urban élite made
up of colonial administrators, merchants, collaborating indigenous
élites, and institutional groups such as the church and army. Within
these three countries this relationship between urban centres and the
surrounding countryside was subject to destructive regional variations.
For example, in the Yoruba areas of Nigeria and in the intensive rice-
growing areas of Java, in Indonesia, rural–urban linkages were much
closer than in north-east Brazil, where sharp class distinctions sepa-
rated the urban élite from the Negro rural workers.

As the countries became independent, so the cities have become
more centripetal, involving increased rural–urban migration (begin-
ning in the early twentieth century in Brazil and from the mid-
twentieth century in Indonesia and Nigeria). As Roberts says of Latin
America: ‘‘the cities grew relative to rural areas as industry became
an important source of job opportunities. Economic modernization
went hand in hand with political centralization and pro-urban devel-
opment policies leading to a rapid expansion of urban infrastructure
and urban based state bureaucracy’’ (Roberts, 1992: 52). Much the
same can be said of Indonesia and Nigeria.

This process was associated with significant changes in the agrarian
structures of all three countries, which fuelled this movement. The
reasons are not identical in the three countries. In Nigeria and Brazil,
as ‘‘peasant’’ agriculture has stagnated and the numbers in poverty
have grown, the push factors have been of major importance. In
Indonesia, particularly in Java, the ‘‘green revolution’’ has led to
greatly increased productivity but also encouraged labour displace-
ment. In all countries the proportion living in rural areas engaged in
wage-earning activities has increased, whether in agricultural labour
or in non-agricultural activities. In Indonesia (McGee, 1994a) and
Nigeria, these populations are highly mobile, engaging in a form of
circulatory migration between village and town.

This mobility is further enhanced by increased access because of
improved transportation and the growing demand for urban-produced
consumption goods that is created by the networks of communication
such as television. In such a situation, the distinction between rural
and urban becomes blurred as a network of mobile relationships and
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flows in established income earned in urban areas is used to subsidize
rural households, while food produced in rural areas is taken to
urban households.

Thus, despite the significant differences between these three coun-
tries, they all share a process in which rural–urban differences are
being reduced. In the final section, I discuss the policy implications of
these conclusions.

Developing policies for the ‘‘new’’ rural–urban dynamics of the
developing world

The realization that the rural–urban distinction is of only limited
validity and needs to be replaced by the idea of networks of trans-
actions is fundamental. This has important implications for policy-
making. It is important to stress that, in suggesting policy initiatives,
one has to see them within the prevailing neoclassical paradigm,
which was discussed above. Thus there is no doubt that government
policies will affect these networks of transactions between cities and
countryside.

In general, the findings of this paper support the view that the
processes of economic growth released by the neoclassical policy
paradigm encourage the continuing growth of central urban sub-
systems. Although there is evidence that the immediate impact of
structural adjustment policies may slow down growth (Becker et al.,
1994: 226; Gilbert, 1993: 729–730), it is not conclusively shown that
this will be a persistent trend.

Indeed, the growing investment in the components of the trans-
action environment (roads, telecommunications, etc.) greatly in-
creases linkages between the city and the countryside and the
importance of the central urban subsystems. Although many govern-
ments in the developing world are still supporting the agricultural
sector by subsidized prices for agricultural products, structural
adjustment policies advocate the removal of agricultural subsidies;
the consequent reduction in agricultural income further accelerates
rural labour dislocation.

The ‘‘agricultural question’’ therefore remains a central issue for
all policy-making in developing countries, particularly as the urban
transformation occurs. Given the estimates of the persistence of rural
populations in Africa and Asia as the urban transition proceeds,
governments will have to be particularly innovative to prevent a
widening income and welfare gap between the two sectors. In Latin
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America, the declining rural population is still almost two-thirds in
poverty, and poverty alleviation measures will be needed.

In the present laissez-faire mood of development practice it seems
that the rural–urban divide will continue to collapse. The policy inter-
vention will have to be directed at alleviating the worst aspects of this
transition: reducing poverty, improving deteriorating urban environ-
ments, and trying to facilitate the movement of people into urban
areas with the least social and economic problems.

On the face of it, however, the most intractable problem of the
urban transition is centred on the issue of creating viable employment
opportunities. In all three regions, there is a continuing problem of
absorption of labour into productive employment. As is well known,
this leads not to high rates of unemployment but to underutilization
of labour in generally less productive sectors of service and house-
hold industry. Thus, in Latin America, whereas in the 1970s under-
employment was concentrated in the agricultural sector, by the early
1980s it had declined in that sector but grown dramatically in urban-
based activities. In Asia, however (with the exception of the newly
industrialized countries), the major absorption of labour into non-
agricultural activities has been in areas defined as rural. The domi-
nance of China, India, and Indonesia in this trend is significant but
it can be asserted that a very high proportion of this absorption is
occurring in the large extended metropolitan regions (McGee, 1994b).
In Africa, the growth of employment in the non-agricultural sector
of urban and rural areas has been accelerated by the decline of
employment in the formal sector in both government and the private
sector in the 1980s (Becker et al., 1994: 135–179).

Throughout the developing world, then, the problem of creating
viable employment still remains. Given the increasing numbers of the
potential labour force, it is unlikely that all employment creation will
occur only in areas defined as urban. Instead, it will be spread over
large regions that are functionally integrated with a central urban
subsystem.

Thus, there is a need to think of new paradigms that break away
from the rural–urban dichotomy. The collapse of time and space and
the blurring of the boundaries between rural and urban point to a
new focus on the flows of people, commodities, and capital through
space that is neither urban nor rural, but often a mixture of both. As
I have argued, in developing countries it is in the large extended
metropolitan regions surrounding the large city cores that this mixture
is most intense. These changing conditions throw up major policy
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challenges for the management and development of population pol-
icy and the provision of infrastructure and welfare. These will be
much more successful if they are formulated within the paradigms of
rural–urban dynamics rather than the rural–urban dichotomy.

