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INTRODUCTION 

Virtually all governments in the world either are or have been liberalizing their 
economies through programmes of `structural adjustment' that ranges from relaxing 
external trade, capital and financial regulation, to reforming government and public 
sector operations, freeing domestic prices and interest rates, and privatizing a wide 
range of economic activities. Part of this process of reform has often included 
administrative and financial decentralization of governmental power to a local level. 

Macro economic reform has important implications in reshaping the economies of 
cities. Decentralization makes possible greater power at the city level to initiate or 
facilitate economic change, to react to the implications of national structural 
adjustment. 

This is the central theme of the three papers reproduced here. The first discusses 
some of the general implications of macro economic liberalization for what cities do 
economically. The second looks more closely at one city, Bombay, in the context of 
India's reform programme. The third summarizes how five European cities reacted 
to structural adjustment in Europe and in what kind of economic activity cities seem 
to be coming to specialize in a globally integrated economy. 

The first was produced for a conference in Nagoya in 1991; the second for a 
conference in Bombay in December 1992; the third, commissioned by USAID, was 
presented at a workshop in Warsaw for officers of the city corporation in December 
1993.
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1. THE GLOBAL ECONOMY, FLEXIBILITY AND URBAN DEVELOPMENT 

Introduction 

Cities are the most dynamic component in the 
territorial economy. As a result, they reveal most 
swiftly the functional effects of changes taking place 
in the wider economic context. The more extensive 
the economy, the more dramatic these changes in 
function may be. In our own times, the effects of the 
discontinuous emergence of an integrated global 
economy can be expected therefore to have profound 
effects on cities i . However at the moment these can 
only partly be predicted, so there can be only an 
equally partial understanding of the reshaping of the 
functions of cities. The processes of reshaping set the 
main agenda for urban development. 

The contrast between the old order and the new could 
scarcely be sharper. The features of the old are 
familiar : semi-closed national economies, with a 
predominant directing role by the national 
government, often employing a public sector 
encompassing a significant part of the national 
economy. The old Master Plan for cities fitted this 
model of the economy, with its emphasis upon 
mandatory controls embodied in what was thought to 
be a physical order which changed only slowly and in 
ways which could be predicted. 

Today, however, almost permanent `structural 
adjustment' in both developed and developing 
countries is required to reshape the domestic economy 
to fit increasingly demanding and changing external 
circumstances. Flexibility becomes the most important 
characteristic of the economy, of government, of 
enterprises and individual capacities. For national 
governments, liberalization, privatization, 
decentralization have emerged as an interdependent 
package of policies to enhance this flexibility. 

The search for flexibility covers all key aspects of the 
institutional structure and the labour force. The end of 
the command economies in the old Soviet Union and 
its allies in Eastern Europe  has been paralleled by the 
end of the command corporation in Europe and 
North America. The  corporations which retained 
some of the old rigid structures - from General 
Motors to IBM - have been found, despite their great 
size, to have no special position which protects them 
from the restructuring required to survive. More 
successful corporations have spun off in independent 
enterprises a larger and larger area of their former 
activities - Ford, for example, which in the 1950s 
produced some 90 per cent of its components and 
services in-house, in the 1980s, was producing only 40 
per cent. Outsourcing in large companies in the 
European Community is said to have increased by 25 

per cent in the 1980s, and it is expected to increase by 
a further 30 per cent by 1995. Furthermore, within the 
company, the management cult of `empowering' semi 
autonomous worker groups to manage all aspects of a 
section of the production system, free of the old 
elaborate hierarchical structures of authority, is a 
further enhancement of production flexibility. Thus, 
the industrial landscape is tending to becoming 
dominated by increasingly specialized corporations, 
woven into networks of alliances and contractual 
relationships  which make possible much higher levels 
of flexibility, interdependence and risk reduction. 

The growth areas of employment are, in many 
developed countries, outside the old ranks of stable 
guaranteed 40 hour weeks, in self-employment, in 
part-time, temporary work, subcontracting and 
outsourcing. Indeed, in employment terms, the 
developed countries seem sometimes to be copying 
the developing, particularly in the creation of a 
significant informal or black economy. The old 
Welfare State, guaranteeing from cradle to grave a 
minimum standard of livelihood to all citizens, like the 
very much more modest Chinese iron rice bowl, 
suddenly appears to be quite incompatible with this 
need for flexibility, to continually adjust domestic 
economic relationships to changes in the world at 
large. 

Given this apparently unending process of adjustment, 
the agenda of urban development contains more 
unknowns than possibly ever before.  Furthermore, 
city authorities cannot take for granted that their 
citizens are any less volatile  than world economic 
forces in accepting what public authorities think is in 
their interest. There may be a complete unwillingness 
to pass from the stable environment of urban activity 
to the `flexi-city', one capable simultaneously of 
withstanding disaster and exploiting new 
opportunities. Flexibility in this context involves 
higher rates of both creation and destruction of 
activity, and it may well be that, in the minds of the 
citizens, the benefits of the first are more than 
outweighed by the costs of the second. 

Structural Adjustment 

The classical economists were agreed, following Adam 
Smith, that the extent of the market determined the 
degree of specialization. If the proposition is correct, 
it follows that creating a single global economy - albeit 
still only partially accomplished - would enforce much 
enhanced patterns of specialization on countries, cities 
and companies. Within a national economy, cities are 
already highly specialized - no one city produces an 
identical output to another ii . This may not appear at
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the high levels of statistical aggregation which are 
normally employed, but disaggregation frequently 
reveals as much complementarity between cities as 
duplication. 

The enhancement of specialization that flows from the 
liberalization of external trade is destructive as well as 
creative. Perhaps the degree of deindustrialization of 
many of the older industrial cities of the developed 
countries is an example of the painful effects in this 
respect. Recession is the occasion when firms which 
have failed to update their equipment in the past 
period are eliminated, when the old structure is 
violently `adjusted'. The severe downturns of the 
seventies had just that effect in these cities. For 
example, New York lost some 35 per cent of its jobs 
in manufacturing in the seventies, and London 
something of the same order (the 800,000 jobs in 
manufacturing lost in London between 1960 and 1988 
were in the main bunched in the period 1973 to 1981). 
The contraction in manufacturing employment was an 
important factor in the population loss in many of the 
older industrial cities in Europe and North America at 
the same time - what was known, at the time, as 
deurbanization iii . 

The shifts in the global distribution of industrial 
capacity of which deindustrialization is one example, 
show a continuing decline in the comparative 
advantage of developed countries in key sectors of 
manufacturing iv . Manufacturers will continue to search 
for offshore sourcing in the attempt to survive in 
conditions of heightened competition by locating 
where there are lower costs of labour (without 
significant declines in labour productivity) and other 
factors, less restrictive conditions of production, lower 
land and facility costs, tax advantages etc.. The process 
is likely to be exaggerated in the future by the 
demographic aging of the populations of the 
developed countries having the effect of radically 
reducing the supply of young workers for 
manufacturing while considerably increasing the 
demand for labour intensive services for the aged. 
Competition from countries with a young labour force 
restricts the capacity in developed countries to employ 
older workers in manufacturing, particularly where pay 
rates and benefits increase with seniority but 
productivity declines v . 

The movement of manufacturing capacity from 
developed to developing countries is only one 
dimension of the mobility of industry, so apparent in 
the most mobile sectors - for example, garments, semi 
conductors etc.(both of which also rely in part upon 
the increased mobility of capital). It appears to be no 
longer the case that these sectors depend to the same 
degree  upon agglomeration economies, on 
concentrated locations, so that they can assume a quite 
dispersed territorial distribution. However, this may be 

true only of modern manufacturing companies in 
developed countries; smaller manufacturing 
companies in developing countries frequently cluster 
together, still heavily dependent upon external 
economies and close locational linkages. 

An integrated world requires vast and increasing 
movement of people, goods, services, finance and 
information. In manufacturing, this is not simply 
movement of inputs to the final output made in other 
countries. An integrated world market appears to be 
characterized by great unpredictability, volatile - even 
capricious - demand. In the past, larger stocks would 
have been required to meet fluctuations in demand, 
but the logic of modern manufacturing has been to 
tailor output more closely to demand and minimize 
stocks in an economy. The combination of these 
elements makes absolutely reliable and rapid 
movement of materials and components vital. New 
technology has made it possible to achieve new 
standards both of quality control and of monitored 
movement, of linking semi-autonomous sections of a 
geographically dispersed manufacturing system in 
continuous flow, servicing retail outlets on a daily or 
even hourly basis. Buyers heavily pressurize overseas 
suppliers to cut their order cycle time to reduce or 
eliminate inventories. There is thus a very high priority 
on efficient junction points permitting high speed 
interchanges in these flow systems since it is there 
where disaggregation and aggregation of cargo occurs 
that the highest costs are incurred. 

The role of the city as the junction point in the flows 
of people, goods, services, finance and information is 
fundamental. The transport system (including here the 
means to move information, for example, through 
telecommunications) becomes increasingly crucial in 
determining the economic future of cities. The 
congestion in air traffic or road movements is a 
painfully familiar illustration of this. In all cities, it 
seems, the flows of vehicles are increasing 
considerably faster than the means to accommodate 
them. 

Because the costs of creating adequate infrastructure 
are so high, a good transport system in one city 
constitutes a significant barrier to the entry into 
competition of other cities. New York, for example, 
has the largest telecommunications facilities in the 
United States, and fully a third of the national fibre 
optics network. 

Nowhere is this increase in movement (and speed) so 
apparent as in the field of global financial transactions. 
Consider the growth in just one sector, the stock of 
international bank lending (that is, cross border 
transactions and foreign currency loans to home 
borrowers): from $324 billion in 1980, to $7.5 trillion 
in 1989, to $17.1 trillion in 1989 vi . International bank
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lending is only one component of the financial flows. 
A major part of the total emanates from London, New 
York and Tokyo, reshaping their respective central 
business districts and interacting on a daily basis with 
all other leading banking centres. The growth has had 
the effect of accelerating the distillation of land uses in 
financial quarters, expelling through the operation of 
high land costs all activities that do not relate directly 
to the financial field or its support services 
(accounting, actuaries, lawyers, special printing, 
information services, computing, advertising, 
management consultancy etc.). Even in the financial 
field, labour intensive activities - for example, the bulk 
of employment in insurance - is expelled (there are 
now no newspapers on Fleet Street). Urban 
development has to be closely interwoven with these 
rapid processes of growth and change if it is to be 
effective. 

Furthermore, despite technological innovations, there 
seems to be a continuing persistent pressure to 
concentrate financial services in a few centres where 
the external economies are greatest. Although the net 
of linkages drawing in new investors becomes 
increasingly wide - a speculator in Kuala Lumpur can 
buy by telephone wheat futures in Chicago - the net is 
itself focused on only a handful of cities, controlling 
centres. These are pre-eminently the three cities 
mentioned earlier, but  the rise of Hong Kong, 
Singapore, the Caribbean offshore centres and others 
shows that newcomers can still break into the global 
market, particularly where the regulatory regime or 
political changes in the old centres affect profits vii . 

City Government 

If the national command economy - whether in its 
strong Soviet form or its mild European Keynesian 
version - seems to have become incompatible with the 
flexibility required to operate in global markets - 
where does this leave the old rigid structures of State 
power? As mentioned, privatization is one attempt to 
accommodate markets, and there are many more 
experiments in creating autonomous cost centres in 
the public sector, financially independent public 
hospitals, schools, universities etc.. In Britain, 
segments of the civil service are similarly being 
encouraged to become separate financial entities, 
subject if not always to market disciplines, then to 
internal competition (and sometimes, competition with 
private providers of public services). 

The process is a response to a changed context, but it 
also reflects the weakening of State power compared 
to its old form, illustrated in the difficulties of macro 
economic management (not least, in the recent 
wounding of the European Exchange Rate 
Mechanism). The continuing discussion of - and 
sometimes action on - the decentralization of central 

government powers and finance to local authorities, to 
private agencies and non-government organisations is 
a related question. Of course, it is difficult in a 
political system to conceive of government 
relinquishing much of its power of patronage, but 
even where it is reluctant to do so, there are signs of 
local government seeking to expand its role. 

In Colombia, apertura (opening to world markets, or, 
more specifically, turning the Andean Pact into a free 
trade area, linked, hopefully to the North American 
Free Trade Agreement between Mexico, the United 
States and Canada) has gone with radical 
decentralization of power. Cities have been obliged to 
assume responsibilities formerly vested in the national 
government. Mayors have sought to assess more 
closely the comparative advantages of their city in a 
new field of competition that includes not just cities in 
their own country, but those in many countries viii . 
What will Bogota's role be vis-a-vis Mexico City or 
Lima or Houston?  Old discussions of `urban 
hierarchy' or population decentralization within the 
national boundaries are being superseded by a much 
wider set of preoccupations - and understandable 
worries about a quite new set of possible threats to 
survival. 

Europe provides the unresolved extremities of these 
questions, simultaneously creating a supranational 
State in Brussels as well as empowering regions and 
cities. The decentralization of government power 
seems most advanced in France, where regions and 
cities have acquired significant powers in the eighties 
to seek to shape local economies. The Europe of the 
regions is still more talk than action, but perhaps it 
indicates some loosening of the old structures of 
national State power. Hitherto centralization has been 
held in place by fierce military competition but the 
ending of the Cold War has perhaps relaxed this 
imperative. The break up of the old Soviet Union has 
a different interest here since political disintegration 
seems to have been accompanied by the aspiration to 
achieve integration with global markets in general and 
the European Community in particular - political 
fission going with economic fusion. 

The emerging city economy 

In summary, then, the large city in developed 
countries is emerging with patterns of specialization 
less related to the fixed location for the production of 
goods, more to the management of global flows, a role 
as economic switchgears of movements, the sources 
and destinations of which are largely unknown. After 
more than two hundred years in which `urban' and 
`industrial' have been almost synonymous, 
manufacturing has now become increasingly rural and 
dispersed. Agglomeration economies may now  have 
more powerful effects for particular types of services,
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pre-eminently finance, but also markets, transport, 
tourism, culture, education and health. 

Agglomeration economies also affect important 
complexes of research and development. Silicon 
Valley concentrates a mass of small innovative 
companies, university, government and corporate 
research centres ( with their associated manufacturing 
plants dispersed in often solitary locations in Mexico, 
south east Asia etc). The precondition for this 
concentration is a critical mass of workers with 
advanced scientific and technical skills, very 
economical access to global information flows and to 
venture capital. In turn, the highly skilled labour force 
is held in place by high quality services and amenities - 
housing, education, leisure facilities, a pleasing 
environment and good security. Silicon Valley is 
neither urban nor rural, but its characteristics illustrate 
some of the features cities must emulate in order to 
secure their economic survival at high levels of 
productivity and income. 

Many cities, in the context of a global economy, have 
been seeking to assess their comparative advantages as 
the basis for their growth in the next century. London 
has recently completed one of a number of studies in 
this connection ix , in order to assess the city's strengths 
relative globally to New York and Tokyo (with some 
reference to Los Angeles and other cities), and in 
European terms, relative to Paris, Frankfurt and other 
cities. In the process of assessing the extraordinary 
dominance of London in key sectors of international 
finance, the authors emphasize how important in 
maintaining this is the quality of life in the city for the 
800,000 who work in finance. This immediately makes 
relevant new elements in the equation, covering the 
economic significance of culture, employing a quarter 
of a million people in the city (museums, music, 
painting, film, drama etc), of parks and handsome 
neighbourhoods, of education and health facilities as 
well as pollution, crime and accident rates, and the 
persistence of sheer poverty. London's weaknesses are 
less in its main role, finance, but in the support 
activities of daily life (including the quality of 
transport). It is not enough for city authorities just to 
make cities work efficiently in their main roles to 
sustain the workforce which creates its income. 

However, ensuring the quality of life may be 
increasingly difficult for a number of reasons. First, 
some have argued x that the deindustrialization of the 
large cities in developed countries removes a 
significant section of middle income earners while the 
disproportionate growth in the particular types of 
services characteristic of large cities sustains a high 
demand for the unskilled, willing to work at wages 
well below native expectations. The result, it is argued, 
is the growth of native poverty in the cities while 
important unskilled services are either not undertaken 

(the costs become prohibitive) or lead to high 
immigration from developing countries of workers 
willing to work at the wage on offer. Certainly, the 
continuing cosmopolitanization of the population of 
the great cities of, particularly the United States and 
Canada, but also to a lesser extent, of Europe is 
striking, as is also in some developed countries, the 
apparent growth of urban poverty associated with high 
youth unemployment rates and a radical reduction in 
publicly provided support programmes. On the other 
hand, it is said, Mexican illegal immigrants to Los 
Angeles have made possible the highest rate of growth 
in the United States of the garment industry (with the 
capacity to compete with imports from developing 
countries), and thereby expanded the total demand for 
American labour (as supervisors, technicians, 
managers, designers, as well as suppliers of machinery, 
inputs etc.) xi . 

