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Strategy: The Key to Prosperity
Metropolitan Economic Strategy is now essential for every nation and

Metropolitan Economic

HE hdosr iupoRTANT GEocRApHIC uI*rITS oF
economic activity in the world today, other than the nation-
state itsetf, are urben region$. In every country across the
world, more than half of thenstionalincome is generated from

urban region to generate sustainable prosperity and quality of life.

urban arsas. Indeed, these percentages rufige frorn an averega of 55%
in low-incorne developing countrjeso all the way up to an average of
85% in high-income developed countries. S/hat is all the mor€ striking
abou'r these statistics is that in every a&se the perc entage of natronal
incorne generntedby urban ilreils exeeeds the percerfiage share of the
national population that is urbanized, In the case of the low-incoms
developing countries where urban ar€as account for ail average of 55%
of the national incorn e, the urban share of the population- avereges
32s/o.In middle-incorne countries, the urban share of natianal ineome
evsrilgw73%, whereas the urban share sf thepopulationavwages 5AaA.

For high-incorne countriesu the aveffige urban contribution to national
income is 85%,ydthe urban proportisn of the national population is
79oh. This shows thatthe greater the level of urbanization in a natron
the higher itslwel ofprosp€nfi, and conver$ely,the rnore prosperous
a coun*y is the hiSrer is its level of urhanization,

Ttke almost erry city in the wodd and you will find that its
contribution to the national prospefity substantially exceeds its
pereetfiflge of the nationus population. Prague, the capital city of the
Czeeh Republie, is a good exarnple.lt, makes up I A% of the natrtnal
populationo 15% of the nation's workforce, over 20% of the natisnal
Gross Domestic Product (CDP), and more th*n 50% of the natianal
tourist feveflue. Cities all over the world,nch andpoffi, in developed
anddeveloping countrr&*,6fi evsry ecntinent, follow a similat pattern,
whether itbeBelgr;adewith 4l% *f the natianal GDP an& 14% of the

national populatian, or Bangksk, with 4l% of the national GDP and
9% of the national populatisn.

The reason for this disparif is thaturban regions are the only places

thnt c&n combine the fwo most irnportant elernents for generating
productivity and innovation, allowing economies to cornp&e in the
global marketplafie,These two elanents are specialization and diversity.
Only an urban region cfirrgather together a srrtisal mass ofpeople with
highly specializedand advansed skills. Further, anly in an urban region
earn a large nurnber of differcm people with a wide rfrnge of highly
diverse specializedskills mix together ts becoilte both very produetive
and very innovative in developing and markairig new produets and
new produetion proce$ses. Sueh a combinatisn of spee ialization and
diversiff is rnore vital than €ver in today's new eeonorny, which is
ehfrraffterizr,dby tlree kry features: l) it is knowledge- and inforrnntisn-
based; 2) it is technology- and eCIffiffiunications*intensive; ard 3) it i$
globally oriented,

Urban regiolris &re vital eompetitive geotraphie units of the global
economyandmajoreontrjbutorsfr genvratingandsustainingproryffirry
and quality sf life for corrununities. Th€sc €xpansive eity-suburban-
exutban frree* &re fiow the main battleground where eornpanies
compete to develop new invention$, generate investffient,jobs, trade,
high v*hre-sdded productitn, and enhanee incorne. Indeedo urban
rcg;ans rqpresent the mcst vital sourc€s ofprosperfiy for vvry natifrfi.
Prornotifrg produetivity and innovation is essential for ewnpeative
$ucce$s in the wodd eeonorfly, and urhan rcg;ons have becarne the
leading &erwrators of teehnologieal and org*trizational advanees in
the production and distribution of goods and ser\tiees for the global
rnarketplase. The main presr;rffisn fsr suceess in gJob'6l eeouoruie
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competition is to establish mehopolitan centers of innovative activitSa

combining creative human talent with state-of-the-art equipment to
incubate and foster technical advances in a wide range of interrelated
products and production processes.