Notes

1. In this paper the term ‘‘more and less developed regions’’ is used interchangeably with
‘‘developed and developing regions.’’ According to current United Nations practices, the less
developed regions include Africa, all of Asia (with the exception of Japan), Latin America
and the Caribbean, and Oceania (excluding Australia and New Zealand). The more de-
veloped regions include Canada, Australia, Japan, New Zealand, the United States, the
former USSR, and all of Europe.

2. Some of these high rates may be due to statistical definitions, but the most careful analysis by
the French demographer Jean Marie Cour using a consistent definition of urban residence
suggests that the UN and World Bank statistics may be underestimates (cited in Becker et
al., 1994: 33).

3. For a popular account of this process, see Barnet and Cavanagh (1994).
4. For a much fuller treatment of these issues on China and Viet Nam, see Yeung and Hu

(1992), Chan (1994), and McGee (1995).
5. Two excellent analyses of urbanization and the structural crisis in Latin America are Gilbert

(1990a,b) and Portes (1990).
6. This is well illustrated in Firman’s analysis of the spatial patterns of urbanization in Indo-

nesia (Firman, 1993).
7. This section relies heavily on Morse (1962) and Roberts (1978) for Brazil, Metz (1992) for

Nigeria, and National Urban Development Strategy (1985) for Indonesia.
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18

Feeding the world’s cities

Hal Kane

Introduction

The current rapid growth of the world’s cities leaves the international
community with the challenge of feeding far larger numbers of urban
dwellers than ever before. This challenge is made far more difficult by
the fact that growing cities are consuming cropland at a rapid pace as
they pave over it to build new roads, new residential areas, and new
factories. Not only will these cities need large increases in their food
supply, but their growth will make it more difficult to maintain that
food supply.
These trends are of paramount importance to the well-being of

cities. Not only will urban dwellers need adequate supplies of food,
they will also need that food at low cost, especially since cities contain
large segments of the world’s poor. Rising food prices due to scar-
cities of cropland converted to urban use, and due to rising demand,
would lower the quality of life in urban areas, would pose political
problems, and might destabilize cities.
Changes in East Asian economies have become particularly im-

portant to this subject. There, industrialization and urbanization have
already taken large areas of cropland out of production, and turned
several nations from grain exporters to massive grain importers.
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These countries include Japan, South Korea, and Taiwan. Now other
countries are following. Most notably, China has suddenly gone from
being essentially self-sufficient in grain to being an importer for the
first time in history.
These trends tie together every city with the cities of faraway

continents; they have major implications for the whole world. For
example, the need of 1.2 billion people in China to import grain has
the potential to raise prices in the world grain markets because all
countries bid together in those markets. All countries would be
affected. Thus, the poorer segments of the world’s cities, even in
wealthy countries, may have their food prospects affected by the loss
of grainland and the rise in food consumption in China’s booming
cities and special economic zones.
Urbanization makes the production of food for growing popula-

tions difficult in other ways as well. As cities pull rural workers from
the countryside by enticing them with higher wages or diverse op-
portunities, farmland is left uncultivated in many countries, reducing
production and sometimes leaving the land in disarray. In addition,
tastes among the prosperous in cities for diets rich in meat demand
large amounts of grain as feed for cattle, and take a toll on the land as
those cattle compact the soil during grazing.
These issues can be addressed, however. Additional research into

the kinds of agriculture needed in some of the poorer parts of the
world, directed at grain, the most important food for the poor, would
supply additional food in the future. Policies to conserve farm soils
and irrigation water will help. And population policies will affect
the overall population growth of many countries and the migrations
under way today in many populations. Those subjects might not at
first seem relevant to the topic of urbanization, but in fact they are
crucial – even if much of their implementation must take place in
rural areas.

The limits of the plough

From the beginning of agriculture in the Middle East until the mid-
twentieth century, cropland area expanded as agriculture spread from
valley to valley and then from continent to continent. Throughout
this period, growth in food output came largely from expanding the
cultivated area. This era ended in the mid-twentieth century as the
frontiers of agricultural settlement disappeared. From then until
1981, there were some modest gains in harvested area, but four-fifths
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of the growth in output came from raising land productivity. The
method of expanding food output had shifted dramatically almost
overnight. In 1981, grainland area peaked at 735 million hectares
(ha). Then it began to shrink, dropping to 695 million ha in 1993
(USDA/ERS, 1993a). Thus the history of agricultural yields divides
neatly into three periods: a time of expanding area until around the
mid-twentieth century, a time of mostly expanding yields with some
modest growth in area until 1981, and a time when all additional out-
put has come from raising land productivity (USDA/ERS, 1992).
There are still occasional increases in cropland area here and there.

Brazil, for example, more than doubled its area in grain between 1960
and 1980. Since then, however, its grainland has not expanded signif-
icantly. A few countries are expanding grain-harvested area by mul-
tiple cropping – combining, for example, winter wheat with a summer
rice crop. On balance, however, these gains are offset by losses as
cropland is converted to non-farm uses or abandoned because of
severe degradation (USDA/ERS, 1993a).
Worldwide, gains in cropland area from year to year are the result

of various cropland expansion initiatives, including the conversion of
forest, new irrigation projects that permit the farming of land other-
wise too dry to farm, and drainage of wetlands. Forest conversion is
concentrated in such places as the Outer Islands of Indonesia (part of a
long-term resettlement programme of people from densely populated
Java) and the Amazon regions of Brazil and other Latin American
countries. Some of these gains are illusory, because this land will
often sustain cultivation for only a few years before losing its natural
fertility.
Some of the most important gains have come from the adoption of

high-yielding, early-maturing wheats and rices, which spurred the
spread of multiple cropping. Traditional geography texts contained
agricultural maps with a line drawn across both India and China,
separating the wheat- and rice-growing regions. Modern maps do not
make that distinction: wheat has extended into rice-growing areas
and vice versa, with rice being grown in the summer and wheat in the
winter. Earlier-maturing varieties of both grains, combined with the
spread of irrigation, which facilitated dry-season farming, helped
increase double-cropping. For example, of the 130 million ha of rice
land in Asia, 12 million ha now also produce a winter wheat crop
(Brown and Young, 1990).
Between 1972 and 1981, farmers responded to sustained high prices