Urban Development 

It is wrong to see cities as simply competitive. For, as 
mentioned earlier, each city produces a unique output, 
complementary to, as well as competitive with, that of 
other cities. Global integration will - for the reasons 
noted earlier - enhance specialization, enhance the 
tendency for each city to capture a set of specialized 
niches in global, national and regional systems of 
production of goods and services. They will not be a 
stable set simply because of the competitive context - 
innovations will constantly tend to reshuffle locations, 
making possible a new output, new ways of making 
the old output, bringing into activity the elements 
which had not until then constituted resources. But 
cities that have succeeded in creating a labour force in 
which innovations are continually generated can 
replenish the set of niches and restructure the 
economy without grave disturbances. After all, every 
rapidly growing economy is destroying subsectors as it 
creates new ones, and doing so, in general, without 
disasters. 

This point indicates the central  issue of public 
leadership in urban development : how to enhance the 
productivity of the labour force. Pursuit of that aim 
has many ramifications, from close attention to the 
training and education of the workforce, to providing 
a framework which both encourages the initiative of 
workers at all levels and allows for the 
accommodation of rapid change, change which is both 
unpredictable and includes both creation and 
destruction of activities. The capacity to innovate must 
go with a positioning of the city in growing markets, 
with high speed responses to changes in demand and 
to innovations elsewhere. Part of the framework is the 
provision of a first rate infrastructure to facilitate 
economic activity  particularly in energy, transport and 
telecommunications. In particular, the speed and ease 
of access by air, land, and sometimes by sea, the ease
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and cheapness of intermodal transfers, will be of 
growing importance in generating a city's income. All 
of this requires an adequate quality of life for the 
citizens if they are to be persuaded to stay and work in 
the city, to contribute their innovations to the local 
economy. 

This is an agenda remote from the old concerns of 
urban planning, or rather the ordering of priorities has 
changed and the implied powers vested in the city. 
Mandatory land use regulation becomes of much 
lesser relevance than indicative guidance in economic 
activity. That in turn implies that the task of planning 
is not control and regulation of unruly and anarchic 
market forces, but rather the facilitation of markets 
and the efforts of people. The citizens become, not 
primarily a threat to order, but rather part of the 
alliance that sets the city in motion. 

In practice, we are far from this model. Many local 
government officers still see themselves as guardians 
of civilization against the forces of anarchy, with little 
perception of the particular strengths of the local 
economy and even less, a perception of how these 
might be enhanced. Since they are most often 
hectically engaged in immediate political issues, 
preoccupied with service provision with inadequate 
funds etc., they have little time to develop the styles of 
an entrepreneurial facilitating local government. 

However, economic crisis frequently forces changes 
that allow the underlying trends to be expressed. In 
Europe and North America, rapid increases in urban 
unemployment and in inner city dereliction in the 
seventies forced the economy on to the agenda of city 
government. By 1974, for example, three quarters of 
British local authorities were bending efforts to 
stimulate local employment by offering assistance to 
attract inward investment, offering loans and grants to 
reduce the costs of investment, setting up offices to 
advise potential investors of how to put together 
packages of assistance from national sources, 
preparing industrial sites and providing supportive 
services (particularly for small firms), and making 
major efforts to promote their cities as ideal 
investment locations. 

The effects of this continuing activity from a local and 
national viewpoint are not clear. Some analysts have 
argued that the programmes could make little 
difference since there is a stock of jobs, fixed by 
prevailing levels of wages and productivity, and the 
performance of the national economy. At their most 
effective, on this account, successful local authorities 
merely redistributed jobs between localities; at worst, 
they wasted public funds since the investment would 
have taken place where it did without inducements. 

However, the criticisms are a little harsh, precisely 
because local authorities in Britain lacked sufficient 
autonomy to undertake serious initiatives; in any case, 
high spending cities were consistently
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penalized by the national government. In the United 
States, the picture has more successes. Furthermore, 
even when the national government introduced a 
plethora of programmes to deal with inner city 
dereliction, its success was not much greater than that 
of the local governments xii . While many governments 
in Europe have been decentralizing powers, the 
British up until quite recently were tending to increase 
the centralization of government as a mechanism to 
control public spending, with understandable effects at 
the level of local authority initiative. 

However, the point illustrates how important is the 
national administrative and financial framework in 
making possible the initiative of local government. 
While many governments in developing countries 
remain so highly centralized, it is impossible to 
mobilize lower echelons of the public bureaucracy to 
seek to push local development - and as a result, the 
efforts of a significant part of the population remain 
untapped. However, if the arguments suggested here 
have some validity, the trend is likely to be towards 
greater local autonomy and a changed style of 
operation, which in turn makes necessary a leadership 
role for local authorities in economic growth.
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2.  BOMBAY IN A GLOBAL ECONOMY : STRUCTURAL ADJUSTMENT 
AND THE ROLE OF CITIES 

The paper assumes, but does not argue, that the 
present phase of capitalism is characterized by 
continuing economic integration, such that one can 
begin to perceive a single global economy emerging 
from what have hitherto been constituent national 
parts. The process affects to different degrees capital, 
commodities and labour. However, most theorization 
about economies is still dominated by assumptions 
about national economic autonomy, the characteristic 
feature of the preceding phase of the system, lasting 
for more than a century. 

`Structural adjustment' as employed here is not 
primarily concerned with short term adjustment 
(associated, for example, with the World Bank's 
Structural Adjustment lending programme to Sub 
Saharan Africa), but rather with the continuing 
reshaping of national economic activity, of company 
structure and behaviour and the reaction of labour 
forces to increasing integration - or, the same thing, 
exposure to the predominant influences of external 
markets. The reshaping is essentially one in which 
local and changing comparative advantages in a world 
economy are developed and enhanced, while other 
features of the local economy are eliminated. Such 
processes are characteristic of all forms the economy, 
especially the more dynamic is the pattern of growth. 
In principle the change need not cause alarm, although 
it is clearly important for economic managers to have 
timely warning of dangers to existing activity. 

The type of global economy which is emerging is still 
only imperfectly apparent, but there is no reason to 
believe that poor countries or poor people within poor 
countries are peculiarly disadvantaged by integration. 
On the contrary, it is national economic restrictions in 
the developed countries which inhibit the full 
development of the comparative advantage in cheap 
labour in developing countries. Integration can thus, 
for the first time, bring into world production the 
masses of  underemployed 
workers of developing countries, a result clearly on 
the record impossible in the old order of nationally 
separate developing economies. 

Nor is there evidence to suggest that external 
liberalization increases income inequalities. On the 
contrary, what evidence exists suggests the reverse - a 
semi closed national economy can lead to  the greatest 
income differentials, and can particularly distort the 
productive system in favour of upper income 
consumption. 

In any case, the choices on integration seem to grow 
increasingly limited. Without joining the process, at 

best a country risks losing both capital and labour to 
the rest of the world; at worst, facing
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the sort of problems afflicting the old Soviet Union, 
culminating in the disintegration of the country and a 
forced programme of precipitate reform with very 
severe damage to popular livelihood and the basic 
economy. 

Bombay 

The degree of Bombay's internationalization is, by 
standards elsewhere, still quite modest, and the pace 
of change of the city's output relatively slow. 
However, it has changed and reduced its 
disproportionate  dependence upon manufacturing (in 
1962, manufacturing supplied 41 per cent of the city's 
jobs and generated 50 per cent of the income), 
permitting it to play the more important role of 
financial capital of India (including the headquarters 
of most major domestic and foreign banks and 
corporations, the nearest equivalent to a national stock 
exchange, the development banks, Reserve Bank of 
India etc.). 

However, the character of the city's manufacturing 
also give it a key role as supplier of consumer and 
other durables (television sets, two and four wheeled 
vehicles and parts, refrigerators, pumps and motors) to 
a growing market of middle income buyers, a market 
on some estimates as large as 125 million. By contrast, 
Calcutta, so crucial for the macro economic strategy 
of the second Five Year Plan, has hardly recovered 
from the great shift away from public sector heavy 
industrial development. 

In general, cities in developing countries have a lower 
degree of specialization than those in developed 
countries, a feature that arises from - among other 
things - the high costs of movement which inhibit the 
emergence of national interdependence. Large cities 
thus aggregate to themselves activities which, in a 
better developed transport system, might be spread 
among several cities.  Modern activity frequently 
clusters closely around those concentrations of 
infrastructure and skilled workers which are the cities. 

External liberalization will tend to enhance 
specialization. The process of developing external 
market-enforced specializations in some fields, 
however, is matched by losing them in others. Most 
obviously threatened are those sectors which have 
been important in the import-substitution strategy, 
whose survival depends most heavily on the 
continuation of protection. 

The data to hand is very aggregated and the definition 
of a Bombay economy is arbitrary, but examining 
some of the main sectors  may allow us to make some 
provisional observations about what  structural 
adjustment might do in reshaping the city's output and 
employment. 

Manufacturing Industry 

Liberalization in Europe and North America produced 
in the recessions of the 1970s and 1980s a sharp 
decline in manufacturing in the older industrial cities 
(a decline, albeit less dramatic, also occurred in 
Tokyo). New York lost some 35 per cent of its 
manufacturing employment in the 1970s, and London 
some two thirds over a longer period. In Bombay's 
case, despite the slow pace of change, there also seems 
to have been already some measure of 
deindustrialization. The city experienced stagnation in 
the seventies and decline in the eighties (when total 
employment in the registered sector also fell; however, 
employment in the unregistered sector is estimated to 
have increased by 159 per cent between 1978 and 
1987{Regional Economy of BMR, n.d.]). As the 
Deshpandes have shown (1991, p.26), formal sector 
employment in industry declined absolutely in the 
1980s (and manufacturing's share of the city's output 
had already declined in the 1970s from 41 to 37 per 
cent). The rate of growth of total output also declined 
quite sharply (from 4.2 per cent in the 1970s, to 1.9 
per cent in the first half of the 1980s). Private 
manufacturing contracted by nearly 5 per cent per 
annum in the 1980s (with employment falling in total 
from over 600,000 in 1980 to 450,000 in 1990). 

While the bulk of this decline derived from the poor 
performance in cotton textiles and garments 
(employment here seems to have fallen from 
something over 200,000 to a remarkable 60-70,000 in 
the two decades to 1990), it also affected food, 
machinery and chemicals (negative rates by sector are 
listed in BMR [April 1991]). Simultaneously, there was 
disproportionate expansion (150 per cent between 
1975/77 and 1985/87) in rubber products, plastics, oil 
and oil products, and lesser expansion in wool, silk 
and synthetic fibres, and in transport equipment. Thus, 
it would seem on these figures (and they are somewhat 
out of date) that, like cities elsewhere, Bombay is 
beginning to decline as a manufacturing centre - or at 
least changing the scale of operation from registered 
to unregistered units - and its manufacturing output is 
more narrowly specialized in the petrochemical field. 

Bombay established its industrial pre-eminence 
through the textile industry, and it is surprising that 
the performance of the industry has been poor for so 
long. Although the composition of Bombay's industry 
has been changing - by the sixties, lower value 
production had moved out of the city, and the city's 
mills were more capital intensive and larger scale than 
the Indian average (and, as noted earlier, shifting from 
cotton to wool, silk and synthetic fibre) - protection 
for long inhibited the movement of the industry into 
the high growth sector of the world industry, ready 
made garments (presumably the low cost of tailoring 
in the closed Indian market rendered ready made
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garment manufacture unprofitable, whereas in the 
world at large, high cost tailoring encouraged the 
reverse development). By contrast, it was the swift 
movement of the Hong Kong industry into this sector 
which created the basis for very rapid industrialization, 
in contrast to the relative stagnation of the Indian 
industry. 

The Indian industry, by contrast, has been focused 
upon the slow growing domestic market, so both its 
employment potential and its role in spreading 
industrialization has been frustrated. The `sick' 
industry policy has only exaggerated the lack of 
dynamism. Nowhere is this more striking than in the, 
until recently, very disappointing export performance. 
Since the introduction of the reform programme in 
China in the late 1970s, textile and garment exports 
have soared to reach some  8.5 per cent of the world's 
trade in these goods by the 1990s; India's share has 
stagnated at around 2 to 3 per cent, barely much more 
than fast growing Pakistan. 

Low profitability has led to low investment. It is said 
that half the machinery in Bombay's mill sector is 40 
or more years old (operating at roughly double its 
rated lifetime). Poor profits meant that by 1987, it was 
said the value of the land where many mills were 
located was greater than the value of the mills 
themselves. The owners pressed the government to be 
allowed to escape. 

In an expanding city economy, this might have been a 
welcome opportunity for a major redevelopment of an 
important part of the city. In the past, the millowners 
have resolutely opposed any schemes for the 
relocation of their enterprises, keeping the city and a 
major part of its land trapped in activities  which are 
inappropriate to the future of a large city like Bombay. 
The State and city's authorities have also equivocated 
as to whether they wanted the mills where they were 
or elsewhere in the Metropolitan Region. However, 
with a planned relocation, it might then have been 
possible to think seriously about the future economic 
role of the city and what would be the best use of the 
large land area suddenly made available. Part of that 
scheme would, of course, have had to include schemes 
for the retraining and redeployment of that part of the 
workforce which did not wish to relocate with the 
mills. However, in a stagnating economy, the 
desperate competition for work usually paralyses any 
such ambitions : the freeze on economic change then 
conceals a slow decay into depression, to the point 
where the industry is liable to become a write off. 

Most recently, however, it seems the more energetic 
parts of the Bombay industry have begun  to respond 
to the loss of markets in the former Soviet Union and 
eastern Europe by searching out new markets in the 
rest of the world. In the first five months of 1992, 

exports grew by 17 per cent on the same period one 
year earlier, and by 33 per cent for garments. Has the 
combination of domestic reform, a depreciated 
currency and loss of market at long last produced an 
export boom? One year's results are hardly enough to 
support a firm opinion, but external markets are now, 
even if temporarily,  stimulating significant increases 
in investment in parts of the industry. But India is still 
far behind its competitors in this field, and the reform 
programme still has a long way to go in terms of 
relaxing the restrictions on importing cheaper cotton 
and other raw materials, on the redeployment of 
labour and on exit terms for `sick' mills. 

Paradoxically, the finished output of - as opposed to 
the inputs to - the textile and garment industry has a 
relatively low level of protection, so that liberalization 
ought, on this restricted basis, in the short term to 
stimulate expansion in India even if not in Bombay 
(where the industry may be redistribution to other 
localities). Other sectors of Bombay's manufacturing 
industry ought to have considerable potential in 
external trade, given the importance in the city and in 
world trade of engineering goods and chemicals. 
However, these are among the sectors most heavily 
protected, and therefore likely to be most negatively 
affected by any rapid external liberalization. A recent 
study of India's effective protection rates in the late 
1980s (Aksoy and Ettori, 1992) enumerates the most 
protected sectors (in declining order) as follows : 
Synthetic fibres/resins (162%); Synthetic textiles 
(100%); Electronic equipment and parts (92%); Edible 
oils (85%); Iron and steel products, and 
Castings/forgings (72 per cent); Heavy chemicals 
(68%); Non-electrical machinery(64%); Cotton yarms 
(52%); Electrical machinery (42%), etc. Furthermore, 
upstream tax levels (particularly in steel and capital 
goods) exaggerate the uncompetitive character of the 
engineering and chemicals industries, often setting the 
prices of final output at 50 to 100 per cent above 
world market levels. It is not clear how, in policy 
terms, the government will tackle these severe 
difficulties; liberalizing the imports of inputs in order 
to make the engineering and chemicals industry 
competitive could in turn have strong negative effects 
in the steel and capital goods industries; on the other 
hand, without cheaper inputs, what ought to be 
Bombay's comparative advantage in manufacturing 
cannot be expressed. 

The decline in the output of important manufacturing 
sectors in the 1980s may in fact be no more than a 
redistribution between different parts of the region. 
Medium and large scale industry has for long been 
relocating along the main highways beyond the 
boundaries of the city. The population has followed; 
the 1991 Census shows that while Greater Bombay's 
population increased by a fifth in the preceding 
decade (and the Island population declined absolutely,
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from 3.3 to 3.2 million, with much more rapid 
declines in the southern wards), some of the 
peripheral areas increased rapidly - for example, 
Kalyan increasing by 645 per cent, Mira Bhayandar by 
584 per cent, and even Thane, by 157 per cent. 

On an index where Greater Bombay's manufacturing 
employment equals 100, Thane increased its 
employment from 7 in 1961 to 25 in 1988, and 
Raigaud, from 0.6 to 3.0 (calculated from BMR April 
1991, Table 36,p.73). Combining Greater Bombay and 
Thane's shares of industrial employment, on the State 
Government's 1986 figures (reproduced by the 
Deshpandes(1991)), 43 per cent of the jobs in 
chemicals and chemical products were located in 
Thane; 27 per cent of the engineering industry (basic 
metals, metal products, machinery, transport 
equipment) - but only 9 per cent of transport 
equipment; 43 per cent of non-metallic minerals; and a 
quarter of electrical machinery. Taking a larger 
territorial area would no doubt reveal other emerging 
patterns of territorial specialization which constitute 
the "Bombay economy" even if this does not coincide 
with the boundaries either of Greater Bombay or the 
Metropolitan Region. 