The principal reason for the growing importance of metropolitan
economies in generating national prosperity is their essential character
as the only geographic entities that contain, in relatively compact
form:

.A critical mass of skills and resources;

.The necessary population density and concentration of market
incomes;
.A range of specialized knowledge and institrntions;
.A wide diversity of vitally needed facilities and services;

"The fully developed physical and human infrastructure that
are prerequisites for new ideas, products and production methods,

.Centers of ransportation and trade

.Centers of manufacfuring and technology development

.Market centers

.Workforce centers

Two essential elements
Agood economic strategy consists oftwo key elements: 1) building

from she-ngth - investing in the fundamental assets and activities
that make people more productive and places more valuable; 2)
generating dynarnism - 

promoting modern, globally competitive
industry networks that accelerate the pace of innovation and growth.
Investing in fundamental assets shifts the fosus away from narrowly
defined economic development initiatives that rely on tax subsidies
and other incentives" The biggest asset is people, and what makes
them productive are inveshents in hansportation and infrastructure

technological and organizational innovations, and dynamic
economic growth and investment.
While rural areas can and do contribute substantially to overall

economic well-being through agricultureo miningo natural rssource$
utilization, and recreationo they cannot generate the $ame level of
prosperity and ensure a high quality of life for millions of people
in the same way that urban regions do. Only the metropolis has the
fundamental assets that together can offer the unique combination of
specialization and diversity that stimulates self-sustaining economic
development and job creation, with "clustering" and networking
dynamics among a diverse group of firms, entrepreneurs? and
institution$. The result is interaction that spawns and accelerates the
growth of production and exports, and the expansion and spreading
of incomes and wealth.

The economic contribution of urban regions is anchored by the
major cities in which they reside, which provide a oonstant stream of
creative activity, interactiono specialization, and diversity. In the global
economy of the 21st century cities function primarily in seven distinct
and essentialways to generate national prosperity. They are:

.Centers of innovation and services, including advanced and
highly special ized services
.Centers of culfure, sports, entertainment, conventions, ffid
tourism
.Centers of educationo research, and health c&re

that move people, goods, snd information most efficiently and cost-
effectively, investments in edusation and workforce development that
make people more skilled and innsvative, investments in research and
technology to generate new ideas and products nnd processes that are

highly valued in the world, investments in health and safbty that make
places worthwhile for living, wsrking, and visiting, and investments
in the physical environment and cultural milieu that make places
more atfiactiveo life more rewarding, and people more motivated
to work and sfudy hard. Thus economic stratesy, ffi opposed to the
conventional view of local economic developmento involves all of the
importaat aspects ofpublie and private resourses and instifutions, and
is necessarily somprehensive and broad-based"

Metropolitan Economic Strategy is aproactive organizing principle
that directly depends on rsgional teamwork and citizenship. Such
sffategies are explicit$ designed to bring together the public, private,
and civic sectors across the entire urban region to formulate and carry
out a coordinated set of targeted investments in people and places,
consciously designed to enable b-usinesss$ to grow, jobs to expand, and
quahty of life to improve. Eash sfthe major constituencies - businesso

governmento and communify leadership - must closely collaborate
for the metropolis to thrivs economically soeially, and physically. In
just the same way that local, provinsialor state, and national or federal
governnnents use economic development plans to guide their actions,
so also must the many different communities and eonstituencies that
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comprise an urban region farsightedly engage in such aomprehensive
planning and united action if they are to compete effectively and
succeed in the global economy.

The case for sustainability, equityn and inclusiveness
In formulating and implementing Metropolitan Economic Strategy,

improving the physieal environment and addressing social equity are

integral to the overall prospeets for suceess. This represents a paradigm

change from the traditional understanding of economic growth, that it
does not involve environmental protection or poverfy reduetion. The
progressive idea of the sustainable development movement is that
these three concerns must be balanced against each other such that
each one is taken seriously as &n important societal and puhlic poliey
goal. In today's global economy, where quality of life is the key to
attracting and retaining skilled workers and where skilled workers af,e

as its four major bariers to achieving economic success: high crime,
physical deterioration of the inner city and outer townships, the HIV-
AIDS pandemic, and lack of sufficient education and skills by a large
proportion of the workforce. In Durban, South Africa, the municipal
govemment recently adopted economic development strategies that
include a significant focus on policies to raise incomes, increase jobs
and business opportunities, and to improve the quality of life for low-
income families and neighborhoods.

Conclusion
Metropolitan Economic Sffategy is a new global paradigm and

poliey initiative that is increasingly necessary to generate and maintain
a vibrant and prosperous economy fur everyone and every place in
the world. Issues that were formerly considered separate and distinct
from economic growth and developmento ineluding a sustainable living

the basic building blocks of eeonomic prosperity and competitivene$s,
improving the environment and addressing social equity are no longer
luxuries to be traded offagainst economic growth. Indeed, they are now
absolute prerequisites for achieving and sustaining growth ofjobs and

incomes, trade and technology. If a place has polluted air and water
and terrible automobile traffic congestion and unmanageable sprawl,
it may become an undesirable place for people to live, work, and
visit, and for companies to invest in and locate production facilities
and personnel.