by expanding the world grain area from 664 million to 735 million
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ha, a gain of nearly 11 per cent (USDA/ERS, 1993a; USDA, 1993).
Much of this increase came in the former Soviet Union and the United
States on land that, unfortunately, was highly erodible and not capa-
ble of sustaining cultivation. After peaking at 123 million ha in 1977,
the Soviet Union’s grain-harvested area has declined almost every
year, dropping to 99 million ha in 1993 as fast-eroding land was
either planted to soil-stabilizing forage crops, fallowed, or abandoned
(USDA/ERS, 1993c). In the United States, some 14 million ha of the
most erodible cropland were converted to grass or trees between 1985
and 1992 under the Conservation Reserve Program (USDA/ERS/
RTD, 1993). In an emergency, some of this land could be farmed in
rotation with forage crops or by using other appropriate conservation
tillage practices.
All grainland held out under commodity supply management pro-

grammes in the United States was released for production in 1994.
European countries may be holding out up to 3 million ha.1 But even
bringing all this land back would expand the world grain area by only
1.6 per cent, not half enough to get it back to the historical high
reached in 1981. The continuing abandonment of severely eroded
land and the conversion of cropland to non-farm uses mean that net
gains in the world’s cropland area will not come easily (USDA/ERS/
RTD, 1993).
Land will also be lost from soil erosion, much of it in Africa.

Waterlogging and salinity will take a toll in the Asian republics
around the Aral Sea and in the Middle East, India, China, and the
south-western United States.
Some of the world’s cropland is plagued by political problems

rather than agronomic ones. These areas might be brought into pro-
duction sometime in the future. Wars, ethnic conflicts, and discrim-
ination that prevent farmers from working the land are no less real
than problems of soil fertility or lack of water. Southern Sudan is one
example of a food-deficit region that could feed itself if given the
opportunity. But it has suffered from almost unbroken war in recent
years.
With 3.6 billion people slated to be added to world population

between 1990 and 2030, the cropland area per person will continue to
shrink steadily. From 1950 to 1990, it fell from 0.23 ha per person to
0.13 ha. If the total grainland area does not change, by 2030 it will
drop to 0.08 ha per person (US Bureau of the Census, cited in Urban
and Nightingale, 1993; USDA/ERS, 1993a).
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Urbanization, industrialization, and loss of farmland

The shifting of land to non-farm uses is particularly pronounced in
China, which is losing nearly 1 million ha (or 1 per cent) of its crop-
land a year. One result of the prosperity since economic reforms were
launched in 1978 is that literally millions of villagers are either
expanding their houses or building new ones. And an average annual
industrial growth rate of more than 12 per cent since 1980 means the
construction of thousands of new factories. Sales of cars and trucks,
totalling 1.2 million in 1992 and projected at close to 3 million by the
end of the 1990s, will chew up cropland for roads and parking lots.
Since most of China’s nearly 1.2 billion people are concentrated in its
rich farming regions, new homes and factories are of necessity often
built on cropland. This loss, combined with a shift to more profitable
crops, has reduced the grain-harvested area in China by roughly one-
tenth from the peak in 1976 (USDA/ERS, 1992, 1993a; United
Nations, 1991; Onishi, 1993; PRB, 1993).
Urban sprawl is also claiming cropland. In Thailand, the expansion

of Bangkok, driven by both prosperity and population growth, has
claimed an average of 3,200 ha each year during the past decade.
Similarly, in Egypt, new building invariably comes at the expense of
cropland, since the nation’s 58 million people live on the thin ribbon
of irrigated cropland along the Nile River (Dowall, 1991).
The requirements of some 90 million additional people each year

for housing, schools, and transportation reduce the area available for
crops worldwide.2 Land claimed by expanding transportation systems
is particularly extensive. For example, the growth in the world auto-
mobile fleet means cropland is paved over for streets, highways, and
parking lots. Some 200 ft2 is needed merely to park an automobile. If
a car is to be widely used, parking spaces must be available in many
different places – near residences, workplaces, shops, and recreation
areas. Assuming a minimum of two parking spaces per car, the land
required to park 100 cars could easily produce 1 tonne of grain per
year, enough to feed five people.3 Observing the difficulty in revers-
ing this process, a US government official once remarked, ‘‘Asphalt is
the land’s last crop’’ (Cutler, 1980).
Cropland is also being lost indirectly through the growing diversion

of irrigation water to cities in desert areas. In Arizona, for example,
Tucson and Phoenix have purchased the irrigation rights to large
areas of cropland, letting it go back to desert. Even this may be

Feeding the world’s cities

501



dwarfed by the diversion of irrigation water to cities in northern
China (Checchio, 1988; Postel, 1992).
The loss of cropland can be seen clearly in East Asia, particularly

in countries such as Japan, South Korea, and Taiwan that were
densely populated before industrialization began. In Japan, the loss
was already under way by 1960, when the nation harvested 5 million
ha of grain. That figure now stands just above 2.5 million ha. South
Korea’s grain area grew during the early 1960s to more than 2.3
million ha, and then fell steadily, dropping to just 1.3 million ha in
1993. Taiwan experienced a similar drop, from 850,000 ha in 1975 to
only 500,000 today (USDA/ERS, 1993a).
As factories, roads, and houses eat up land, and as relatively high

wages in manufacturing industries pull labour away from farms, these
trends in falling grainland area can be expected to continue. Even
countries such as Thailand that have had less success than South
Korea and Taiwan at industrialization are seeing their grainland
areas slip. Thailand’s grew steadily until 1985, but it has since shrunk
by more than 10 per cent. India, which is projected to pass China to
become the world’s most populated nation near the middle of the
twenty-first century, has watched its grainland area shrink from a
peak of 107 million ha in 1982 to 102 million in 1993 (USDA/ERS,
1993a).
Future cropland losses are likely to be concentrated in Asia, with

gains in Latin America. Losses will likely be heavy in Asia simply
because that is where most of the population growth and industriali-
zation is expected to occur. Gains will come mostly in Latin America
because that is the region where there are extensive areas of land –
albeit marginal – to be brought under production. Unfortunately, the
cropland lost in Asia will be highly productive for the most part,
whereas that gained in Latin America will be marginal. The largest
single area of cropland loss will likely be in southern China, where
much of the land is now being used to double-crop rice. In effect, land
producing 8 tonnes of milled rice per ha annually will be replaced
with marginal land in Brazil that will produce at most 3 tonnes of
corn per ha (USDA/ERS, 1993a).