Indeed, the territorial  extent of the Bombay economy 
may now be covering a still much larger area, with 
strong concentrations of linked manufacturing at the 
points, Poona and Nasik (Harris, 1991). Such a pattern 
would correspond to the emerging configuration in a 
number of countries - for example, Mexico City, with 
the fastest growing related manufacturing centres in a 
ring up to one hundred kilometres away. Thus, the 
loss of jobs in Bombay's manufacturing may be no 
more than a redistribution between the city and its 
periphery; Bombay's loss in this respect is less than the 
gain to other non-industrialized areas, particularly 
because relocation should remove the more labour 
intensive and routine sectors of activity, leaving in the 
city those sectors which need to be there - the more 
skill intensive, and the more innovatory (that is, the 
city should play an incubator role). Perhaps the much 
faster growth of the unregistered sector is an 
indication of the growth in this role. 

In sum then, on this rather crude assessment, 
Bombay's emerging specialization in manufacturing - 
petrochemicals, vehicles and vehicle parts, electrical 
and electronic equipment - fit some of the high 
growth sectors of world trade, particularly those where 
a number of Newly Industrializing Countries have 
experienced most success in exports (and where the 
comparative advantage of many of the developed 
countries is declining most swiftly). So far India has 
not benefited significantly from this change. Whereas 
Korea, Mexico and Brazil are building, on the basis of 
exports, world class vehicle industries (with attendant 
effects in the growth of employment), with the aim of 

replacing Japan in the future, India has been very slow 
to become engaged. Car exports reached 23,000 units 
in 1991, with a modest target of 50-60,000 by 1995. 
However, the structure of protection poses severe 
problems in allowing the full exploitation of the 
strengths of the Indian economy - but without that, 
the successes could be so outweighed by the problems 
that the political will to persist is weakened. 

Services 

The future of Bombay in an open economy would 
seem to lie mainly in the field of high value services, 
rather than manufacturing. There are severe 
difficulties here in discussing the issues because the 
data available is so limited, and its systematic 
disaggregation almost  non-existent. 

One of the core roles of Bombay's services sector is as 
the dominant financial centre for India, and 
presumably in an open economy, an important centre 
for Asia and the world, backed by a full array of 
supportive producer services. London is an extreme 
example of such a centre (and therefore not at all a 
model for Bombay), with some 620,000 employed in 
financial and business services, and a further 200,000 
in supporting activities (accountancy, actuaries, 
lawyers, leasing and development agents, special 
printing services, information and computing services 
etc.). As noted earlier, London's manufacturing 
declined sharply in the recessions of the 1970s and 
1980s, when financial and business services expanded 
rapidly (employment increased by 43 per cent in the 
1980s). The most rapid growth occurred in the 1980s, 
following the complete decontrol of 1979, major 
investments in telecommunications, in transport and 
other facilities (making possible 24 hour dealing and 
swift physical access), and the radical programme of 
market reforms in 1987, popularly known as the `Big 
Bang'. 

However, foreign centres of global finance suggest the 
preconditions for an international role - a favourable 
tax and regulatory regime (not biassed against foreign 
participants), ease of access, adequate communications 
with the rest of the world, a physical development (of 
offices and buildings) which permits close personal 
and low cost contacts, and a supportive quality of life 
(in terms of housing, culture, sport, education 
etc.[Kennedy, 1991]). 

For the moment, the external sector plays a relatively 
small part in Bombay's activity (related, we presume, 
to external trade and capital inflows to India, with no 
third country transactions). Bombay banks control 12 
per cent of national deposits and a quarter of 
outstanding credits. There are presumably no forward 
markets, and the 1981 proposal by the Chairman of 
the State Bank of India to start an offshore banking
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facility was presumably vetoed by the Reserve Bank 
("ISG"[1981]). However, despite the relative 
underdevelopment of Bombay's financial markets, 
liberalization has already stimulated considerable 
expansion. As in China, it is the non-government 
sector which has benefited most from this decontrol, 
the private Indian and foreign banks. 

The increase in financial activity is likely to stimulate 
greater "distillation of land uses"(Dunning and 
Morgan, 1971) - that is, the increased profitability of 
some activities will drive out those with lower rates of 
return, producing an increased concentration of those 
with the higher yield. Presumably, the creation of 
Nariman Point offered an outlet to the old financial 
quarter for modern banking, brokerage firms, public 
issue promoters and other associated activities. With 
liberalization, a decontrolled land market and an 
increased tempo of activity one would expect the 
more labour intensive components of finance - for 
example, the mass of clerical occupations  involved in 
the Life Insurance Corporation - to be forced out of 
the central area (as occurred in London in the 1950s). 
The creation a new commercial centre at Bandra- 
Kurla in the northern suburbs of the city is already 
providing an alternative location for such activity. 
Thus, continued growth in activity (as measured by 
the value of transactions per worker) in the south of 
the city - including Backbay Reclamation - can, 
contrary to the fears of those opposed to continued 
growth in the south, be accompanied by a decline in 
employment and therefore in movement. Distillation 
of land uses, rather than increased intensity of 
employment, is of the essence of a dynamic central 
business district. However, at the moment, the 
privileged position of the public sector (for example, 
the Life Insurance Corporation) as well as land and 
rent controls prevent this outcome and lead to `over- 
employment' in the south. 

The spread of services within the Metropolitan Region 
is, as in manufacturing, an important issue here, since 
it may indicate the development of a more elaborated 
pattern of territorial specialization. For example, in the 
decade up to 1987, Thane's banking employment 
increased by 360 per cent (compared to Greater 
Bombay's increase of 22 per cent, a growth below that 
for services as a whole). 

What other services are - or might come to be - 
important in Bombay's economy? The city is already 
the most important transport junction in India, with 
associated passenger reception facilities and cargo 
terminals and warehousing. With the largest 
international airport, tourist arrivals are an important 
source of income for downtown activities (hotels, 
restaurants, entertainment, retail trade etc.), with 
multiplier effects in horticulture, manufacturing etc.. 
The city is important in other activities which support 

tourism, both domestic and foreign - music, drama, 
dance, museums, historic monuments etc. Although 
international tourism in India is still small by world 
standards, it is almost certain to grow quickly and, 
provided Bombay can provide an adequate service, the 
city will be an important beneficiary. 

The city is a major centre for the distribution of goods 
throughout India, with associated processing activity 
(for example, in vegetable oils). The wholesale 
markets, now relocated within the region,  play an 
important role in this network and are major 
employers in the city (in the late 1970s, CIDCO 
[1980] estimated the daily employment at 88,000). The 
city is famous for its film-making (with also associated 
activity in technical services and manufacture), for 
research and development (with the Atomic Energy 
Commission, research laboratories and centres, 
elements that relate to the role of the city as an 
incubator of innovations), for its complex of higher 
educational institutions. In the case of tertiary 
education, the system is overstretched relative to 
domestic demand, but in time, the provision of 
education could become an important export activity 
for the south Asia and Sub Saharan African countries 
where there is a great shortage of higher education 
facilities - and students add to the retail markets for 
food and accommodation etc. 

There are other activities which have been tried, some 
successfully. Thus, printing and publishing for foreign 
publishers provides an important source of income for 
some cities in developing countries (Bogota, for 
example; Hong Kong also has a strong position in this 
field). Earlier efforts to develop this in Bombay 
foundered on problems of quality control and timing, 
but it is possible these have now been overcome. 

Bombay is already a centre for software prog-ramming 
exports for Silicon Valley. 

There are other elements related to computer use of 
importance here. Data loading and processing is 
labour intensive, so that a precondition for the 
exploitation of computer technology is the availability 
of low cost literate workers, a factor favouring 
developing countries. There are anecdotal illustrations 
of this - for example, British police records are 
currently being loaded in the Philippines (where 
specialized companies exist to tender for such work; 
perhaps they also exist in Bombay); the loading of 
Canadian medical records and some United States air 
lines' ticketing services have been relocated to the 
Caribbean; one of the largest Japanese real estate 
companies now processes its land records and 
transactions in Shenzhen in southern China. At the 
moment, Swiss Airlines are said to be transferring its 
accounts department to Bombay, and Singapore
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Airlines are said to be considering transferring to India 
its accountancy and computing departments. 

Paradoxically - given the poor availability of medical 
services to an important part of the city's population - 
Bombay is potentially also strong in medical services, 
and, with market pricing for foreign patients, this 
might be an important export industry.The absolute 
size of the medical profession in India and, in certain 
centres, the quality of medical infrastructure, permits 
important economies of scale in an activity - including 
hospitals, clinics, convalescence homes, medically 
supervised retirement homes etc. - where labour costs 
are a high proportion of the total. An expanded 
market for Bombay's medical services could then 
allow a much better coverage of the Bombay 
population at lowered costs (because of economies of 
scale). For exports, the existence of the international 
airport is a key factor in providing access to medical 
services for the rest of south Asia and Sub Saharan 
Africa. Furthermore, in the longer term, the 
demographic aging of the population of North 
America, Europe and Japan will make for an 
increasing demand for labour intensive medical and 
nursing services which cannot be met in the 
developed countries. Cities which build a comparative 
advantage in medical services - as Singapore has done 
in South East Asia -are likely to be able to exploit it 
well into the next century (whether the patients or the 
aged relocate themselves to India, or Bombay medical 
teams are despatched to other countries on short term 
missions). The Mexican border with the United States 
shows some of the potential here; almost every 
township or city has an `overdeveloped' medical 
services sector to meet the demand of aged north 
Americans wintering on the border and seeking to 
escape the notoriously high cost of United States 
alternatives. 

Problems 

This paper has in the main concentrated on some of 
the opportunities facing Bombay, precisely because 
everyone is painfully aware of the problems and their 
severity (D'Souza[1987], Sundaram[1989]). Yet the 
constraints on Bombay's capacity to exploit 
opportunities are considerable. For example, 
compared to the rest of India, the city is endowed 
with a good physical infrastructure (highways, railways, 
port, power etc.), but compared to its likely 
competitors abroad, it is poor. If the emerging global 
city is essentially a junction point in flows, Bombay is 
poorly equipped to manage those flows - with poor 
and unreliable telecommunications, congested 
transport junctions, slow moving roads (with an 
average speed of 13 kilometres an hour in the late 
1980s, and for many of the city's long suffering 
inhabitants a commuting time of four hours or more 
per day in dreadfully overcrowded conditions). The 

suburban railways, in principle, an excellent means of 
access to the city, have for so long been unable to 
cover running costs (a managerial issue, not one of 
investment), they have been unable to invest to 
expand the service. The airports have been vastly 
improved, and are of vital significance for the city's 
financial and tourist roles; if just-in-time stock policies 
come to operate in Bombay's manufacturing as a result 
of increased international competitiveness, then air 
cargo will also become crucial for Bombay's 
manufacturing industry. But improving the movement 
through the terminals is of little value if the land 
access remains so congested - the gains in time saved 
in one mode are squandered in the other. In sum, the 
infrastructure of Bombay appears to impose such 
heavy costs on economic activity, one must presume 
the rates of return are unusually high to compensate 
for this. Only the apparently limitless patience of the 
citizens allows the city to operate at all. 

The transport system is not the most striking example 
of the waste of resources implicit in the bad 
management of the city. The size and condition of the 
poor population is an even more vivid illustration of 
the waste of people, their energies and potential. 
Indeed, the economic costs of the waste of Bombay's 
citizens' time - for example, in ill health resulting from 
contaminated water supplies (60 per cent of city 
households are said to have access to safe drinking 
water), inadequate or nonexistent sewerage (a quarter 
of a million households have no access to lavatories), 
or the exhaustion of crowded commuting - if added to 
the costs of producing the city's output, might tilt the 
city's balance sheet to the negative. 

The problems, as so often, reflect less a shortage of 
resources (Bombay is still the richest city in India), 
more a  rooted incapacity in the public authorities to 
tap the resources which exist for low cost service 
provision. At last, many non-governmental 
organisations in different parts of the world are 
demonstrating that there is no inevitability about the 
wretched provision of these services (for example, 
Hasan [1990]). 

The key to a city's economic future are the skills, 
education and aptitudes of its inhabitants. India has 
not done well in the field of basic education - after 
nearly half a century since Independence, more than 
half the population is still classified as illiterate (and 
two thirds of the female population), compared to 27 
per cent in China (and 38 per cent of the females). 
Even if the national figures are poor, it ought to be 
the case that the figures for a city like Bombay should 
be close to full literacy, particularly if it is to perform 
its role as a centre of high productivity. However, a 
Bombay Labour Market Survey (cited by Deshpande 
[1991], p.76) shows that a third of the casual and 
nearly a fifth of the factory labour forces are illiterate.
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The drop out rate from slum schools is also 
notoriously high. In terms of public action to prepare 
for the future role of the city, basic education must 
assume a high priority. 

Finally, in terms of problems, the quality of 
government, policy and institutions, is a major 
constraint on Bombay's capacity to change. National 
urban policy, marginal in its urban effects in 
comparison to the key components of macro 
economic policy, has long been obsessed with 
irrelevant and unachievable objectives. Instead of 
being preoccupied with improving the efficiency of 
the operation of cities as a crucial contribution to 
national economic development, policy has been 
directed to preventing the growth - or reducing the 
size - of the city population. It is astonishing how long 
the pursuit of this will o'the wisp of population 
dispersal has preoccupied policy makers. A national 
settlement system is not a random distribution of 
people, but more like the departments of a giant 
factory; it makes as little sense to seek to equalize the 
workforce in each department as it is to judge the 
performance of the factory on the basis of the physical 
distribution of the workers. It is the productivity of 
the enterprise which should be the criterion for 
judging how the workers are distributed. Despite all 
their painful disabilities, India's large cities are 
surprisingly productive, and their relative contribution 
to national output is growing. The National 
Commission on Urbanisation (1988) reported that in 
1950/51, the urban areas contributed 29 per cent of 
Net Domestic Product; in 1970/71, 37 per cent; and 
projected for the year 2001, 60 per cent. Those who 
feel policy should be directed at population dispersal 
should be required, in India's national interest, to 
demonstrate that this would enhance national 
productivity. 

The national policy stance led to successive attempts 
to prevent the growth of employment in Bombay, 
culminating in 1975 in a ban on new large scale 
industry or the expansion of existing industry in 
metropolitan areas (and a 1977 ban on new offices). 
There was little economic sense in these measures at 
the time, and it is unclear how effectively 
implemented they have been. Today, it is unlikely that 
large scale manufacturing units would want to locate 
in Bombay's built up area; indeed, if India attains the 
sorts of rates of growth which it should, it is to be 
expected that large scale manufacturing in the city will 
want to relocate outside the urban area. That would be 
the outcome of a decontrolled land market for 
industrial land, and does not require government bans. 

National urban policies are necessary where local 
authorities are very weak. Over the last one hundred 
years or more, centralization has been the tendency of 
government, in response to external competition, war 

and domestic threats. This has sapped the powers of 
local government and often demoralized its officers, 
reducing municipal government to inertia, unable to 
maintain and manage existing facilities, let alone 
extend them as populations grow. Rent seeking 
becomes the main source of vast systems of local 
regulation. However, over the past decade, there has 
been a growing recognition that national governments 
are incapable of substituting for local governments, so 
a preoccupation with  decentralization (as well as 
privatization, the voluntary delivery of services etc.) 
has emerged. India's steps in this direction have been 
hesitant (Ray [1992]) but increased liberalization of 
external boundaries makes local decentralization 
urgent. 

Bombay Municipal Corporation has a unified 
administration with a buoyant local financial base, 
administering a relatively rich city. Yet this has not led 
to dramatic effects in overcoming some of the 
problems enumerated earlier. The Municipal 
authorities rarely aspire to  lead the process of 
structural adjustment which is implied by 
liberalization. Nor, so far as is known, do they form a 
pressure group to argue the city's interests at a national 
level.  For example, the effects of the containerization 
of four Indian ports (one of which was Neva Sheva) 
were long nullified by the failure of the Indian 
Customs to change the classification of containers 
from "transport equipment"; as transport equipment, 
containers could not leave the dockside without 
making a hard currency deposit of double the value of 
the container (Peters,[1989]). Did the city leadership 
make it a matter of urgency to urge the Government 
of India to make the change so that the city could 
benefit from containerization? Is the city exploiting 
the opportunities provided by the export drive to 
improve the transport infrastructure of the city (as 
suggested by K.C. Sivaramakrishna; cf. Harris [1992])? 