As the movement for environmental justice rightly argueso these

needs are especially pressing for low-income communities, which are

generally harmed the most by air and water pollution and exposure
to a wide variety of harmful substances and unhealthy conditions.
Urban regions such as Curitiba in Brazil have made environmental
improvement and protection a centerpiece of their Metropolitan
Economic Strategy to compete more effectively in the global
marketplace by attracting and growing cleaner industry networks in
both manufacfuring and services.

Similarly, if a place has high crime, social unrest, disease, ffid
dilapidation, it may become equally unattractive and undesirable to
a quality workforce and thriving employers. The recent economic
development plan for Johannesburg, South Africa, Joburg 2030,
acknowledged the vital economic importance of social equity and
investing in disadvantaged people and communities when it listed

environmentu social equity, cultural diversity, spiritual values, honoring
historical traditions, governance? citizenship, inclusivene$s, identity,
security, cohesion, and other similar u'non-economic'o concerns, are

now intricately tied to the future perform&nce and competitiveness
of the economy in the global marketplace. "I.Jrban policy" must now
become the centerpiece of international and national macroeconomic
policy, because urban regions are the dynamic engines of innovation
and productivity for the world, and they can produce and distribute the
resources that provide better livelihoods for urban and rural residents
alike.

In order to have a prosperous economy today and in the fufure
urban regions must have a good quality of life. A good quality of life
requires a good physical, social, political, and cultural environment.
The increasing importance of quality of life for economic prosperity

- specffically the need for sustainability, equrty, and inclusiveness

- is an entirely new paradigm for the Zlst century. The best way to
address these new realities is for every nation, region, ffid community
to adopt the framework of Metropolitan Economic Stratery. They can

then work together to design and implement successful economic
strategies that invest in their fundamental assets and grow dynamic
industry networks. This aan only be achieved, however, with good
leadership, sooperative governance, and a common sense of purpose

and mutual identity.

FALL 2006



iillll*llliiiili

ii*llllliiiili;
:iii*llllllliiiii

fiifitfitiiiiii

HENVNNN COTTEGE ECONOMICS REVIEW

On the Cover:

Urbanization
HCER explores the benefits, complications, and new scenarios that
Urbanization brings to both local and global contexts

Introduction

Urbanization and Health
Dense centers of population have a set of implications all their own:
pollution and health hazards

Metropolitan Economic Strategy
MES is now essential to generate sustainable prosperity

Future Urban Convergences and Divergences
Diverse urbanization patterns defy a universal policy response

Urban Industry
Urbanrzation, along with dramatic increases in technology, has trans-

formed the cities of both developed and developing countries

Traffic Congestion
The magic bullet is also the least expensive one: road pricing

Beijing Vendors
The cluttering of small retail outlets makes economic sense.

Huaxi Village
China's richest village may provide hope for a growing disparity
between urban and rural regions in China

Water Shortage
Free-market solutions may help an impending world water shortage

Zoning
The social costs of land use regulation

20

22

25

28

30

32

34

36

38

39

VOL. I ISSUE T

COVER: Pictured are four of the world's tallest
skyscrapers currently under construction, From left
to right are: Federation Tower (Moscow), Burj Dubai
(Dubai), Shanghai WFC (Shanghai), and the Freedom
Tower (New York).

(Cover design by Samuel Chang, Burj Dubai illustration by Patrick Lundberg)

Navigating the Economic Future 11

Lawrence Summers on flight, stability, and landing

Women in Bangladesh 14

The extent of early marriages on education and
literacy

European Economy 16
HCER interviews Domenico Siniscalco, former
'Minister of Economy and Finance of Italy

N.R. Narayana Murthy 45
An interview with the former CEO and co-founder of
Infosys Technologies

Features:

Letter from the Founders

ln the News
Dark Matter

Profiles in Economics
Daron Acemoglu, Robert J. Aumann, J. Bradford
Delong, Thomas C. Schelling

CityScope
Dubai

41

4

6


	MES 1.pdf
	MES 2
	MES 3
	Urbanization toc