Grainland projections

Projecting future grainland availability per person in the more pop-
ulous countries to 2030 is revealing (see table 18.1). In 1990, the
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smallest areas of grainland per person were in Egypt, with 0.04 ha
per person, and in Indonesia and Ethiopia, each with 0.07 ha. Even
though all of Egypt’s grainland is irrigated, Egypt imports half its
grain supply. Indonesia, with a large proportion of irrigated land, is
nearly self-sufficient. Ethiopia, with the same land area per person,
almost all of it rainfed, is struggling to keep its people alive, even with
an annual food aid allotment of 1 million tonnes of grain (US Bureau
of the Census, cited in Urban and Nightingale, 1993).
In 2030, if the countries are able to maintain the same total grain-

land area, only one of the developing countries listed in table 18.1
will have as much as 0.07 ha per person. All the others will have less,
with Egypt and Ethiopia dropping to 0.02 ha. For Egypt, this will
undoubtedly translate into even greater dependence on imports. For
Ethiopia, a grainland area per person of 0.02 ha – less than a third of
that today – can only be described as catastrophic. The same can be
said for Nigeria, with only 0.03 ha per person.
This reduction in cropland per person argues strongly for individ-

ual country assessments of population carrying capacity in growing
cities and in the countryside. Faced with such a threatening shrinkage
of grainland, people living in these countries may opt to shift much

Table 18.1 Grain-harvested area per person, by country, 1950 and 1990, with pro-
jections to 2030 (ha)

Country 1950 1990 2030a

China 0.17 0.08 0.06
United States 0.53 0.26 0.22
India 0.22 0.12 0.07
Former USSR 0.57 0.35 0.27

Bangladesh 0.20 0.10 0.05
Pakistan 0.18 0.10 0.04
Indonesia 0.07 0.07 0.04
Iran 0.21 0.17 0.06
Egypt 0.08 0.04 0.02
Ethiopia & Eritrea 0.24 0.07 0.02
Nigeria 0.23 0.09 0.03
Brazil 0.13 0.14 0.07
Mexico 0.20 0.11 0.06

Source: Brown and Kane (1994).
a. Assumes no change in total grain-harvested area from 1990 to 2030; reductions in area per
person due entirely to population growth.
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more quickly to smaller families, and will want to ensure that the
rural labour force is adequate and that urban growth does not con-
sume any more land than necessary.

The fertilizer fall-off

When German chemist Justus von Liebig demonstrated in 1847 that
all the nutrients that plants removed from the soil could be returned
in mineral form, he set the stage for an explosion in world food pro-
duction a century later. At the time of his discovery, the frontiers of
agricultural settlement were still being pushed back. The US Home-
stead Act, designed to encourage settlement of the West, was still to
come. With many opportunities to expand the cultivated area, there
was little pressure to increase soil fertility and raise land productivity
(‘‘Justus von Liebig,’’ 1976).
Several trends converged a century later to launch the steep climb

in world fertilizer use. By mid-century, the frontiers had largely dis-
appeared, and, almost overnight, population growth shifted from low
gear to high. Faced with record growth in world food demand and
little new land to plough, farmers responded by pouring on fertilizer
to raise land productivity, boosting their grain yields from 1.1 tonnes
to 2.4 tonnes per ha within four decades (USDA/ERS, 1993b). Thus,
fertilizer has been at the centre of advances in world food output
during the past four decades. In a sense, other technologies have been
designed to facilitate its use. Irrigation, for example, permits the heavy
use of fertilizer, resulting in high yields. Similarly, the new varieties
have high yields precisely because they are much more responsive to
fertilizer than traditional ones are.
The trend in world fertilizer use since mid-century divides into

three distinct eras. From 1950 to 1984, annual use climbed from 14
million tonnes to 126 million tonnes, expanding ninefold or nearly 7
per cent a year – one of the more predictable global economic trends.
From 1984 to 1989, growth continued, climbing to 146 million tonnes,
but at a much slower pace – roughly 3 per cent a year. Then from
1989 until 1993, fertilizer use dropped each year, falling back to 120
million tonnes in 1993.4
The new trend in fertilizer use has two components. One is agro-

nomic: the declining response of grain yields to additional fertilizer at
higher levels of use (Chapman and Barker, 1987; USDA, 1991; IFA,
1993). The second is economic, specifically the decision by govern-
ments in major food-producing countries to reduce or eliminate fer-

Key issues about urban future

504



tilizer subsidies. The drop in the agronomic response to additional
fertilizer slowed the rise in use in the late 1980s, bringing it to a near
standstill. But the actual decline in use since 1989 is largely the result
of reducing subsidies in key food-producing countries such as the
former Soviet Union, India, and, most recently, China.
As grainland area per person has shrunk since mid-century, fertil-

izer use per person climbed from 6 kg to the historical high reached
in 1989 of 28 kg per person. As long as production could be expanded
by substituting fertilizer for land, farmers could easily stay ahead of
population. But this period has ended, at least for now. The overriding
dilemma facing humanity today is how to maintain rapid growth in
grain production now that the use of additional fertilizer is having
little effect on production where yields are high.
As more and more countries turn to imported grain, the nutrient