However, criticizing the failure to argue the case for 
Bombay's economic future is perhaps unfair, since the 
issues have hitherto been outside the purview of local 
authorities (although, as the economic historians have 
shown, this was not true of the City Corporation in 
the nineteenth century (see Thorner [1950]). 
Liberalization and decentralization, however, change 
this old agenda so that the city needs to develop the 
capacity to monitor, to manage and to promote the 
city's economy. This suggests at least two levels of 
operation: first, developing a capacity for continuing 
research on the city's economy, involving the 
universities, research institutes and business 
associations, to cover the key sectors and subsectors 
of economic activity, infrastructure, education, 
poverty, the quality of life etc.. Secondly, and closely 
related to the first, building the in-house capacity in 
the city administration, an Economic Advisory Unit, 
to give immediate advice to the city authorities on
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how they should respond to changes in the macro 
economic framework (from world issues - for 
example, how will Bombay be affected by AFTA, the 
new free trade area covering the ASEAN countries, by 
the conclusion of the Uruguay GATT Round, Europe 
Project 1992 or the North American Free Trade 
Agreement? - to issues of changes in government 
policy, interest rates, oil prices etc.). Part of the work 
should be the production of a regular statistical year 
book (with best estimates of the statistically 
unrecorded activity) both as a means of 

promoting the city and giving access to the data to the 
citizens at large. The Unit would have a primary 
responsibility to arm the city's managers with the data 
and arguments to advance the city's interests relative 
to national and State policy, and to key investments in 
the city. 

The programme is entirely utopian in present 
circumstances, but then so is the creation of an open 
economy in India. The speculation is about possible 
trends, not accomplished realities. Bombay's potential 
is enormous, but, as in India as a whole, most often 
the potential is frustrated. Sometimes that may be for 
sound reasons. India is in some respects a fragile 
society, and, as we noted earlier, liberalization may sap 
the sinews of national unity. It is  assumed in this 
paper that, in the medium term, there is no serious 
alternative to liberalization and that, if managed 
effectively, this can lead to a radical change in India's 
domestic economy and a massive expansion in 
employment. But the process of management is 
precisely the area of greatest weakness, so that 
frustrating  in the short term some of the 
opportunities of liberalization may be a reasonable 
response to the dangers. However, the drive to raise 
the employment, and enhance the productivity, of 
India's labour force will oblige the country's 
incorporation in a global division of labour. 
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3.  URBAN ECONOMIC DEVELOPMENT IN EUROPE : FIVE CASE STUDIES 
AND THE LESSONS FOR WARSAW 

Summary and Recommendations 

I.Summary 

Part I.  The Report outlines in some detail the 
following topics for the five European cities - 
Barcelona, Berlin, Birmingham, Glasgow and Lyons - 

i)the immediate historical origins of the local economy 
which precipitated the formulation of strategies 
of economic development; 

ii)the phases of development of the strategies; 

iii)some of the significant projects in the strategies; 

iv)where available, the organisation and financing of 
the projects; 

v)the relative strengths and weaknesses of the city 
economies after the implementation of the 
strategies. 

Part II.  The Report then examines the common and 
different elements in the case studies under a series of 
headings: 

i) the different starting points - in terms of the 
economy (as seen in the different compositions 
of output); the changing character of the labour 
force; the modern internationalization of city 
economies, particularly within the context of the 
European Community; the different national 
administrative frameworks; the traditionally 
predominant role of the State in European cities. 

ii) Types of programmes - the initial reactions of City 
authorities to the decline in manufacturing; the 
shift to seeking a service-based economy; the 
convergence of aims - on communications, 
health, research and development, education, 
culture and sports - and the difficulties in 
converting these mainly public investments into 
commercially viable projects; the importance of 
communications; the creation of `image'; enabling 
strategies as creating a framework for 
specialization. 

iii)Planning and implementation - the shift from the 
old physically oriented Master Plan to 
strategies/scenarios, from public authorities as 
single providers to facilitators, leaders of 
coalitions; collaborative implementation through 
coalitions, partnerships etc. between public 

agencies, public and private, voluntary 
organisations and citizens; the change in the 
attitude of private business. 

iv) Evaluations - the lack of both data and clear 
criteria for rigorous assessment. 

v) Lessons for Warsaw: importance of inheritance of 
historical quarters and buildings, wealth of 
cultural life, appropriate to an important national 
capital (but not true of many of the case studies); 
the need to identify the emerging comparative 
advantages of the city - through 

(a) research, whether in the universities, the City 
government, or preferably, a separate research 
centre; 

(b) the development of a city context for continuing 
discussion and participation in choosing of 
options; 

(c) an Economic Development Unit in the City 
Corporation for data collection (on a routine 
basis), short term advisory and briefing functions. 
The importance of starting this process through 
an audit of the city's strengths and weaknesses in 
: the financial sector; transport and 
telecommunications; supporting facilities; cultural 
facilities; manufacturing; education and research; 
the facilitation of foreign investment. 

II.Conclusions 

Depending on what has already been done, the City 
should consider moving towards the development of 
an evolving strategy for the economy through: 

i)the creation, in collaboration with business 
associations and firms, universities and non- 
governmental organisations, of a research centre 
on the city's economy and its prospects; 

ii)the establishment of a continuing forum for 
discussion of the future of the city, its strengths 
and weaknesses and its reactions to changes in 
external conditions, a think tank where all the 
interests of the city can participate; 

iii)The creation within the City Corporation of an 
Economic Development Department or 
Economic Advisory Unit to provide short term 
advice and intelligence on the city, briefings on
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possible reactions to national and outside changes 
etc. 

iv) As part of the launching of these changes, the City 
should carry out a swift audit of key features of 
the economy, covering (among other items) : the 
adequacy of the financial sector in an 
international context; the transport and 
telecommunications networks; the support 
facilities (hotels, restaurants, neighbourhoods); 
cultural facilities; the strengths and weaknesses of 
the manufacturing sector; education and research 
institutions; the facilitation foreign investment. 

Part I. 

1. Barcelona (Catalonia, Spain) 

The story of Barcelona's redevelopment since the 
1970s is, at least on the surface, one of the most 
spectacular. The city xiii , however, has had a 
development agency since the first World War. The 
Consorcio de la Zona Franca was set up in 1916 to 
handle the infrastructure needs of the city, and in the 
1920s developed a free trade zone. In the 1970s, it 
constructed the largest industrial park in Spain (1200 
acres) which, at its peak claimed 150 companies 
operating there, employing 30,000 workers to produce 
one per cent of Spain's gross domestic product. In the 
1980s, the Consorcio developed Spain's first 
technological park (in 1987, the Valles) and a major 
business park. 

In the late 1970s, Barcelona confronted the 
cumulative problems of neglect from the years of 
Franco's rule, made most painful by the onset of 
recession, a sharp increase in unemployment and a 
decline in some of the older manufacturing districts 
(particularly Poblenou, an area known in the 
nineteenth century as "Spain's Manchester") and in the 
old port. The problems were made worst by the 
associated issues of derelict areas, decaying buildings 
and a poor transport system. The city, it was felt, 
needed to identify a new economic role with a 
physical renovation to support this role. The City 
authorities, in collaboration with the national and 
Catalonian governments, and other public agencies 
undertook a number of interlinked initiatives, of 
which some of the major ones are described below. 

1.1 In 1981, the Mayor of the City persuaded the 
Corporation to prepare a bid to host the 1992 
Olympic Games (a bid accepted in 1986), and to 
exploit this as a major opportunity to mobilize 
investment (public and private), the citizens and the 
political order to transform the city through a set of 
improvement projects, emulating initially what was 
said to have been achieved by the city through hosting 
the Barcelona World Exhibitions of 1888 and 1929. 

In 1983, the City opened the competition for an 
"Olympic Ring" to be constructed on Montjuic hill. 
This was an ancient site, housing a major park with 
many historical and cultural buildings (the National 
Palace, to be turned into Catalonia's National Art 
Gallery, theatres, stadia, and swimming pools created 
for the 1970 European Swimming Championships). 
The new scheme was to construct a major  sports 
stadium, organizing the work through a company set 
up by the City authorities (Anello Olímpica de 
Montjuic) and a joint operation with the Spanish 
Government ((Barcelona Holding Olímpica). 
Construction was completed between 1985 and 1990. 

In 1986, with the acceptance of Barcelona's bid for the 
Games, the City identified 300 projects to be 
completed by the time of the opening of the Games (a 
US $7.5 billion programme spread over six years). The 
projects were grouped to meet six major objectives: 

i)major efforts to clear the derelict industrial 
(Poblenou) and disused port areas, to "recover 
the waterfront" (and clear the old railway loading 
yards and the track along the coast), and 
construct an Olympic Village (a $1.8 billion 
project, covering 375 acres, with apartments and 
housing, a shopping mall, four 5-story office 
blocks, two 44 story towers, a new 700 berth 
marina, and including an extension of the beach 
from 30 to 50 acres). The proposed expenditure 
was 57 per cent public (of this, 43 per cent was 
provided by the national government, 21 per cent 
by Barcelona city, 19 per cent by the Catalonia 
Regional Government, 8 per cent the Spanish 
Olympic Committee, and the rest from other 
public agencies). 

ii)a major improvement in transport infrastructure, 
covering: 

a)   a new ring road, 40 kilometres of a 4 and 5-lane 
highway, to increase the vehicle capacity from 
110,000 to 900,000 per day. The ring road linked 
major autoroutes connecting growth areas to the 
south (Valencia) and to France, and to the west 
(Bilbao and northern Spain). 

b)  a refurbishment and expansion of the airport, 
tripling the area involved, with four terminals. By 
the time of the Games, the capacity was to reach 
12 million passengers annually, and the 
completion of the plan after the Games, would 
raise this to 16 million passengers. Subsequently, 
under a central government scheme (Llobregat 
River Delta Project), a "city of services" was to be 
developed next to the airport, and passenger 
capacity expanded by the year 2007 to 30 million.



18 

c)   the underground railway was to be expanded (to 
include the Olympic Village) and upgraded with, 
for example, the installation of air conditioning 
etc. 

d)   the city developed large car parks on the edge of 
the city to persuade car drivers to leave their 
vehicles and travel on public transport to the 
centre. Some 50 per cent of the costs of public 
transport were covered by a City subsidy. 

iii) a major investment was to be made in 
telecommunications, with the opening of a new 
teleport scheduled for March 1991. 

iv) a major expansion of the sports facilities was 
scheduled for the city, particularly in the Montjuic 
area (as mentioned earlier). However, it should be 
noted that only 9.4 per cent of the total 
expenditure for the Olympic Games (Pta.926, 439 
million) was devoted to sports facilities. 

v) the development of new parks, the upgrading of the 
physical fabric of the city, restoration of historical 
monuments etc. were important objectives. One 
component of this was a scheme introduced in 
1986 (and scheduled to last until 1997, with an 
investment of $20 million) to offer subsidies and 
incentives to citizens and companies to upgrade 
and beautify their own buildings and areas 
(particularly gardens and squares in the historical 
centre). By 1992, some 400 projects had been 
completed. 

vi) the development of new hotels, commercial areas, 
cultural facilities, particularly in the downtown 
area, were separate development projects. In the 
end, the persistent deficit in hotel beds had been 
turned into a surplus with a 60 per cent increase 
in 4 and 5-star accommodation, resulting in 
strong competitive pressures to lower costs and 
increase the competitive strength of the city in 
terms of tourism. 

1.2 The Consorcio also launched other initiatives, 
two of particular interest: 

i)in 1987, the Consorcio, with the support of the 
National Employment Agency, set up Barcelona 
Activa to counter unemployment. This undertook 
three main programmes: 

a) the development of an inner city site for 
`incubator' firms - 70 small businesses were 
ultimately accommodated. The enterprises were 
offered a range of common services (legal, 
technical, financial and commercial advice), 
permitted a three months planning period and 
then a six month lease, renewable for up to four 

years (after which the firm was expected to 
relocate in more permanent premises elsewhere). 

b) the young unemployed were offered free 
premises for up to eleven months (in 1990, there 
were 40 projects under this heading). 

c) training schemes for the unemployed were 
developed - in business management and new 
technologies (by 1990, 460 people had passed 
through these schemes). 

ii)also in 1987, the Consorcio  set up a subsidiary, the 
Barcelona Development Agency (the board was 
chaired by the Mayor, and included 
representatives of the Port Authority, Chamber of 
Commerce, Business Association, National 
Railways, and the
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national Ministry of Economy), with the task of 
promoting the City abroad, attracting and facilitating 
foreign investment, and suggesting projects for the 
Consorcio derived from foreign experience (cf. the 
Reus Project outlined below). 

1.3 There were many other projects associated with 
this series of initiatives, some developed in the build 
up to the Games, some afterwards to sustain the 
momentum, some by a variety of public sector 
agencies, some by private interests. Barcelona aimed 
to become one of the key centres, an "Entrepreneurial 
European Metropolis" in a new European region 
extending along the Mediterranean coast to Italy. The 
projects included: 

i)In collaboration with the City and the Regional 
Government, the Port was upgraded and 
expanded, and linked to the airport, the highway 
and railway systems to become the major 
intermodal junction for the Mediterranean (the 
"Rotterdam of the South").  The container 
throughput in the port increased  from 180,000 
TEU (20 feet container equivalent) to 448,000, 
making Barcelona the largest container port in the 
Mediterranean. A new container terminal was 
planned in the 1990s to raise capacity to 700,000, 
with the aim of capturing deliveries from Asia 
which could save four days on the route to 
Rotterdam by being transhipped by land.  The 
City estimated rail freight at 2.8 million tonnes; 
with the proposed high speed (TGV) rail link to 
Paris (supposedly to be completed by 2004), this 
cargo volume could be raised to 4 million tonnes 
by 2010. 

ii)The construction of a new railway station and 
loading yards away from the sea and in 
preparation for the completion of the high speed 
link to Paris (cutting the travel time to about four 
and a half hours). The suburban railways were 
also extended to include a number of outlying 
commuter towns. A scheme was developed for a 
high speed rail link to Madrid to compete with 
the 50 minute air shuttle, carrying 2 million 
passengers per year. 

iii)Private initiatives sought to exploit the city's 
advantage in public and private medicine to 
create a major commercial health sector. 
Barcelona has 11,425 hospital beds in 66 hospitals 
and a multiplicity of private clinics and medical 
research institutes (among the best known are 
Clinic Barraquer for ophthalmology, Fundacio 
Puiquert in urology, and Institut Dexeus in 
obstetrics). The private clinics formed a Medical 
Centre Association, linked to the major hotels, the 
Catalan Savings Bank  and the Spanish State 
Airlines, Iberia, to offer a package of coordinated 

services to out-of-town patients; it was said these 
numbered 60,000 in the two years up to 1993. 

iv)Reus is a small town in the most southerly district 
of Catalonia, 60 miles south of Barcelona and 
eight miles from the seaport of Tarragona. 
Between 1975 and 1990, it became an important 
location for the Spanish chemicals industry. The 
Consorcio acquired a former military airport that 
had, after being converted to civil charter traffic, 
been in steady decline since 1988. The site was 
developed as a focus for a new 750 acre business 
park, linked to the airport, the port, the north- 
south highway connecting France and Valencia 
(with its major international vehicle plants) and a 
rail container terminal (again, awaiting the TGV 
high speed link). The park was designed for 
companies directly concerned with air freight and 
intermodal junction activities (including air 
couriers, aircraft maintenance work, stock and 
distribution companies), propelled by the global 
integration of manufacturing networks and the 
growth of just-in-time stock policies increasing 
company reliance on fast and reliable supplies of 
components.  The project was modelled on three 
similar American projects which Barcelona 
Development Agency officers had visited - the 
Perot Alliance Airport industrial complex next to 
Dallas/Fort Worth airport, the Stewart Industrial 
Airport Complex in upstate New York, and the 
Global Air Cargo Industrial Complex in North 
Carolina.
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v)The Gloriés Project for a new downtown 
commercial development was to be located at the 
intersection of three main city highways, linking 
the area to the waterfront, the airport and the ring 
road.  The site had originally been a large factory, 
and the Consorcio acquired this and leased it to 
two major French companies for development, 
combining underground parking (for 3,500 
vehicles), a commercial area (with a hypermarket 
and shopping mall), and one million square feet 
of offices. 

vi)The City also had a deliberate policy to attract 
business conventions at the existing Convention 
and Exhibition Centres. The scale of throughput 
was said to be the second highest in Europe 
(with, in the year 1992-1993, 54 Congresses on 
160 days, receiving 53,500 participants). The City 
was actively considering the construction of a 
new convention centre to exploit this activity - 
and a senior officer of the city saw the failure to 
include such a project in the Olympic programme 
of investment as the biggest mistake made. 

1.4 Unlike most of the case studies presented here, 
some attempts have been made to evaluate 
components of the investment programme. The City 
itself claims that Catalonia received $5.5 billion 
foreign investment in 1990 and 1991 (nearly a third of 
the total inflow to Spain) as the result of the Games. 
The City Programming Department estimates that the 
total economic impact of the Games expenditure 
between 1987 and 1992 (Barcelona Real Estate 
News, Fall 1992) was of the order of $28 billion (or 
equal to some 0.9 per cent of the gross domestic 
product) and created 128,000 jobs and an environment 
more highly conducive to future economic growth 
than any other comparable European city (an estimate 
made by the European Economic Development and 
Advisory Consortium for 1991-92). Other studies - for 
example, that by Dr Pere Riera of the Autonomous 
University of Barcelona - suggest, with an appropriate 
discount rate, that there were strongly positive rates of 
return on both the ring road and the Olympic Village 
(over a 30 year period). 

However, the still-important manufacturing base of 
the city had not necessarily been secured as the 
recession of the early 1990s in Europe became severe. 
In particular, the closure of the Dutch Azko chemicals 
plant at La Seda (with a loss of 2,600 jobs) in 1991, of 
Volkswagon's SEAT plant in the Zona Franca (with 
the loss of 9,000 jobs) in 1993, and the proposal by 
Nissan to lay off 1,100 workers were all signs of the 

severity of the downturn. The decline in the fortunes 
of Nissan were particularly threatening since Nissan 
was a symbol of the internationalization of Barcelona 
and had attracted to the city 117 other Japanese 
companies (comprising some 85 per cent of the 
investment in Spain of Japanese firms). 

Furthermore, while the credit rating of the City 
remained good, it has a major burden of debt, 
officially put at Pta. 241.9 billion (or $1.8 billion), or 
Pta.107,400 per capita (Madrid with double the 
population had a per capita debt of Pta. 37,000). It was 
also well known that the estimates of local authority 
debt in Spain were very far from transparent, and 
Barcelona's debt might be double the official figure. 
Certainly, the tax levels were the highest in Spain 
(Pta.53,000 per capita per year) at a time when, 
because of the recession, tax yields were low and 
continued sub-urbanization removed from the City's 
tax network many of the better off tax paying 
households. The City was strongly pressurized to cut 
expenditure and employment (over 1,000 jobs were 
lost in 1993. 

2. Berlin (Federal Republic of Germany). 

2.1 Berlin xiv is a unique case, both as a divided city 
(with East Berlin as the capital of the former German 
Democratic Republic) and as a reunified one within a 
unified Germany.  East Berlin, originally a fragment of 
the city, was transformed into an independent capital, 
a showplace to demonstrate the superiority of the 
East. West Berlin was a fragment of a city, isolated 
deep
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within a more or less hostile territory, but sustained by 
massive subsidies (constituting over half West Berlin's 
government revenues) from West Germany as a 
showplace for the superiority of private capitalism. 
Reunification confronts this peculiar ideologically 
divided city with the task of once more becoming a 
real city. 

Immediately after 1945, there seemed little hope in 
sustaining West Berlin through the hard years of the 
Cold War. No longer the capital of a united Germany, 
the City lost the head offices of major German 
companies (only two remained) and banks to West 
Germany proper; the media, publishing and legal 
services fled. There was a major brain drain. Indeed, 
the population declined up to the 1980s and was 
increasingly aged - not only did the birth rate stagnate, 
especially as the population aged, but the young 
migrated westwards. In the early years, only foreign 
military occupation ensured survival of the City. 

The postwar economic difficulties - let alone the 
political ones - were severe. The unemployment rate 
remained persistently high. In the early 1950s, the 
Federal Republic launched a major programme of aid 
in an effort to offset the high local costs and risks of 
business (and the ban on all military-related work), 
thus establishing  the form of a State-directed and 
sustained economy. 

West Berlin was given the status of a federal State, a 
Land (along with Hamburg and Bremen), and this 
strengthened the powerful Prussian tradition and the 
predilections of successive Social Democratic  Senates 
(the Land Government) in a State directed and 
supported economy. The Land's powers were 
significantly greater in the economic field than was 
customary elsewhere for local authorities or even 
major cities. German cities were also supported by 
relatively strong Chambers of Commerce and 
Industry, and of Craftsmen, both bodies being 
recognized in public law as quasi official bodies, and 
in combination with the local and Land governments, 
constituting a kind of corporatist regime. 
Furthermore, German cities historically raised greater 
funds locally, and many developed economic 
development departments (some from 1945, urged on 
by the Occupation authorities) or associations of 
economic assistance, often with staff and finance 
provided by the city, but working closely with the 
Chamber of Commerce and of Craftsmen. Thus, the 
Berlin version of this, with a mandate to help small 
and medium firms, purchased old multi-story 
buildings to renovate and let to companies; in this way 

the old and decayed residential area of Kreuzberg was 
turned over to industrial use. 

West Berlin's Senate took a number of initiatives 
which are rarely now within the powers of local 
authorities. For example, in 1950, the Senate set up 
the Berliner Bank (out of the prewar finance and 
taxation department of the City) as the instrument of 
the City's economic policy, alongside the existing 
Senate-owned Savings and Cooperative Banks. The 
Berliner Bank was directed by the City, and acted as a 
funnel for the distribution of Marshall Aid funds. 
Later on, it became less important in its original role 
and the City encouraged it to become a normal 
medium-sized commercial bank, albeit one with its 
headquarters in, and loyalties to, Berlin. Senate 
representatives remained important on the Bank's 
board and officially the Bank espoused the same aims 
as the Senate. In a similar style, the City developed 
Tegal airport from the early 1970s through a publicly- 
owned private company. 

Federal subsidies were crucial in establishing a special 
preferential environment in West Berlin. They covered 
a sales bonus (a bonus on turnover in Berlin), 
investment grants, capital depreciation allowances, 
investment finance, tax reductions, training subsidies 
and special investment allowances on capital 
equipment and buildings. The particular orientation of 
this pattern of subsidies is now blamed for the type of 
industry in West Berlin which is relatively capital 
intensive with low value added in manufacturing, a 
fragment of processes the bulk of which are located in 
West Germany. In particular, it is argued, Berlin's 
manufacturing yielded low profits and so sustained a 
poor investment level. It was an industrial structure 
that proved particularly vulnerable to the shocks of 
the 1970s, the combination of global recession, 
increasing oil prices and the strong appreciation in the 
value of the deutschmark in the early 1970s. 

2.2 Nearly half of the manufacturing establishments 
of 1960 had disappeared by the 1980s (compared to 
22 per cent in the Federal Republic). Between 1976 
and 1983, West Berlin's manufacturing employment 
declined by nearly 18 per cent (compared to 6.4 per 
cent in West Germany). The contraction was most 
severe in what had been Berlin's most important 
industry since the turn of the century, electrical 
engineering (experiencing a loss of a quarter of its 
capacity). Steel, mechanical engineering, food,drink 
and tobacco, and chemicals, all declined. However, 
other sectors expanded - vehicles, banking and
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insurance, professional services, personal services, 
nonprofit making services and government. 

2.3 The response of the Senate from the mid-1970s 
was to seek to restructure the economy, to upgrade 
technology and encourage new firms.  In 1978, the 
City set up an Economic Development Corporation 
(Berliner Wirtschaftsfurderungs-gesellschaft) with the 
Chamber of Commerce and Industry and two banks, 
to promote the city's economy. The Corporation, fully 
owned by the Senate and employing some 40 staff, 
ultimately established investment offices in many 
major cities abroad (including Taipei) with the aim of 
targeting particular firms (in fields of high technology), 
generally promoting the city as a location for foreign 
investment, and facilitating the location of new 
foreign-owned plants. By 1992, the Corporation 
claimed to have facilitated DM10 billion investment 
leading to 50,000 new jobs. 

2.4 In 1981, the Senate formulated a strategy to 
modernise the economy, to increase its 
competitiveness by upgrading local skills, encouraging 
new companies and technologies, and expanding jobs. 

i)The existing Promotion Law was amended to make 
the incentive system reward  only firms which 
added more than 10 per cent of the value of the 
finished product in Berlin. 

ii)In 1982, the City set up an Innovation Fund which 
initially allocated DM12 million to some 26 firms 
through credit on favourable terms, public 
participation in the equity of firms, or 
conditionally repayable loans for new technically 
advanced products. 

iii)It established an Assistants' Programme, offering 
to pay 40 per cent of the gross salary of new 
graduates for a one year internship in a company 
as a means of transferring technology from 
university to market place. 

iv)The Special Trainee Programme had the reverse 
aim; it paid small and medium firms to train 
students for three month (meeting again 40 per 
cent of the cost). 

v)In 1984, the City set up a Centre for New 
Professions to offer training to existing or 
aspirant employees of companies working in data 
processing and software, in informatics, and 
telecommunications (with DM7 million for the 
first three years). 

vi)In 1983, with the strong support of the Chamber of 
Commerce, the City established a Centre for 
Innovation and New Enterprise (Berliner 
Innovation und Grundzerzentrum or BIG) in 
collaboration with the Technical University to 
promote innovation and high technology both 
through technical education and training and the 
support of `incubator' companies. The City 
claimed to have helped twenty firms in the first 
year of operation. BIG's success led to its 
expansion, and ultimately incorporation as the 
Humboldt University's Centre for Research and 
Technology. 

2.5 The City also sought to utilize Federal funds to 
secure a major share of Germany's research and 
development funding, and in this - with the help of 
Bonn - it was rather successful (with 3 per cent of 
West Germany's population, West Berlin received 15 
per cent of Federal research funds). By the early 
1990s, Berlin claimed to have some 300 research 
institutes, employing 60,000 workers. They included 
some pre-eminent national institutions - the Heinrich 
Hertz Institute (electronics and communications), 
Hahn-Meitner (nuclear research), the Frauenhofer 
Centre for Process Automation (robotics), BESSY 
Electron Synchotron Institute (X-ray), the 5th 
Generation Computer Centre, Laser Medical and Solid 
State Institutes, the Heart Centre etc. East Berlin also 
has important institutions in medical research and 
many other fields, concentrated in the Academy of 
Sciences. Furthermore, after unification with the East, 
the city possessed three universities with some 
170,000 students, the largest concentration of higher 
education in any German city. 

The research and education base was seen by the City 
as one of its most important comparative advantages, 
and was the basis for other initiatives. For example, 
after unification the City launched a science park at 
Adlershof on the former Johannisthal airfield, site of 
the Academy of Sciences of the former East 
Germany.  The Berlin Economic Development 
Corporation established a subsidiary in 1991, the 
Adlershof Development Corporation, to plan and 
develop the site; by 1993, it was claimed that 150 
small and medium companies in advanced technology 
had applied to locate in the park, as well as some 
major research organisations - the Max-Planck 
Institute for Mathematics and Data Processing, the 
German Aero-Space Research Establishment, the 
Hahn-Meitner Institute. It was predicted that the
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project would attract DM40 billion in investment and 
create 130,000 jobs. 

2.6 In the early 1990s with reunification of the city, 
numerous other projects were developed, many 
directed to upgrading the east. Seven projects by the 
City  included both the Adlershof scheme, a `water 
town' for tertiary activities on the edge of one of 
Berlin's lakes, developments associated with Berlin's 
application to host the year 2000 Olympic Games, or 
to house the Federal Government when eight 
departments moved from Bonn. 

2.7 The Senate assumed responsibility for East Berlin 
on reunification, and the Economic Development 
Corporation extended its programmes of support 
there. A DM 100 million fund was established (to last 
until the end of 1993) to renovate commercial and 
industrial premises in the east. The opening of the 
eastern Lander to 

competitive banking exposed the relative weakness of 
Berlin's banks, so - with the encouragement of the 
Senate - the Berliner Bank expanded quickly and 
merged with its East Berlin counterpart, the Berliner 
Stadtbank, and with the Senate's Savings Bank, 
Landesbank and the Berliner Hypotheken 
Pfandbriefbank to form united Germany's sixth largest 
bank, the Bankgesellschaft Berlin (78 per owned by 
the Senate). 

2.8 Reunification, however, raised many other 
problems. The extraordinary level of subsidies to the 
West were drastically reduced (to end in 1994), and 
some predicted that even before then manufacturing 
companies were closing or relocating either back to 
the western parts of the country, beyond Berlin to the 
surrounding Land of Brandenburg (encouraged by the 
rapid development of business and industrial parks in 
Brandenburg's cities and towns) or elsewhere in the 
eastern Lander, helped by the major transfer of funds 
from Bonn to the east.  Others suggested relocation 
might leave Germany altogether, avoiding the eastern 
Lander where productivity and infrastructure were 
poor, but wages - by decision of Bonn - at the same 
level as the west. Whereas Germany had an average 
hourly wage of DM 42, it was said, Poland (only 45 
minutes drive from Berlin), former Czechoslovakia 
and Hungary had equivalent rates of DM5-7. 

The industrial structure of both parts of the city, but 
particularly the east, was seen as uncompetitive and 
undercapitalized. Industrial employment in the east 
was said to be one third of the 1989 level, and the rate 
of unemployment 14 per cent (but it was 12 per cent 
in the west during the recession of 1993). The east was 
marked by poor infrastructure and 
telecommunications, and both east and west had, it 
was said, poorly trained workforces. On the other 
hand, both parts were `overindustrialized' by the 
standards of other west European cities, so that it was 
expected  that the process of deindustrialization which 
had been spread over some two decades in other 
cities, would occur much more rapidly in Berlin, 
suddenly exposed to open competition. The severe 
recession exaggerated these questions - there was little 
new business attracted to the city, and most new jobs 
recorded were the result of the Treuhand privatization 
programme in the east rather than new initiatives. 

The decline of subsidies to the west, as well as the 
recession, forced a contraction in public spending, 
symbolized in the announcement of 10,000 
redundancies in the City labour force and the closure 
of two famous theatres. The markets of eastern
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Europe in which Berlin had placed great hopes, 
developed much more slowly than expected and 
offered no short term relief to the city. 

The strengths remained. Research and education  as 
well as medical services remained strong. There was a 
substantial cultural sector, albeit heavily subsidized, 
including three opera houses, many theatres, museums 
etc. The creation of a teleport, the proposed new 
international airport (with a projected capacity of 30- 
40 million passengers by the turn of the century, 
provided the existing three airports were closed), and 
the opening of a new Warsaw-Paris railway line would 
further strengthen the city's position.  The transfer of 
federal government bodies to the city - the Berliner 
Bank estimated 15,000 jobs would be moved to Berlin 
over seven years, and in total 58,000 jobs would be 
created - would give a considerable boost to the City's 
labour market and economy. 

The decline of subsidies was also an opportunity, 
albeit a painful one, to shift the City from its 
predominantly State directed form, encouraging public 
action as facilitating rather than providing. The Senate 
increasingly came to include partners who were 
outside the Chamber of Commerce (with whom there 
had always been considerable collaboration) within the 
voluntary sector. For example, the Senate employed 
Stadtbau (which began as a squatter organisation and 
moved into training) to develop job creation schemes 
in the eastern central district of Mitte. 

However, despite high hopes, it was most unlikely that 
Berlin would ever again be able to repeat the role it 
played before 1945 - the biggest centre in Germany of 
government, manufacturing, finance, communications 
and culture. The time since the end of the second 
World War had seen a much greater pattern of 
specialization develop in Germany's major cities - with 
Munich as the most important centre of high 
technology industry, Dusseldorf in publishing and 
insurance, Cologne in the media and vehicle 
manufacture, Frankfurt in finance, Hamburg in 
shipping and related activities. Berlin was more likely 
to be a Washington than a restoration of the Kaiser's 
capital. 

3. Birmingham (United Kingdom) 

3.1 Britain's recent history is peculiar in that whereas 
in many countries, governments have accepted the 
desirability of administrative decentralization, in the 
United Kingdom the preoccupation with controlling 

public expenditure in the 1980s has led to increased 
centralization. The closer subordination of local 
authorities has gone with, in England, the abolition  of 
intermediary levels of administration (metropolitan 
regional government). This process has been 
accompanied by an increased role by the national 
government in urban initiatives and opposition to 
areas of activity not traditionally part of local 
government, including local economic development. 
Most of the important initiatives and easily the bulk of 
expenditure devoted to the economic restructuring of 
cities has thus been national in origin. Local 
authorities in turn have found it most difficult to 
emulate the economic initiatives undertaken by cities 
elsewhere in Europe. 

3.2 Birmingham xv in the postwar period seemed to 
have made a most successful transition from its 
nineteenth century economic basis (relatively small 
engineering and metal manufacture companies, and 
mining) to a high growth twentieth century 
manufacturing economy, based upon vehicle and 
vehicle component manufacture and modern 
engineering, the heart of one of the most concentrated 
manufacturing regions of Britain (the West Midlands). 
The British economic expansion of the fifties 
provided the basis upon which "Birmingham had 
prospered more brilliantly than any other major British 
city outside London" (Sutcliffe, 1986). By 1971, 60 per 
cent of the jobs in the city were in manufacturing. It 
seemed in the 1960s inconceivable that the West 
Midlands might one day join those stubbornly 
relatively depressed areas of Northern Ireland, 
Scotland, the North East and North West. 

3.4 However, in the first and second major recessions 
since the second World War (1973-5, 1979-81), the 
city and region were hit badly. Half the manufacturing 
jobs in the city were lost by 1981, and the growth of 
the service sector (8 per cent between 1971 and 1989, 
compared to a 48 per cent decline in manufacturing) 
went little way to making up the losses.In the early 
1980s, local unemployment was nearly 20 per cent 
(and in some inner city areas, over 50 per cent). 