cycle is disrupted. The United States, which exported close to 100
million tonnes of grain a year during the 1980s, suffered a heavy loss
of soil nutrients. The nutrients in the wheat from Kansas and in
the corn from Iowa were ending up in the sewage discharges of St.
Petersburg, Cairo, Lagos, Caracas, and Tokyo. In order to maintain
soil fertility, there was no alternative but to replace the lost nutrients
with mineral sources (USDA/ERS, 1992). One consequence of these
trends was a steady increase in the intensity of fertilizer use through-
out the world. In 1950, fertilizer use per ha of grainland totalled some
24 kg. When it peaked in 1989, it was 211 kg.
The formula of using more fertilizer to raise land productivity was

phenomenally successful in the period 1950–1984, when fertilizer
use climbed to a new high nearly every year. During this time, each
additional tonne of fertilizer applied boosted grain output 9 tonnes.
(see table 18.2) (USDA/ERS, 1992, 1993a).
But 1984 was the last year in which a large increase in fertilizer use

led to a comparable gain in world grain output. During the next five
years farmers continued to use more fertilizer, but their crops did not
respond much. Each additional tonne of fertilizer raised grain output
by less than 2 tonnes. By 1989, the United States, Western Europe,
the former Soviet Union, and much of Eastern Asia, including Japan
and China, had raised yields to a point where adding more fertilizer
had little effect on production.
Given such a weak response, applying more fertilizer was clearly

not a money-making proposition. Farmers’ reaction, both predictable
and rational, was to use less. Between 1989 and 1993, they cut fertil-
izer use some 12 per cent, to roughly 186 kg per ha. Even excluding
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the precipitous drop in the former Soviet Union following economic
reforms that removed subsidies, usage elsewhere dropped by 3 per
cent. Fertilizer use per person has also reversed in recent years,
dropping from the historical high of 28 kg in 1989 to less than 23 kg in
1993. This drop of 19 per cent helps explain why grain production per
person has fallen in recent years.5
The decline in the crop response to fertilizer use was not a surprise

to everyone. In a 1987 analysis of trends in Indonesia, Cornell econ-
omists Duane Chapman and Randy Barker (1987) noted that, ‘‘while
one kilogram of fertilizer nutrients probably led to a yield increase of
10 kg of unmilled rice in 1972, this ratio has fallen to about one to five
at present.’’
Unless someone can design new strains of wheat, corn, and rice

that are much more responsive to fertilizers than are those now
available, future gains in grain output from rising fertilizer use are
likely to be modest. It is difficult to visualize any conditions evolving
that will lead to rapid, sustained growth in fertilizer use similar to the
one that occurred from 1950 to 1984. If large gains in food output
cannot be achieved from using more fertilizer, where will they come
from?

Struggling to raise yields

Countries that have doubled or tripled the productivity of their
cropland since mid-century are the rule, not the exception. But with
many of the world’s farmers already using advanced yield-raising
technologies, further gains in land productivity will not come easily.

Table 18.2 World grain production and fertilizer use, 1950–1993 (million tonnes)

Year
Grain
production Increment

Fertilizer
usea Increment

Incremental
grain/fertilizer
responsea (ratio)

1950 631 14
1984 1,649 1,018 126 112 9.1
1989 1,685 36 146 20 1.8
1993 1,682 �3 120 �20 –b

Source: Brown and Kane (1994).
a. Assumes that all fertilizer is used for grain; although this is obviously not the case, it provides
a broad picture of the changing response.

b. Incremental ratio cannot be calculated because fertilizer use declined.
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Some sense of the future potential for doing so can be gleaned from
looking at yield trends for wheat, rice, and corn in countries with the
highest yields – for example, corn in the United States, wheat in the
United Kingdom, and rice in Japan.
Yields of corn, a cereal widely used for feed and food, are highest

in the United States, which accounts for 40 per cent of the world
harvest. Data for US corn yields from 1866 to 1993 divide into three
distinct periods. During the seven decades from the Civil War to
World War II, yields were essentially unchanged, averaging about 1.6
tonnes per ha. From 1940 to 1985, the average yield jumped more
than fourfold, reaching a phenomenal 7.4 tonnes per ha. But, in the
eight years since then, the rise has slowed to a near standstill (Brown,
1963; USDA/ERS, 1992).
A similar situation exists for wheat in the United Kingdom, which

has the highest yield of any major wheat-producing country. From
1884 until 1940, yields were remarkably stable. From 1940 until 1985,
they more than tripled. But, since 1985, UK wheat yields have fluc-
tuated around 7 tonnes per ha, showing little evidence of a continuing
rapid rise (Brown, 1963; USDA/ERS, 1992, 1993a).
The rise in wheat yields in other parts of Europe with similar grow-

ing conditions is slowing as yields approach the UK level. This includes
Germany and France, the latter a wheat exporter. The rise is also
slowing in the United States and China, the world’s two largest wheat
producers. Since wheat in these two countries is grown in largely low-
rainfall regions, the slow-down is occurring at yield levels one-third
to one-half those in Western Europe. In China, the big jump in wheat
production came immediately after the economic reforms in 1978, as
yields climbed 81 per cent from 1977 to 1984. During the following
nine years, however, they rose only 16 per cent (USDA/ERS, 1993a).
For rice, the key to understanding the yield potential is Japan, a

country that has worked hard to raise its rice yields for more than a
century. After an extended climb, the rise in Japan came to a halt in
1984. Since then, yields have actually fallen slightly. Yields in China,
the world’s largest rice producer, now approach Japan’s and have been
stable since 1990. In India, however, the second-ranking rice producer,
the yield rise is slowing at a much lower level. In Japan and China, 99
and 93 per cent, respectively, of the rice is irrigated; in India, the figure
is only 44 per cent, making it far more difficult to achieve high yields
(AsiaWeek, 1993). The yield rise has also slowed in other major rice-
producing countries, including Indonesia, Pakistan, and the Philip-
pines (USDA/ERS, 1993a).
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A similar trend exists in other high-technology rice-producing
countries, such as South Korea, Taiwan, and Italy. In each case, once
rice yields pass 4 tonnes per ha, they rise quite slowly or level off,
suggesting that dramatically boosting rice yields above this level may
require new technological advances (USDA/ERS, 1993a). Agricul-
tural economists Duane Chapman and Randy Barker (1987) point
out that ‘‘the genetic yield potential of rice has not increased signif-
icantly since the release of the high yielding varieties in 1966.’’
These recent slow-downs in the rise in grain yields are sobering.