3.5 These disasters prompted the City Corporation to 
seek an alternative economic direction in the 1970s 
(without relinquishing the city's position in 
manufacturing).  Three of the City's initiatives were of 
particular importance here:- 

i)the continued upgrading of the airport to make it an 
international terminal;
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ii)the development, with private support, of a £48 
million National Exhibition Centre (the largest in 
Britain, and said to be the tenth largest in Europe; 
half the British national exhibition business was 
claimed by Birmingham, with, in 1990/1991, 4 
million visitors); 

iii)the development of science parks, the first of which 
was through a partnership between the City and 
the University of Aston to create a Business and 
Innovation Centre; by 1992, this was said to be 80 
per cent occupied by 70 companies, employing 
1,000 workers. 

3.6 In the 1980s, the City was increasingly focused on 
an overall economic development strategy, led by an 
Economic Development Unit in the City Corporation 
and closely linked to large local firms. The 
Birmingham Economic Forum was a continuing point 
of discussion for all parties on such topics  as how the 
city should respond to the increased competition 
expected to result from the project of European 
unification for 1992.  The City maintained a strong 
European orientation, and made major - and 
successful - efforts to tap European funds as well as 
national ones. It set as its aim : the redevelopment of 
the city to become a major European centre of 
services, with appropriate cultural facilities and a large 
tourist trade (particularly, business tourism). To this 
end, a number of programmes were developed: 

i)The Economic Strategy for 1985 identified business 
(and other) tourism as a priority area for 
development. The City initiated an International 
Convention Centre (opened in 1991) in the city 
centre as a key focus here; the Centre cost some 
£121 million, and, it is claimed, attracted a further 
£50 million of additional investment; 3,000 jobs 
were created, and the Centre received 35,000 
visitors per year. In the 1987-91 Economic 
Strategy, the City developed a plan to spend £72 
million to make the city the largest centre of fairs, 
business meetings and sporting events in Britain. 
Other supporting facilities were  developed or 
encouraged in the centre - hotels, restaurants etc. 
In collaboration with business groups, the City 
launched a number of schemes to upgrade the 
physical fabric of the inner city (for example, 
through a three year Physical Enhancement 
Strategy, and in the eight areas targeted by the 
Area Regeneration Initiative). A major 
redevelopment of the centre of the city, the 
Bullring, was undertaken to upgrade it as a retail 
trade centre (at a cost of £250 million). The City 

also made bids to host major events -for example, 
the 1992 European Community Summit. 

ii)The City made efforts to develop a large indoor 
sports stadium and other sports facilities as part 
of its bid (unsuccessful) to host the Olympic 
Games. 

iii)The City commissioned a report on cultural 
activities, and this showed that some 13,000 were 
employed directly here (and 6,800 indirectly) in 
libraries, museums, galleries, and places of the 
performing arts (this excluded the Central 
Television studies and associated production 
companies, and the B.B.C.). The City gave 
financial support to  the Birmingham Symphony 
Orchestra (and provided a new symphony concert 
hall in the Convention Centre), and to film and 
television festivals. It succeeded in attracting to 
Birmingham the Royal Ballet and the D'Oyly 
Carte light opera company. The City considered 
creating a National Electronic Music Centre, and 
1992 held its International Year of Culture. 

iv)The City made efforts to strengthen its position in 
education and training. With three Universities 
and centres of research, the City identified as of 
particular interest, research in new technologies, 
in new materials and biotechnology.  Under the 
1987-1991 Economic Strategy, £446 million was 
budgeted (including £203 million of European 
funds) for business, development, training and 
education, and technical research. 

v)All economic strategy documents continued to stress 
the importance of manufacturing and the need to 
upgrade industrial technology.  The City directly 
assisted some firms through endorsements, taking 
shares in smaller and medium-sized firms (until 
this was banned by the central government), and 
the redevelopment for industrial purposes of the 
30 per cent of the city's land owned by the 
Corporation, the upgrading of old sites and 
infrastructure facilities. A series of programmes 
were developed in the 1987-1991 Economic 
Strategy - the Human Potential Programme (£82 
million) was to retrain industrial workers in new 
technology, particularly directed at small and 
medium-sized firms. Additional sites were 
developed - for example, the Holford Business 
Park. The Business Development Programme 
(£73 million) was directed at helping new 
businesses through providing common services 
(financial help, advice and technical support,
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promotion etc). An additional scheme targeted 
key potential investors (in the United States, 
Germany and Japan) and sought to facilitate any 
inward investment. 

vi)The Corporation  stressed the international and 
European dimension  of its aims. A Task Force 
was created, and a European Steering Group to 
seek, in consultation with business groups, to 
attract foreign firms and learn from foreign 
experience. The relative strengths and weaknesses 
of the City were explored, all directed to, as the 
City expressed it, to capture and hold 
comparative advantage at regional, national, 
European and world levels. 

3.7 The strengths of Birmingham had been created in 
a complex of complementary activities concerned with 
business and other tourism - the National Exhibition 
Centre, the International Convention Centre, the set 
of cultural and educational facilities, renovated central 
districts. The City prided itself on its national 
centrality - 95 per cent of the country was within one 
day's drive of the city; on its role as a rail hub, to be 
enhanced by the opening of the Channel Tunnel 
(making Paris, it was said, only five hours away); and 
on its international airport with, in 1992, 3.4 million 
passengers (projected to reach 6 million by the year 
2,000), the main cargo facilities for British Airways, 
and an associated free port. 

3.8 However, Birmingham's weaknesses were also 
prominent. The employment situation remained at 
best fragile, and manufacturing highly vulnerable to 
national recession. In the early 1990s, unemployment 
again came close to its 1979-81 peak; West Midlands 
manufacturing employment contracted by 16 per cent 
(1990-92), affecting most severely engineering, 
transport equipment and communications. At the end 
of 1992, the City unemployment rate was 26 per cent 
for men and 10 per cent for women - compared to 21 
and 8 per cent for the West Midlands, and 16 and 6 
per cent for the United Kingdom. Unemployment was 
concentrated in five inner city districts where the rate 
reached 30 to 40 per cent. The city's unemployment 
was also concentrated among the young (the rate for 
18 and 19 year olds was 33 per cent), and among 
minorities (when the rate for whites was 12 per cent, 
that for those of Asian origin was 27 per cent). 
Birmingham's unemployment was 38 per cent above 
the average for all metropolitan districts in Britain. 
Furthermore, the problem of derelict areas was by no 
means overcome. 

Furthermore, the financial source of the City 
investment programmes was a matter of dispute. A 12- 
person independent enquiry, set up and financed by 
the City Corporation (the report was published in 
November 1993) alleged that the City had diverted 
£250 million of the education budget over five years 
to `prestige' projects in culture, sports and 
international promotion, and that, as a result, the city's 
schooling system was suffering severe problems of 
decline. 

4. Glasgow (United Kingdom) 

4.1.  Britain's old manufacturing cities, like those in 
other industrialized countries, were hard hit by the 
opening up of the national economy, changing 
technologies and a succession of recessions. This is 
especially true of cities which in the nineteenth 
century specialized in heavy industry. Glasgow is an 
example of this and has endured a long and painful 
process of economic restructuring.  In 1903, the city 
possessed 39 shipyards, employing 100,000 workers to 
produce a vessel a day, a third of Britain's shipbuilding 
output per year and a fifth of the world's output (at 
that time it was said that half the world's stock of 
seagoing vessels had been built on Glasgow's river, the 
Clyde). Shipbuilding sustained a mass of other 
industries -steel coal, metal manufacture, heavy 
engineering. Yet despite the incomes generated, the 
city was notorious for its  appalling slums; 11 per cent 
of the housing stock  accommodated more than four 
people per room, compared to an English average of 
0.8 per cent. 

The contraction of shipbuilding and the housing crisis 
became two aspects of the continuing decline of the 
city. After the second World War, the second became 
the key target for public action. Inner city areas were 
cleared and the population rehoused in public 
dwellings either in the inner city, in new towns or on 
the periphery (in the 1980s, 60 per cent of the housing 
stock was still publicly owned).  Clearance drove the 
middle classes from the centre to the suburbs, while 
the working classes were rehoused without regard to 
the location of employment. From clearance and 
rebuilding (1955-1970), the City moved on to 
rehabilitation with the collaboration of private owners 
(1968-1980) and to regeneration, with the emphasis on 
the development of the economy  (1975-) (Boyle, 
1991). In all phases, public action was predominant - 
as it had been for much of the postwar period in the 
city's economy; Glasgow has been peculiarly
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dominated by nationalized industries (shipbuilding, 
steel, coal, railways) or national public subsidies. 

The city was faced with continued population xvi and 
employment decline and persistently high levels of 
unemployment. Between 1952 and 1987, total 
employment declined by 27 per cent, and 
manufacturing employment by two thirds. In the 25 
years to 1990, the city lost 160,000 jobs, and in the 
1980s, the annual job loss was still 3,500. Whereas, the 
early period saw the attrition of the old heavy industry 
capacity, the later years saw the decline of the new 
higher growth industries of the 1960s (metal 
manufacture, vehicles, textiles). Services barely 
expanded to make up the losses until the late 1980s. 

The process of decline was not simply a relocation of 
activity to the surrounding region. Strathclyde, the 
region, lost 43 per cent  of its employment between 
1979 and 1990. Glasgow's losses were particularly 
severe in the recession of the early 1980s, but the 
same problems reappeared in the early 1990s. In 
August 1993, the male rate of unemployment was 24.5 
per cent (and the female, 9.3 per cent). Furthermore, 
restructuring had changed the type of job - put over 
simply, from fulltime male manufacturing jobs to part- 
time female service jobs. 

4.2 From the 1970s, the public authorities were 
preoccupied with the issues of unemployment - 
national government departments (particularly, those 
of Employment, Trade and Industry, and the 
Environment), the Scottish Office and Scottish 
Development Agency (SDA), the Strathclyde Regional 
Council (SRC), the Glasgow City or District Council, 
and in the 1990s, the Glasgow Development Agency. 
Initially, the City, with other public support, 
concentrated upon improving the physical 
infrastructure and promoting the city, but later, it 
moved on to seeking to help private firms to expand 
and individuals to improve their skills. The range of 
initiatives over the years was considerable, and some 
of these are listed below. 

4.3 Business support operated through advisory and 
support services, including the development of land 
and factories, improved environments and promotion. 
Business initiatives by the disadvantaged and 
unemployed were particularly encouraged. The City 
had a special export service to encourage potential 
exporters, and endeavoured through twinning 
arrangements with cities abroad to open new markets. 

4.4 The City tried to encourage tourism through the 
development of leisure and cultural facilities and the 
organisation of major events (for example, the 
National Garden Festival of 1988). It developed or 
enhanced new facilities - the Glasgow Royal Concert 
Hall, the McLellan Gallery, an International Indoor 
Sports Centre, a Transport Museum, a People's Palace 
and Winter Gardens, the Botanical Gardens etc. The 
City financed half the expenditure of the Glasgow 
Tourist Board, and the redevelopment of particular 
tourist areas (for example, the Cathedral Precinct). 

4.5 A number of other initiatives were supported by 
the City - for example, the Govan Partnership in 
training and upgrading public housing, the Workwise 
and Heatwise youth employment programmes, and the 
S.D.A.'s  Enterprise Fund to train and assist young 
unemployed workers to start new firms. The SDA 
financed the Renewal Programme for the East End of 
the city, according to Cheshire and Hay, "the single 
most successful area-based programme to combat 
urban decline in the United Kingdom" xvii 

4.6 The City and the SRC also supported the 
initiative of the SDA to create in 1985 Glasgow 
Action to develop the old city centre. In this case, 
significant public funds were put to work by an 
organisation run by prominent Glasgow private 
businessmen in a series of parallel programmes: 

i)the development of major offices in the centre; 10 
sites were proposed for development over five 
years, but in fact 20 sites were developed, 
creating, it is claimed, 7,000 new jobs (in fact, 
3,200 had been proposed before the project was 
begun). 

ii)a programme of general refurbishment of the rest of 
the city centre, with associated housing and 
environmental improvements. 

iii)Glasgow Action targeted companies with 
headquarters in the south-east of England to seek 
to attract them to relocate to Glasgow, and had 
some important successes in this endeavour. 

iv)attracting tourists to Glasgow became an important 
aim through seeking to make the city the location 
for business and other conferences, and 
exploiting the new cultural facilities. 

v)research and development was also encouraged, and 
a new Glasgow Science Park set up.
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vi)from an early study of the airport, Glasgow Action - 
in collaboration with many other agencies - 
developed a programme to upgrade and expand 
the facilities; by 1990, the airport had secured five 
direct routes to North America, 11 to European 
destinations and 27 domestic routes 

4.7 The success of Glasgow Action prompted its 
reorganisation and expansion in 1991, while retaining 
its essential objectives of improving the city through 
the private management of public funds. Glasgow 
Action was merged with the Glasgow offices of the 
Scottish Development Agency (which became Scottish 
Enterprise) and of the national Training Agency to 
form the Glasgow Development Agency (GDA), a 
"local enterprise office" with an annual budget of £50- 
70 million and responsibility for training, business 
advisory services, and promotion. 

4.8 The wide variety of activities by many different 
agencies had, from the point of view of the City 
Corporation, the central aim of turning Glasgow into a 
centre of service activity, or culture and tourism. The 
City authorities greeted with acclaim what was seen as 
the recognition of their achievements in this field 
when the city was in 1990 declared `European 
Cultural Capital'.   Office expansion had indeed taken 
place - there were 17 major office investments 
between 1986 and 1991, and office employment had 
increased by 30 per cent. The city remained the largest 
concentration of wealth and employment in Scotland, 
an important centre of the retail trade, of higher 
education (with three universities) and research, of 
advanced medical services, culture and 
communications. 

4.9 However, the city had not been able to restore a 
manufacturing base - new industry tended to locate 
elsewhere in Scotland, particularly around the new 
towns, such an important component of the spatial 
policies of the immediate postwar period.  There 
seemed to be a profound mismatch between the low 
skills of the unemployed - and heavily male - labour 
force and the demand for workers in new activities. 
Household income remained lower than average for 
Britain; even in the Strathclyde Region, 20 per cent of 
the population were below the national poverty line, 
compared to 12 per cent in Scotland as a whole. Some 
commentators argued that the growth of service 
employment was essentially in temporary, casual and 
part-time work with low income,  two thirds of it 
sustained only by public investment - "Glasgow's 
flirtation with `culture' may be (replacing,NH) the 
city's  dependence upon shipbuilding and heavy 

engineering with an equally dangerous dependence 
upon the service sector  and in particular upon low 
paid, semi-skilled jobs in tourism and leisure" (Hayton, 
1990). The judgement was premature. 

5. Lyons (France) 

5.1 Lyons xviii , the second city of France and 
historically an important industrial area, experienced a 
more radical decline than France as a whole following 
the world recession of 1973-75. The 1976 Master Plan 
for Courly was still projecting a significant growth in 
population and employment, and laid out a case for a 
series of important capital projects (the airport, the 
extension of the new subway, the expansion of the 
universities). However, the population had already 
started to decline, spreading away from the central 
area into a larger region (net migration to the city had 
become negative: -0.16 per annum; and between 1975 
and 1982, the central city lost 1.4 per cent of its 
population). Manufacturing employment declined by 
some 60,000 up to 1985 (with additional losses in 
agriculture and construction of 9,000 jobs each; 
60,000 jobs were added in services, making a net job 
loss of 19,000). The job losses were most severe in 
some of Lyons' traditionally strong sectors of 
manufacturing - heavy chemicals, smelting, electrical 
machinery, vehicles, textiles (which in total covered 
between 30 and 50 per cent of the losses), leather and 
shoes, pulp and paper, and rubber. In vehicles, one of 
the most important sectors in the past, employment 
contracted by 26 per cent (1973-86). However, some 
manufacturing continued to grow -secondary 
chemicals and pharmaceuticals, printing, ferrous 
metallurgy. One of the few consolations in this 
restructuring process was that the decline in 
employment did not produce a disproportionate 
increase in unemployment - the 1975 rate was 2.9 per 
cent, and the 1987 level, 8.3 per cent (compared to the 
national rates respectively of 4.6 and 10.5). 
Furthermore, services had grown significantly, and 
Lyons remained the second largest financial centre in 
the country, with a stock exchange and close links to 
some leading banks, as well as a leading centre in 
health facilities, education and research. 

5.2 However, the picture of relative industrial decline 
was less clearcut, the wider the region considered. If, 
following Beckouche, Davezies and Schébath (1993), 
we take the extended Region Urbaine de Lyons (1236 
communes, with 3 million population), still one of the 
major manufacturing regions of Europe is revealed, 
with particular strengths in textiles and garments, basic
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and secondary chemicals, mechanical engineering, 
foundries, and vehicles. Despite the downturn in the 
early 1980s, both population and employment grew in 
the second half of the decade. Thus, Lyons' role as a 
major supplier of business services has been 
stimulated by the growth of the larger region, even if 
its own manufacturing has declined. 

5.3 The City and the national government sought to 
restore the economy through programmes of urban 
renewal and the development of industrial parks (what 
became in the later plan, technopolises). In the early 
1980s, the national Plan of Action for Employment 
and Industrial Restructuring began to focus much 
more specifically on the issues of unemployment, 
without this having apparent strong effects.  However, 
there was a significant shift of focus in the basis of 
city planning strategies. In 1982, the national 
government introduced radical decentralization 
measures (under the Planning and the 
Decentralization Acts), according cities much greater 
powers over local economic development (although 
they were barred from taking equity holdings in 
companies). The central government continued to 
supply up to half the funds for economic 
development, but without strings, and local 
governments were now permitted to borrow freely on 
their own credit for projects without central sanction. 
One of the immediate results was a much greater 
concern with the local economy and with 
collaboration with other authorities for urban 
development.  In the case of Lyons, the central 
government had dominated the formulation of the 
first plan (in operation from 1976), and its 
implementing agency, SDAU (Schéma Directeur 
d'Aménagement et d'Urbanisme de Lyons). The 
second Master Plan (initiated in 1988, completed in 
1990) was entirely controlled by the elected political 
leaders of the relevant local authorities (71 communes) 
in SEPAL (Syndicat d'Etudes et de Programmation de 
l'Agglomeration Lyonnaise), and was much less 
oriented on a programme of public infrastructure 
provision, much more on sketching a vision of Lyons 
in the 21st century. 

5.4 The second plan is directed at making Lyons  a 
"European metropolis", the core of the activity of 
which is in its role as transport junction, in business 
services, in science and technology, in culture and a 
handsome environment for citizens and tourists. The 
plan document discusses only a few of 100 major 
investments proposed, to cost F.Fr. 18 billion 
(F.FR.11 billion to be raised by the local authorities, 

the rest from national government agencies), but they 
are grouped according to these five themes: 

i)Transport and communications. The plan identifies 
an enlarged Satolas international airport (with in 
the early 1990s 50 direct international flights, 3 
million passengers and 12,000 tonnes of freight 
annually) as the centre of a major European 
intermodal junction, linking the TGV high speed 
railway to the south coast (with a new railway 
station) and the city's five important autoroutes 
(the eastern route to be built).  A business park is 
being created to exploit this centrality. 
Furthermore, the underground railway was to be 
extended beyond the three lines opened in 1978, 
and the city ring road completed. A new teleport 
was to be opened, linked to the technopolises 
mentioned below. 

ii)Services to business. The urban region remains an 
important manufacturing area, particularly in 
some locally-based research growth sectors - 
secondary chemicals and pharmaceuticals, 
biotechnology, new materials and robotics. Many 
of these activities are located in the technopolises, 
developed in the 1980s, where teaching and 
training, research in high technology, and 
innovative companies are combined. These 
include a biochemical centre, a National 
Informatics Park, a health technopolis. 
Furthermore, the City proposes the construction 
of an International Business Convention Centre 
and Exhibition Park (Euroexpo) to complement 
this activity. 

iii)Education, research, health. There are some 75,000 
students in Lyons' three universities, along with a 
new Ecole Normale Superior at Gerland (set up 
in 1987), and 15 national schools. The City sees 
this group as an important element in the city 
economy. The plan commits the City to create a 
university quarter in the centre, well served by 
transport, and an important attraction for tourists. 
The plan claims that 400 research institutes 

already exist in the city - in nuclear energy, agro- 
chemicals (Rhone-Poulenc), Railways, cancer, 
medicine (the Pasteur Institute) and 
biotechnology.  Medical research is closely linked 
to a famous Medical School and a complex of 
specialized hospitals and clinics. 

iv)In culture, a key component of the City's tourist 
strategy, the plan identifies the existing strengths 
of the city and the new elements to be added or
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renovated - museums (particularly the Gallo- 
Romain, the Beaux Arts, the Tissus), 
archeological parks, theatres (including the 
Théatre du 8eme), the National Music 
Conservatory, the National Orchestra of Lyons 
and its Concert Hall, the Houses of Dance and of 
Image and Sound, opera, libraries, exhibition 
centres and galleries. The plan also identifies a 
series of events to attract visitors - the Biennial 
Dance Festival, Festival Berlioz, and Octubre des 
Arts. It is also proposed to establish a popular 
music centre and a museum of modern art. 

v)Renovation - the City is to continue upgrading and 
restoring the inner city and the historic quarters. 
with the further development of hotels and 
restaurants. The harbours and quays of the 
riverside are to be particularly targeted for 
upgrading, along with the general environment. 

5.5 The components of achieving a major European 
metropolis are laid out as a set of programmes to be 
accomplished up to the year 2010. The vision was the 
result of a wide consultation among citizens, officials, 
businessmen and academics, which perhaps accounts 
for the heavy emphasis upon the quality of life in the 
city as its main economic attribute. 

Part II 

1. The different starting points 

1.1 Each city examined here had - and has - a unique 
composition of output of goods and services, even if 
the highly aggregated statistics rarely reveal this. Yet 
all, to a greater or lesser extent, were precipitated into 
seeking to reshape the local economy by a sharp 
contraction in their different manufacturing sectors - 
particularly heavy industrial cities (shipbuilding, steel, 
coal, heavy engineering) by the first major postwar 
recession (1973-1975), but most by the second major 
recession (1979-81), affecting especially industries 
such as chemicals, vehicles and vehicle components, 
consumer durables etc. Insofar as cities had a 
significant share of activity in services not directly 
dependent upon manufacturing, they were able to 
offset the contraction, as seems to have occurred in, 
for example, Frankfurt, Dusseldorf, Brussels, Reading 
and Bologna. In some of these cases, the third major 
recession, starting in Britain in 1990 has had 
disproportionately negative effects in the tertiary 
sector. 

1.2 An additional factor in the decline of urban 
manufacturing and the growth of services, particularly 
marked in the case of Britain, is a shift from fulltime 
male work in manufacturing to part-time female 
service jobs (reflected in markedly different 
unemployment rates for the two sexes in British 
cities). Unemployment also disproportionately affects 
the young. However, the problems are partly masked 
by large-scale withdrawals from the labour force, 
particularly by those in the age group 50 to 65, 
utilizing various schemes of early retirement or 
disability pension to cease to be either employed or 
unemployed. It has been argued that the difference 
between the British case (the growth of part-time 
employment) and continental Europe lies in different 
regimes of regulation and compensation, but it may 
also be related to different compositions of output. 
Either way, policies to stimulate the growth of 
employment are required to be more carefully targeted 
on particular groups - the young unskilled and the late 
middle aged former manufacturing worker, 

1.3 Simultaneously, city managers came to appreciate 
the growing internationalization of their local 
economies, a process long developing, but particularly 
marked in the 1980s, especially with the moves to 
European integration, culminating symbolically in the 
project to complete the single market by the end of 
1992. Rethinking the role of cities shifted attention 
from national manufacturing to the `European 
metropolis'. This was strengthened by an apparent 
weakening in the capacity of national governments to 
determine the activities in their domestic economies, 
and, in a much more open world economy, the 
requirement of much greater flexibility - achieved 
both through a rundown in the public sector 
(nationalized industries, State provision etc.) and 
measures of decentralization of power to local 
administrations. Thus one element in growing 
`globalization' appears to be increased roles both for 
supra-national bodies (from regional governments, 
such as the European Community, to international 
agencies such as the International Monetary Fund etc) 
and subnational ones (for example, city 
governments).Indeed, the economic rivalry between 
cities has become an increasingly important area of 
market competition, to some extent superseding 
competition between countries or governments. The 
trend is exaggerated in Europe by the rapid 
development of transborder communications - 
motorways, railways, short haul air services - and as a 
result the apparently disproportionate growth in 
transborder transactions and the emergence of new 
supranational economic regions - the so-called `blue
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banana' linking London and Milan, or the secondary 
Mediterranean banana linking Barcelona and Genoa 

1.4 On the other hand, increasing competition 
between cities within the same country has been 
accompanied by the development of collaborative 
networks of cities in different countries - whether 
through the ever-popular `twinning' arrangements 
(which have moved on from the exchange of city 
officers to the exchange of university students and 
staff, the pursuit of joint business ventures and 
supplies to each other's markets) or the creation of 
associations of cities, partly as lobbies on European 
Community issues but also as mechanisms to 
exchange information on the process of economic 
restructuring and the efficacy of different public 
interventions. As we have seen, these were some of 
the objectives of the grouping which included Lyons, 
Frankfurt, Milan, Birmingham and Rotterdam. There 
are possibly many other such groupings - for example, 
that between Nancy, Karlsruhe, Halle and 
Nottingham. 

1.5.  However, these supranational configurations - 
insofar as they exist in the real economy - should not 
conceal the continued predominant importance of 
different national frameworks which predetermine the 
power and initiatives of city governments. In the 
Federal Republic of Germany, the power of the State, 
the Land, in terms of self-financing, the capacity to tax 
and borrow and the legal powers to innovate and 
implement projects, was much greater than that 
normally available to local authorities in unitary 
systems; Berlin, as a Land, is therefore not strictly 
comparable  with the other cases examined here.  The 
French 1982 decentralization measures, however, 
went some way to strengthening the communes and 
counties, and therefore the federations of communes 
which constitute metropolitan areas. At the other 
extreme, the British government has, in the past 
fourteen years, under the spur of the attempt to 
control public expenditure, steadily increased its role 
vis-a-vis local authorities to establish, in British terms, 
an unprecedented degree of centralization (in this 
respect, France and Britain have exchanged places in 
the historical record of governance). The British 
Government has also taken powers to prevent local 
authorities undertaking significant economic 
initiatives, and substituted centrally controlled 
programmes or non-elected statutory agencies, 
Development Authorities or Agencies, Local 
Enterprise Offices etc.. Thus, the particular role of 
city governments is very different in different 
countries, as opposed to the wide diversity of 

initiatives undertaken at the local level by a variety of 
public and private agencies. 

1.6 The context is different in another way. The 
European experience and instincts, whether Christian 
or Social Democratic, has placed much greater 
emphasis upon the role of the State than has occurred 
in the United States.  The restructuring of economies 
has occurred at the same time as a generalized 
movement against this idea of the all powerful State in 
the economy. The process of restructuring is not just 
concerned with changes in the sectors of the 
economy, but also with a change in the leading actors, 
a change in the relationships between public 
authorities, private firms, voluntary organisations and 
the citizens at large. 

2.Types of Programme 

2.1 Many cities initially reacted to the decline in 
manufacturing by seeking to use the public authorities 
to defend directly industry - some by direct 
investment in manufacturing (London, for example, 
created a small merchant bank, the Greater London 
Enterprise Board, for this purpose), developing - in 
collaboration with the relevant industrial association - 
industrial strategies for particular sectors, others by 
seeking to facilitate the utilization of a growing range 
of national programmes of support and subsidy to 
industry, or to provide physical support through 
serviced industrial estates and, in some cases, advance 
factory building. The results were not significant, but 
the programmes were risky and expensive. Budgetary 
constraints, if nothing else, forced a scaling down of 
assistance and the replacement with advisory and 
promotional services, particularly for small  firms and 
new start ups, and in the fields of high technology 
(hence the growing number of Science Parks, although 
not all of them had much science in them, and in 
some cases, costs had to be defrayed by letting to 
warehouse companies). For the unemployed, training 
and retraining was the favoured method of assistance. 

2.2 Over time, cities have become less preoccupied 
with securing, holding or reviving manufacturing, and 
there seems to have emerged a view that there is little 
long term future for manufacturing (at least, for 
manufacturing which employs a lot of people) in 
cities. For those cities, as in the United Kingdom, 
faced with significant long term unemployment, this 
has perhaps entailed an implicit abandonment of the 
unemployed to the care of national social security 
systems.  As decayed physical infrastructure has come 
to be written off no longer realistically susceptible to
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incremental reform, it seems the same fate has come 
to be visited on the obsolete labour force. Experience 
so far has not shown that there are viable alternatives. 

2.3 The cities examined here have - in the 1980s -all 
come to opt for seeking to create a service-based city 
economy, with a surprising unanimity as to what is to 
be included in this - communications, health facilities, 
research and development, tertiary education, culture 
and sports. In some ways, this is no more than an 
attempt to bring old industrial cities to the standard of 
large non-industrial cities (particularly those which are 
capitals). The old emphasis upon the city as a place of 
production (and the negative byproducts of this 
orientation are to be dismissed as trivial criticisms) has 
given way to the city as pre-eminently a place of 
superior consumption, of culture, leisure and tourism, 
characterized by a pleasing, green and clean urban 
environment (thus reintroducing the classic urban 
agenda of efficient municipal services), with well- 
maintained historical neighbourhoods and 
monuments.History has thus been carefully recycled 
to meet current consumption needs. 

2.4 Turning these - often public sector - initiatives 
into commercially viable projects places great stress on 
the role of tourism. Higher education generates local 
incomes, and, as we have seen in Lyons, the creation 
of a University quarter, a Left Bank, may indeed be a 
focus for tourism. Cultural facilities similarly have the 
capacity to generate tourist revenues and therefore 
form an export sector, but few cities seem to evaluate 
the considerable costs involved in developing concert 
halls, indoor sports stadia etc. relative to expected 
returns to the city, and there is little assessment of the 
opportunity costs. In the case of health facilities - 
again, often publicly funded - we have seen in the case 
of Barcelona how the association of private clinics 
established a consortium with a bank, hotels and the 
State airline to create a kind of health-related package 
tour for patients. 

2.5 However, the development of communications 
(transport and telecommunications) mark off the 
modern city from its predecessors. In a globally or 
regionally integrated economy, movement (of goods, 
people, finance and information) increases much faster 
than output; an increasing proportion of each city's 
goods and services are exported beyond the city's 
boundaries.Thus the means of transfer and 
accessibility become  preconditions of economic 
growth. Most cities recognize this, and have made 
considerable efforts to help or press for the expansion 
of airports, high speed rail links and junctions, 

motorways with swift access to cities, ring roads etc., 
and the ubiquitous teleport.In some cases, as we have 
seen with Barcelona, the location of these different 
elements of the transport network has been employed 
to create a multi-modal transshipment junction, with 
an associated business park for appropriate 
enterprises. In the case of Barcelona, this utilizes the 
city's peculiar geographical location on the container 
route from Asia to Rotterdam. 

2.6 In many cities, great emphasis has been put upon 
the creation of `image', specially as an international 
metropolis. It is difficult to evaluate the significance 
of this, particularly where, as in the case of the Lyons 
plan, the pursuit of image seems to supersede the 
specific projects proposed. Perhaps in the cities 
examined - or at least, among city managers - there has 
been such a long drawn out process of decline and 
demoralization, the remoralization of advanced public 
relations is required to restore commitments to 
change. However, the emphasis can be politically 
dangerous if, beneath the media hype, significant 
numbers of citizens feel little improvement and are 
understandably enraged by being offered an image 
rather than a job, and at considerable long term cost. 

2.7 All the cities have come to pursue an enabling 
strategy. All cities economically depend upon making 
a specialized contribution to national or world output, 
not a standard one. Indeed, insofar as they fail to 
capture a specialized niche or set of niches in the 
wider economy, to that extent they are vulnerable to 
competition from other cities.  As mentioned, the 
specialized role of Germany's large cities is clearer 
than in many other countries (where one large city, 
Paris or London, may monopolize many roles which 
in Germany are divided between cities). But with the 
decline in a major specialization in manufacturing, it is 
difficult for cities to choose and foment what might 
be the future service specialization, to `best guess' the 
market. It could be that Lyons' research and 
development sector will turn out to be heavily 
dominated by medical research, and Berlin's, by 
aerospace or robotics, but cities cannot decide this in 
advance in order to shape a highly specific set  of 
support measures. The lack of discrimination gives the 
appearance that all cities are doing much the same 
thing, and as a result, oversupply in some fields will be 
self-destructive, whereas they ought to be seeking to 
exploit a peculiar set of advantages. The minimization 
of risks in making such a choice is offset by the higher 
costs of being indiscriminate.
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3. Planning and Agencies 

3.1 The period of the restructuring of Europe's older 
industrial cities straddles also a time of transformation 
for what is considered to be planning. Furthermore, 
the agenda of economic issues presented for planning 
remedy are not at all susceptible to the old methods of 
statutory direction, control and regulation. In the old 
form of planning, embodied in the idea of a Master 
Plan (a term still employed in some cases even though 
the mastery has long since faded away), an expert 
diagnosis of problems led to solutions embodied in 
the control of land uses as the most important 
instrument for reshaping the city, and the unilateral 
public provision or delivery of services at whatever 
standard was currently accepted by the municipal 
engineers.  The shift has been to `strategies' with 
much vaguer and more flexible `scenarios', without 
precise objectives, norms or controls, leaving open the 
possibility of radical change of direction to exploit 
unanticipated opportunities (hence the popularity of 
the idea of an `Entrepreneurial City'). Furthermore, 
the plan is based not upon expert - and 
unchallengeable - diagnosis, but upon consensus, on 
sets of collaborative projects which in sum are, at best, 
indicative rather than mandatory. Public authorities 
increasingly stress the limits of their role and the 
crucial inputs of non-public agents. Local coalitions 
and alliances come to play a key role in the discussion 
of options; the City Forum concept - as in 
Birmingham and London - is a means to pursue a 
continuing discussion of the changing options facing 
the city; Rotterdam's ROTOR (Development Board of 
the Rotterdam Region) has been constituted as a 
permanent think tank on how the city should react to 
the increasing competition in a united Europe. Thus, 
the issue of the plan is not centrally the public 
authorities deciding what they intend to do (or at least, 
present publicly since there was always a gap between 
stated intention and reality), but rather exercising 
leadership in a process of creating a political coalition 
for implementation. As Josep Roig Marti puts it in the 
Barcelona context, the plan has become "a sort of 
intention contract" to stimulate reflection on the role 
of the city, its strengths and weaknesses, rather than 
outline a scheme of regulation and targets(in La 
Ciudad Ante el 2000, p.92). Barcelona City Council 
proudly claims that the city's plan was based upon 
consultations with 560 corporate bodies and 
individuals. 