Between 1950 and 1984, the world grain yield per ha more than
doubled, rising 118 per cent (2.3 per cent a year). But from 1984 to
1993, yields rose only 1 per cent a year. Since 1990, a year of excep-
tional growing conditions worldwide, grain yield per ha has actually
declined slightly (USDA/ERS, 1993a).
This slow-down is a worldwide phenomenon afflicting industrial

and developing countries alike, largely because all countries now
draw on the same international pool of technology. Unfortunately,
the slower yield increase raises questions about the earth’s carrying
capacity and, specifically, about the ability of the world’s farmers to
feed an ever-growing population.
The systematic application of science to agriculture has permitted

a regular increase in yields for nearly two generations, making it dif-
ficult to imagine a situation in which yields will not continue their
steady rise. None the less, a study published in 1993 observes that rice
yields on experimental stations in Asia have been stagnant now for
many years. In the absence of any new yield breakthroughs, a future
of slowly rising or static yields may now be in prospect for many rice-
growing countries (Pingali and Rosegrant, 1993).
Also of concern, many Asian rice farmers who have boosted out-

put by continuously cropping rice with two or three harvests per year
are experiencing a decline in yields. Scientists testing this cropping
practice report that efforts to intensify agricultural production by
continuously cropping rice with two or even three crops per year
have actually led to a decline in yields on test plots in the Philippines,
India, Bangladesh, and Thailand (Pingali and Rosegrant, 1993). At
the International Rice Research Institute in the Philippines, plots
producing three crops a year from 1963 to 1993 now show a decline
in yields of more than 1 per cent annually. After 89 consecutive rice
crops, with inputs held constant, yields are slowly declining. Appar-
ently, the continuous flooding of the plots alters soil microbial activ-
ity, the physical structure of the soil, and its chemistry in ways that
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adversely affect yields. The only viable alternative is to replace one of
the rice crops in the three-crop annual cycle with a crop that does not
need to be flooded (Pingali and Rosegrant, 1993).
As early as 1986, Robert Herdt, senior economist at the Rocke-

feller Foundation, observed that the backlog of unused technology
available to farmers appeared to be dwindling. He noted that, in
some farming communities, crop yields on the best farms approached
those on experimental plots (Herdt, 1986).
Rising grain yield per ha, like any other biological growth process

in a finite environment, must eventually give way to physical con-
straints. Where farmers supply all the nutrients and water that
advanced varieties can use, cereal yields may now be pushing against
various physiological limits, such as nutrient absorption capacity or
photosynthetic efficiency.
For those who remember biology class experiments that involved

measuring the growth in a petri dish of an algae population with an
unlimited food supply, this deceleration will not come as a surprise.
With algae, it is the build-up of waste that eventually checks growth,
bringing it to a halt. For grain with unlimited fertilizer supplies and
abundant soil moisture, the plant’s physiological limits will ultimately
restrain the rise in yield. Grain production per ha is a process that
relies on photosynthesis to convert solar energy into biochemical
energy. Albeit modified by human intervention, it is – like all natural
processes – subject to the limits of nature. These boundaries have been
pushed back with great success during the past several decades, but
that does not mean this can continue indefinitely.
More and more analysts are beginning to realize that the trend of

steadily rising yields over recent decades may not continue in the
future. Identifying the need for raising the genetic yield potential of a
crop and being able to do so are not the same. In the United States,
for example, corn yields have more than tripled since mid-century.
Soybean yields, meanwhile, have gone up by roughly half, or only
one-sixth as much as corn. Even though the crops are produced by
the same farmers on the same land, farmers have not been able to
raise soybean yields much at all, even though a bushel of soybeans is
worth more than twice as much as a bushel of corn. Despite a pow-
erful economic incentive to raise soybean yields dramatically, no one
has been able to do so (USDA/ERS, 1993a).
Contrary to popular opinion, biotechnology is not an agricultural

panacea that will end hunger. Perhaps the best assessment of the
potential contribution of biotechnology is by Donald Duvick, former
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director of research at the Pioneer Seed Company. He points out
the two main ways to use biotechnology. One is to map the genetic
structure of crops, such as wheat, rice, and corn; linking specific genes
to specific traits can be an invaluable aid to plant breeders. The other,
a unique contribution of biotechnology, is the transfer of germplasm
from one species to another (Duvick, 1994).
Biotechnology can be used to breed resistance to diseases and

insects or to raise the genetic yield potential of the crop. The new
technology is likely to make its earliest contributions in the former,
either in reducing the need for pesticides or in lowering crop losses.
In either case, these are likely to be local solutions, because plant dis-
eases and insects tend to be location specific (Duvick, 1994).
In the all-important area of raising the genetic yield potential of

major crops, nothing is in prospect. Nor would it be wise to count on
any major contribution on this front, simply because so much of this
potential has been exploited using conventional plant-breeding tech-
niques. Despite the astounding gains in molecular biology, which pro-
vides the foundation for harnessing the potential of biotechnology,
expansion of food output through this new technique thus far has
been limited. Duvick (1994) notes that, although we have had great
hopes for contributions from biotechnology for the past 20 years, the
projected date when this new research tool would make a meaningful
contribution to plant breeding has ‘‘receded annually, staying always
five to ten years in the future.’’
In summary, no prospective breakthroughs in plant breeding are

likely to lead to dramatic jumps in food output similar to those re-
sulting from the hybridization of corn or the dwarfing of wheat and
rice. Minor incremental gains in raising the genetic yield potential of
major crops will continue, but many of these will be localized, the
result of breeding efforts tailored to specific local conditions.
In semi-arid Africa, where yields have risen little, the prospects for

sharply increasing output during the next four decades are no better
than they were for Australia’s farmers, who boosted wheat yields by
less than half between 1950 and 1990. Every country that has multi-
plied its yields has relied heavily on the same basic combination of
water (either from relatively generous rainfall or from irrigation),
fertilizer, and grain varieties that are highly responsive to fertilizer.
Those that lack water are severely handicapped in efforts to raise
yields dramatically (USDA/ERS, 1993a).
A further troubling element is the declining public support for