3.2 On the other hand, private business and voluntary 
organisations have been obliged to change. For a long 
period, businessmen have been happy to concentrate 

exclusively on their own businesses, leaving the 
management of the city to public authorities. 
However, the sheer scale of decline has forced them 
into the public domain. The health of the city has 
come to be seen as important for the profitability of 
business. This is a partial return to the situation in the 
nineteenth century when city businessmen seem to 
have been much more actively involved in promoting 
local improvements from the provision of water 
supply to education and training. 

3.3 The shift in the political significance and 
organisation of planning has gone with a greater 
diversification in the means to implement projects. As 
we have seen, the creation of private subsidiaries of 
public authorities (as in Berlin and Barcelona) to 
undertake programmes or projects is a continuing 
theme, and in the British case, this has been one of the 
important approaches of the national government to 
local initiatives. Partnerships xix have everywhere 
become a norm, whether between public agencies, 
public and private bodies, public and voluntary 
organisations - or in public efforts to stimulate 
households and companies (as with the Barcelona 
programme to renovate individual buildings). Private 
companies have come to spearhead local improvement 
programmes in collaboration with public authorities - 
as in the case of Marks and Spencer's inner city 
programme in Britain, Lazards New York City 
Partnership or the Shell Consortium in Hamburg. As 
we have seen, in Glasgow Action, public funds have 
been put at the disposal of an agency run by private 
businessmen. Furthermore, cities have increasingly 
come to rely for implementation on voluntary agencies 
- as in the approach of the Berlin Senate to 
employment schemes in east Berlin's Mitte, where 
public funds are being spent by a non governmental 
organisation. Science Parks have usually similarly 
involved collaboration between a University, private 
business and public authorities. 

3.4 The same diversification has occurred in funding 
sources. While the bulk of finance still derives from 
national governments, the art of City management has 
come to lie in the capacity to put together funds from 
many sources, national and local public agencies, 
international agencies (the European Community), 
foundations, private companies and the citizens at 
large. Again, unilateral public provision has 
fragmented into a changing diversity of sources which 
strengthen local initiative. 

4. Effectiveness
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4.1 There is a remarkable lack of evaluation of the 
effectiveness of the programmes described here, either 
by the cities concerned, the national governments, or 
international agencies (for example, OECD xx ). It is 
difficult if not impossible to get rough orders of 
magnitude for the costs of different programmes, let 
alone rigorous criteria for success or failure.  Few 
cities have endeavoured to assess indirect effects, 
investment `leveraged' or employment multipliers. 
This is true even when governments stress `value for 
money'. The lack of data thus allows widely divergent 
opinions - for example, in Berlin, between those who 
argue that the Senate has been decisive in reorienting 
the economy, to those who deny that it has had any 
significant effect at all on the overall economy. 

4.2 However, major projects have been completed, 
and often central city areas transformed, allowing a 
significant expansion of tertiary activities. Access, 
transport networks and telecommunications have been 
considerably improved. Cities have come to perceive a 
new role for themselves in the provision of high 
quality services in activities formerly taken for granted 
as simply to serve the local population (education, 
culture, health and sports facilities).Furthermore, there 
has been a revival of confidence after the dispiriting 
experience of radical economic decline of the past 
couple of decades. Cities have been restructured and 
are now in a position to exploit their new advantages, 
even if the full rate of return will take a long time to 
realize. 

4.3 These striking changes have in some cases - and 
the British example is possibly the most extreme - not 
resolved the obstinate persistence of poverty and 
unemployment among a significant minority of the 
population xxi . Expansion in new employment seems to 
have benefited either commuters or part-time women 
workers, not meeting the need for fulltime work for 
the unemployed. Insofar as the aim of economic 
development programmes was to reduce 
unemployment, the results have been disappointing - 
even if cities have prepared for themselves a future 
dynamic role. 

5. Lessons for Warsaw 

5.1 Warsaw as both a national capital and an historic 
city has, unlike many of the secondary cities discussed 
here, an extraordinary wealth of historical quarters, 
buildings and monuments (many excellently rebuilt or 
restored), and a rich cultural life (music, opera, drama, 

the film etc.) with the facilities appropriate to an 
important power. Thus, the central task for economic 
development is less the creation of these elements and 
rather more making them accessible to a much wider 
audience. 

5.2 Furthermore, what is of possible relevance in the 
case studies for Warsaw is powerfully determined both 
by the legal and financial powers available to the city 
authorities, the historical endowment in terms of 
manufacturing and service activities (for example, 
health and sports facilities, education, research and 
development etc.), and the geographical uniqueness of 
Warsaw's location (what the public relations industry 
might, for example, describe as `Gateway to the East' 
or `Window on the West'). However, the overall aim 
ought to be clear, as expressed in the Birmingham 
strategy documents : to capture and exploit 
comparative advantages at the regional, national, 
European and international levels. But  comparative 
advantages are rarely invented out of nothing; they 
emerge from existing activities, out of present 
strengths and weaknesses, and the competitive 
context. Often, they are unanticipated - as with, for 
example, Bogota's sudden emergence as the second 
largest producer of cut flowers in the world, or as a 
centre of printing and publishing for the United States' 
market; or Bombay as a centre of software 
programming for California's Silicon Valley, or 
ticketing and accounting services for international 
airlines; Singapore as a centre of high level medical 
services for south east Asia (in this case, long term 
government support has been of importance) etc.. The 
bundle of these activities which cities can create 
predetermines the future growth strategy of the city 
and indicates the points at which careful public 
intervention can be of greatest assistance. 

5.3 Identifying what are the emerging strengths 
requires research, in close collaboration with private 
sector agencies which are introducing innovations. In 
some case, such research has been undertaken by local 
universities, although too frequently such research 
remains simply critical (which can be useful, but needs 
to be complemented by some positive orientations on 
where the city is going). Sometimes cities themselves 
have tried to undertake the research, but often this 
becomes subordinate to the short term political 
priorities of survival of the City authorities, so that is 
has the opposite demerit to university research. Finally 
some cities, usually in collaboration with the local 
Chamber of Commerce, powerful business groups and 
sometimes the national government, have created 
separate research institutes with, under the arms length
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guidance of a council uniting the different interests in 
the city, a reasonable degree of autonomy in setting 
the agenda of research issues and orienting on the 
medium term. 

5.4 Research is necessary to identify the data, to link 
the data to wider national and global issues, to 
evaluate programmes and suggest policy options and 
economic opportunities. But it needs to be linked to, 
and to inform, a continuing discussion on where the 
city is going. The research can never offer clearcut 
`scientific' options, only arguments based on the 
weight of available evidence, and  the options will 
always involve risk. The community at large has to 
understand those risks and be involved, out of their 
experience and preferences, in the choosing of 
options, so that action can hopefully call upon a 
coalition of support. As we have seen, the creation of 
City Forums, of `think tanks', the process of 
widespread consultations, continuing discussion in the 
press, in Chambers of Commerce and Industry, 
business associations, non-governmental organisations, 
as well as in the City corporation, have as their end 
both the identification of the most appropriate 
directions and the creation of a consensus to pursue 
them. 

5.5 The third link in the chain between research, 
public debate and action is building within the City 
authorities a department to advise the City managers 
on the short term directions suggested, to provide 
continuing information (often, for example, through a 
Statistical Yearbook of the City, a continuing bulletin 
of information and opportunities, and occasional 
seminars or workshops on specific topics), to advise 
on the implications for the city of changes in 
government policy or international events, to brief city 
managers on negotiations with national governments 
etc.. 

5.6 As a preliminary step in this process, it might be 
useful to carry out a quick comprehensive audit to 
evaluate the present strengths and weaknesses of the 
city which, as a report, can be presented for discussion 
to the forum as a first approximation. Following from 
the case studies examined here, this might include the 
following sorts of questions (presented in no order of 
priority): 

i)how far is Warsaw's financial sector equipped to 
become both an effective financial centre for 
Poland and an important centre of modern global 
financial activity, a link between the global 
centres and Poland and eastern Europe, covering 

different financial instruments (including foreign 
exchange transactions, international equities, 
derivatives etc)?  How far is the physical fabric of 
the financial quarter, its telecommunications and 
transport access, appropriate to this role? 

ii)How far is the transport system of the city 
appropriate to an emerging international 
metropolis - the airport (terminals, runways, 
access roads, intermodal exchange systems), likely 
to be subject to disproportionate growth of 
passenger and freight traffic in the immediate 
future; the motorway or autoroute system, 
connecting Warsaw westwards and eastwards; the 
rail system and railway terminals, the possibility of 
high speed rail connections (the proposed high 
speed link to Paris); how far can the transport 
system be exploited for other purposes (for 
example, air cargo transhipment warehousing, 
processing, distribution; aircraft maintenance, as 
an activity competitive with other European 
centres etc)? 

iii)How adequate are Warsaw's support facilities - 
hotels and restaurants, neighbourhoods and 
historical sights, the environment; would Warsaw 
be an appropriate site for international 
conventions and exhibitions? 

iv)How adequate are the cultural facilities to the full 
expression of Warsaw's rich cultural life?
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In common with most East European cities, one must 
presume the sports facilities are already excellent. 

v)What are the strengths and weaknesses of Warsaw's 
manufacturing industries?  What are likely to be 
the results of continued opening up of the 
economy and intensified competition?  What 
social support policies are required to soften the 
possible impact of deindustrialization? What are 
the possibilities of facilitating industries in the 
high technology sectors (and which are these?), 
linking research centres, universities, private firms 
and possibly a science park located with good 
access to the airport? 

vi)What are the relative strengths and weakness of the 
higher educational and the research sectors? How 
far can these facilities be enhanced to strengthen 
the competitive position of the city? 

vii)Poland has long recognized the important role that 
foreign capital, technology and management can 
play in upgrading the economy, and it is possible 
that Warsaw already possesses the means to target 
foreign companies and facilitate the location of 
foreign-owned plants in the city. However, a 
strategy to attract foreign investment could be a 
useful means to upgrade the city's activities. 
Furthermore, the proximity of Germany gives 
Warsaw special advantages for German firms 
(particularly given the level of German wages in 
comparison to Polish). 

5.7 However, all these are components of the 
standard enabling context for activities. They are the 
entry point to identifying the real core of Warsaw's 
special advantages, the bundle of activities which can 
lift and sustain the city's economy into the twenty-first 
century.
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NOTES 

i.The most vivid illustration of this point can be seen 
in the successive transformations of Hong Kong 
since 1950, due in the main to the rapid changes 
in external demand for its output of goods and 
services. Hong Kong has possibly the least 
external trade and monetary controls on its 
economy - cf. Chapter 2 of my The End of the 
Third World : Newly Industrializing Countries 
and the Decline of an Ideology, London : Tauris, 
1986, Penguin,1987, pp.30-69. 

ii.As is empirically demonstrated for U.S. cities by J. 
Vernon Henderson in his Urban Development : 
Theory, Fact and Illusion, Oxford University 
Press, New York, 1988. Despite the 
political/legal pressures of a federal system, it 
seems North American cities exhibit higher 
degrees of specialization than European precisely 
because the domestic economy - the area of free 
trade - is so much larger. 

iii.cf. my Some trends in the evolution of big cities: 
case studies of the USA and India, in my City, 
Class and Trade : Social and Economic Change 
in the Third World, IB Tauris, London, 1991, 
pp.65-92. 

iv.or new combinations in the proportions produced 
in developed and developing countries, as US 
garments firms have combined automated fabric 
cutting in North America with hand sewing in 
Mexico and South East Asia 

v.The Singapore Government has been trying to offer 
incentives to firms to employ older workers in 
order to offset the effects of a declining labour 
force (because of earlier declines in fertility 
below the replacement level) and avoid increased 
immigration. Firms have been most reluctant 
because of the decline in productivity of older 
workers, their high cost or the high costs of 
reshaping work processes to fit the capacities of 
older workers. The ultimate sanction here is the 
competitive capacities of foreign work forces. 

vi.London Business School : The City Research 
Project : Interim Report, Executive Summary, 
Corporation of the City of London, London, July 
1992. 
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vii.For example, when the British Government froze 
Argentinian banking assets in London during the 
dispute over the Falkland/Malvinas islands, the 
Swiss bankers' association protested at this 
arbitrary political intervention in a global 
financial centre and threatened to take their 
custom elsewhere. 

viii.The first fruit of this new awareness is a major 
research efforts by a new organisation, Misión 
Bogotá Siglo XXI, summarized in La estructura y 
el crecimiento económico y sus perspectivas 
(mimeo), Bogota, 1992. See also from the Bogota 
Chamber of Commerce : Saúl Pineda Hoyos y 
Adiela Trejos Léon, Bogotá frente a la apertura: 
aproximación a un plan estratégico, 

Cámara de Comercio de Bogotá, 1992. 

ix.London : World City Moving into the 21st Century, 
Richard Kennedy (Coopers and Lybrand 
Deloitte) and others, sponsored by the London 
Planning Advisory Committee and others. 

x.For example, Manuel Castells in The Informational 
City : Information Technology, Economic 
Restructuring and the Urban-Regional Process, 
Blackwell, Oxford, 1991. See also Saskia Sassen, 
The Global City : New York, London, Tokyo, 
Princeton University Press, Princeton NJ, 1991. 

xi.Kevin F. McCarthy and R. Burciaga Valdez, 
Current and Future Effects of Mexican 
Immigration in California, California Round 
Table, Rand (R-3365-CR), Santa Monica, May 
1986. 

xii.Peter Willmott and Robert Hutchison (Eds.), A 
Report on Britain's Deprived Urban Areas, 
Urban Trends 1, Policy Studies Institute, 
London, 1992. 

xiii.The City population, 1.8 million in 1981, was 1.7 
million in 1991. The Metropolitan Region, which 
only for a short time had a metropolitan 
government, had the same population in both 
years : 3.1 million. 

xiv.The population of West Berlin is 1.3 million, of 
West and East, 3.4 million. The Berlin Region 
(within a 60 kilometre radius of the City centre, 
and including parts of Brandenburg Land or 
State) has a population of 5.5 million. 

xv.The population of the city is now a little under 1.5 
million; 4 million live in the 25 miles journey-to 
work area surrounding the city. 

xvi.Glasgow's population peaked at the time of the 
first World War at 1.1 million. By 1981, it was 
774,068, and by 1991, 689,210 (with a projected 
total of 639,151 for 1997). The much larger 
region of Strathclyde was also experiencing 
population decline - from 2.4 million in 1981 to 
2.3 million in 1991. 

xvii.Cheshire, Paul C., and Dennis G. Hay, Urban 
Problems in Western Europe : an Economic Analysis, 
Unwin Hyman, London, 1989, p.193. 

xviii.There are at least five official conceptions of the 
Lyons urban area: 

-the City (the central area; one commune) 
0.4 million 

population. 
-COG (Communanué Urbaine de Lyons, or 

Courly; 55 communes) 
1.1 million population. 

-SEPAL (the conurbation; 71 communes) 
1.2 million population. 

-ZPIU (the agglomeration; 271 communes) 
1.5 million. 

-Rhone (County; 293 communes) 1.5 
million. 

Two other areas are mentioned in the text - the Urban 
Region of Lyons (official) and the Urban Region 
of Lyons (extended). 

xix.See ILE Notebooks (Local Initiatives for 
Employment Creation): Partnerships : the Key to Job 
Creation, examples from OECD Countries, OECD, 
Paris, 1992. 

xx.But see :ILE Notebooks (Local Initiatives for 
Employment Creation), No.16 : National 
Programmes in support of Local Initiatives : Contents and 
Evaluation, OECD,Paris, 1992. 

xxi.For a partial evaluation of British inner city 
programmes which comes to fairly negative 
conclusions, cf. Peter Willmott and Robert 
Hutchison, A Report on Britain's Deprived Urban 
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Areas, Urban Trends 1, Policy Study Institute, 
London, 1992.