agricultural research both within individual countries and at the
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international level. Research played a major role in developing the
fertilizer-responsive grain varieties that have helped double and
triple yields. It also helps maintain yield gains in the face of new
insect, disease, and environmental threats. Declining investment has
recently extended to the international research centres, such as the
International Rice Research Institute in the Philippines and the Inter-
national Maize and Wheat Improvement Centre in Mexico, both part
of the network known as the Consultative Group on International
Agricultural Research (CGIAR). Overall CGIAR funding dropped
in 1993 and again in 1994; this decline was largely driven by a sharp
drop in the US core contribution – from US$43 million in 1992 to
US$28 million in 1994, a cut of 35 per cent.6

Turning the tide

Elements of a global food and population strategy are beginning to
emerge. In April 1994, the United Nations Population Fund (UNFPA,
from its original name) sketched the outlines of a bold effort to sta-
bilize world population at 7.8 billion by the year 2050. This plan is a
broad-based one that includes filling the family planning gap, raising
the level of female education, and pressing for equal rights for women
in all societies. There is no reasonable alternative to such an effort
(UN General Assembly, 1994).
UNFPA has presented a budget for the family planning part of this

programme. It includes providing counselling and services not only to
the 120 million women who want to limit the size of their families but
who lack the means to do so, but also to an additional 230 million
couples who will need to plan their families if population is to stabi-
lize by 2050. In the early years, the budget also provides for the
training of family planning workers, which is one of the keys to the
rapid expansion of services. But the programme does more than just
provide family planning services. It includes information activities for
public education, such as working with the mass media and schools,
and the expansion of reproductive health care. It also has a compo-
nent to control sexually transmitted diseases, including, importantly,
the spread of the HIV virus. And, finally, it covers the population
data collection, analysis, and dissemination needed for public educa-
tion and policy formulation.
Implementing the proposed UNFPA Programme of Action requires

an estimated US$11.4 billion in 1996, gradually rising to US$14.4
billion in 2005 (see table 18.3). Of this total, roughly two-thirds is
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to be mobilized within developing countries themselves. The com-
plementary resource flows from donor countries would increase to
US$4.4 billion (1993 dollars) in 2000, rising further to US$4.8 billion
in 2005 (UN General Assembly, 1994; Brown and Wolf, 1988).
Achieving the UNFPA’s fertility reduction goals will require sub-

stantial increases in female education. Although this would contribute
simultaneously to economic progress and lower fertility, in many
countries, such as Nepal, Ethiopia, and Senegal, fewer than half the
girls of primary school age are in class. Almost all governments have
adopted universal primary education as a goal, but many have seen
their educational system overwhelmed by the sheer number of chil-
dren entering school. The governments of high-fertility societies can-
not realistically hope to rein in population growth without broadening
access to education and thus providing women with options beyond
childbearing (World Bank, 1993).
Fulfilling this social condition for a more rapid fertility decline will

require a heavy investment in both school building and teacher train-
ing. Providing elementary education for the estimated (UN General
Assembly, 1994) 130 million school-age children not now in school
(70 per cent of whom are female) would cost roughly US$6.5 billion
per year (Summers, 1992). Providing literacy training for those men
and women who are illiterate and beyond school age (UNDP, 1993)
would require an additional estimated US$4 billion per year.
On the food side of the equation, we at Worldwatch have focused

Table 18.3 Global food security budget, 1996–2005 (US$ billion)

Year
Family
planning

Primary
education

Adult
literacy

Soil
reforestation

Agricultural
and conser-
vation

Forestry
research Total

1996 11.4 3.0 2.0 2.4 4.5 1.0 24.3
1997 11.8 4.0 2.5 3.2 9.1 2.0 32.6
1998 12.3 5.0 3.0 4.4 13.6 3.0 41.3
1999 12.7 6.0 3.5 5.2 18.1 4.0 49.5
2000 13.2 6.5 4.0 5.6 24.0 5.0 58.3

2001 13.4 6.6 4.0 6.0 24.0 5.0 59.0
2002 13.7 6.7 4.0 6.4 24.0 5.0 59.8
2003 13.9 6.8 4.0 6.4 24.0 5.0 60.1
2004 14.2 6.9 4.0 6.8 24.0 5.0 60.9
2005 14.4 7.0 4.0 6.8 24.0 5.0 61.2

Source: Brown and Kane (1994).
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in table 18.3 on protecting the soil and water resource base and in-
creasing the investment in agricultural research. At the root of food
scarcity in many developing countries is the loss of vegetation from
deforestation, overgrazing, and overploughing. As vegetation is de-
stroyed, rainfall run-off increases, reducing aquifer recharge, increas-
ing soil erosion, and, in turn, lowering the inherent productivity of
the ecosystem.
Where firewood is scarce, crop residues are burned for cooking

fuel, thus depriving the soil of needed organic matter. Adding trees
to the global forest stock is a valuable investment in our economic
future, whether the goal is to satisfy the growing firewood needs in
the third world or to stabilize soil and water regimes. Accordingly, we
have included in our global food security budget a massive refor-
estation plan – totalling US$5.6 billion a year by the end of the 1990s
(FAO, 1983).
More than 1 billion people live in countries that are already expe-

riencing firewood shortages. Unless corrective action is taken, that
number will nearly double by the year 2000. An estimated 55 million
ha of tree planting will be needed to meet the fuelwood demand
expected then. In addition, anchoring soils and restoring hydrological
stability in thousands of third world watersheds will require tree
planting on some 100 million ha (FAO, 1983). Considering that some
trees would serve both fuelwood and ecological objectives, a total of
120 million ha might need to be planted. An additional 30 million
ha will be needed to satisfy demand for timber, both local and for
export, and for paper manufacturing. If this tree-planting goal is to be
achieved during the next decade, the effort would need to proceed
somewhat along the lines outlined in table 18.3, with annual plantings
gradually expanding during the next several years.
Estimating the cost of reforesting an area equivalent to 150 million

ha varies widely, according to the approach taken. Numerous studies
by the World Bank and other development agencies show costs rang-
ing from US$200 to US$500 per ha for trees planted by farmers as
part of agro-forestry activities, and up to US$2,000 or more for com-
mercial plantations (World Bank, 1992; Spears, 1983). Farmers’ costs
are lower, mainly because the labour to plant, maintain, and protect
the trees is contributed by the family. The effort is seen as an invest-
ment in family welfare, much as home gardening uses family labour
to reduce food expenditures.
In estimating the cost of establishing tree cover, it is assumed that

the great bulk of the 150 million ha will be planted by local villagers
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and that the average cost will be US$400 per ha, including seedling
costs (Anderson and Fishwick, 1984). At this rate, tree planting
expenditures would total some US$53 billion, just under US$6 billion
per year during the next decade.
Planting trees to restore watersheds, thereby conserving soil and

water, complements the expenditures on soil conservation by farmers.
To calculate the cost of a global effort to stabilize soils, data are used
from the United States (USDA, 1992), from which Worldwatch esti-
mates that roughly US$3 billion a year would be needed to stabilize
soils on US cropland. First, it is assumed that one-tenth of the world’s
cropland cannot sustain cultivation with any economically feasible
soil-conserving agricultural practices (WRI, 1994) – roughly the same
proportion as in the United States. This would equal some 128 million
ha worldwide. Applying the cost of converting such land to grassland
or woodland in the United States, at US$125 per ha as a first approx-
imation, the global cost would be US$16 billion per year (USDA/
ERS/RTD, 1993). If expenditures to conserve topsoil on the remain-
ing erosion-prone cropland (another 100 million ha) are comparable
to these – disregarding, for the purpose of illustration, the vast dif-
ferences in land tenure and farming methods that characterize farm-
ing in different regions – a global programme of conservation prac-
tices enacted by 2000 would cost an additional US$8 billion annually.
By 2000, when both the cropland conversion programme and the

full range of needed soil-conserving practices are in place, global
expenditures to protect the cropland base would total some US$24
billion per year. Although this is obviously a large sum, it is less than
the US government has paid farmers to support crop prices in some
years. As a down-payment on future food supplies for a world
expecting at least 2 billion more people, US$24 billion is an invest-
ment humanity can ill afford not to make (USDA/ERS/RTD, 1993).
As mentioned earlier, at a time when the backlog of yield-raising

technologies is shrinking, international expenditures on agricultural
research are diminishing. The urgency of reversing this trend is obvi-
ous. A remarkably successful international network of 17 agricultural
research institutes, ranging from the International Maize and Wheat
Improvement Centre in Mexico to the International Rice Research
Institute in the Philippines, identifies gaps in global agricultural
research and systematically fills them. Tied together under the
Washington-based Consultative Group on International Agricultural
Research, this network has been the source of many agricultural
advances of the past few decades.
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Despite its widely recognized success, funding of this network,
which climbed from US$20 million in 1972 to US$319 million in 1992,
dropped to an estimated US$285 million in 1994 – a decline of more
than one-tenth.7 Worldwatch is proposing that investment in the
international network of 17 research institutes be increased to
US$500 million by 2000. At a time when every technological advance,
however small, is needed to help buy time to slow population growth,
investment in these centres should be rising, not falling.
Beyond the funding of this key network, there is a need to expand

agricultural and forestry research broadly in the effort to boost food
production on a sustainable basis. Among the more pressing research
needs are deforestation, soil conservation, and the adaptation of
internationally available technologies to local conditions. The World
Bank (1992) estimates that filling this gap would take US$5 billion
per year.
In summary, the food security budget outlined here, including

needed expenditures on both sides of the food/population equation,
would start at US$24 billion in 1996, increasing rapidly to just over
US$58 billion in the year 2000, and then grow much more slowly,
reaching US$61 billion by 2005. At the 2005 level, this would amount
to less than one-fourth of current US military expenditures. Although
the budget is described as a food security budget, it is also a political
stability budget – an investment in an environmentally sustainable,
politically stable future (Schmitt, 1993).
The growth in food output is also being slowed by the decline in

public investment in agriculture in developing countries, particularly
in building the physical infrastructure needed to support agricultural
progress. This includes farm-to-market roads, improved local grain
storage facilities, and maintenance of irrigation systems. At the insti-
tutional level, there is a need for an extension service not only to
disseminate new technologies from the research stations but also to
help farmers adopt soil-conserving farming practices and increase
irrigation efficiency.
Aside from the global food security budget, which involves public

expenditures, there are several needs that are best satisfied by
reforming economic policies, especially those that deal with water
efficiency. With water becoming increasingly scarce, future gains in
irrigation depend heavily on the more efficient use of irrigation water.
The key to this is to remove the subsidies that provide farmers with
free water or water at a nominal cost. Only if farmers pay market
costs for water will they make the needed investments in irrigation
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efficiency (Postel, 1992). Such policies may seem like environmental
or agricultural policy, rather than urban policy. But if the world’s
cities are to be fed, then such policies sit squarely among the prior-
ities of urban planners.

Notes

1. European land set-aside from Dan Plunkett, USDA, Washington, D.C., private communi-
cation, 20 October 1993.

2. Annual population increase from Center for International Research, US Bureau of the
Census, Suitland, MD., private communication, 26 March 1993.

3. Calculated using yield data from USDA/ERS/RTD (1993).
4. Unless otherwise indicated, data in this section are taken from FAO, Production Yearbook
(various years), FAO, Fertilizer Yearbook (various years), and IFA (1992).

5. Center for International Research, US Bureau of the Census, Suitland, Md., private com-
munication, 2 November 1993.

6. Private communication from Heinrich Von Loesch, Information Services, Consultative
Group on International Agricultural Research, Washington, D.C., 7 April 1994.

7. Private communication from Heinrich Von Loesch, 13 April 1994.
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