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Foreword

As the twentieth century drew to a close cities in many countries were
emerging from a decade of decline and decay and finding new economic,
political and cultural niches. This turnaround posed a series of critical intel-
lectual questions which puzzled academics and policy-makers alike. Do
cities matter more or less in a globalizing world — how and why? Can one
define a successful city and if so one can one explain it? What kinds of
theories do we have to explain the apparent renaissance of so many places
but the continuing failure of others? What are the contributions of the
related concepts of economic competitiveness, social cohesion and gover-
nance to success — however defined?

This book tackles these questions by looking at the varied experiences of
a range of people and places. It has many important and new things to say
about culture, finance, participation, property, neighbourhoods, gentrifica-
tion and innovation in a wide span of urban settings. It attempts to identify
what is new in relation to these topics and explores their intellectual and
policy significance. What is more, while drawing its examples primarily
from the UK for which the ESRC CITIES Programme and other research has
provided a uniquely broad range of data on recent urban developments, it
places those discussions on a wider comparative and intellectual canvas,
locating them in the context of international theories, trends and policy
developments. Its analysis and policy lessons will be valuable for researchers
and policy-makers alike. In particular, its trenchant critique of the ‘New
Conventional Wisdom’ which dominates academic and policy discussion of
urban issues at the beginning of the twenty-first century, should be compul-
sory reading for anyone interested in cities — wherever they live or work.

This book draws substantially — though not exclusively — on the ESRC
CITIES Programme in which all the authors and contributors were
involved. This was the largest academic research programme on cities ever
mounted in the UK and as Director of the Programme I am delighted to see
the intellectual fruits of so much collaborative scholarship reflected in it.

This book will challenge and stimulate students new to the field. But it
will also satisfy older heads looking to have their intellectual curiosity
refreshed about one of the endlessly compelling and frustrating phenome-
nons of the modern world: changing cities.

MICHAEL PARKINSON
Director ESRC CITIES Programme



Acknowledgements

This book draws heavily on ideas and evidence developed during a
programme of research on Cities: Competitiveness and Cohesion, commis-
sioned and sponsored by the (UK) Economic and Social Research Council
(ESRCQ), and directed successively by Duncan Maclennan, Ade Kearns and
Michael Parkinson. We are indebted to the ESRC for their support of this
major research effort, to a variety of co-funders in government and else-
where, to a range of external supporters who offered advice and hosted
relevant events, and to the programme directors for their leadership,
including active promotion of dialogue among researchers working within
the programme.

All the contributors to this volume worked on the programme, together
with a large number of other scholars from whose work we draw exten-
sively, in ways that can only partly be acknowledged through formal refer-
encing of particular publications and presentations. Among those others
whose collective contribution should be acknowledged are Ash Amin,
Mark Andrew, Mark Banks, lain Begg, Martin Boddy, Sophie Bowlby,
Belinda Brown, Tony Champion, Paul Cheshire, Jon Coaffee, Fiona
Devine, lain Docherty, Keith Dowding, Richard Evans, Susan Fainstein,
Tania Fisher, Jo Foord, Ken Gibb, Norman Ginsburg, Ron Griffiths, Peter
Halfpenny, Peter Hall, Robin Hambleton, Michael Harloe, Doug Hart,
Annette Hastings, Charles Husband, Chris Huxham, Peter John, Trevor
Jones, Paul Joyce, Karryn Kirk, Mark Kleinman, Christine Lambert, Joe
Leibovitz, Bill Lever, Sally Lloyd Evans, Andrew Lovatt, Andrew
McCulloch, Neil McGarvey, Bill Maloney, Francesca Medda, Geoff
Meen, Rosemary Mellor, Vassilis Monastiriotis, Barry Moore, Jimmy
Morgan, Ronan Paddison, Gareth Potts, Karen O’Reilly, Monder Ram,
Brian Robson, Gary Robson, Clare Roche, Stephen Rowley, Balihar
Sanghera, James Sennett, Laura Smethurst, Graham Smith, Jo Sparkes,
Rebecca Sterling, Murray Stewart, Gerry Stoker, David Sweeting,
Stephen Thake, Nigel Thrift, Siv Vangen, Hugh Ward, Stuart Wilks-Heeg
and Peter Wood.

The writing and editing of this book has largely been undertaken since
completion of the programme, competing for time and attention with other
projects. The editors are grateful for the generous encouragement of
Michael Parkinson, and to Steven Kennedy of Palgrave Macmillan for
helping to bring this collective enterprise to a successful conclusion. They
are very grateful to the contributors for their enthusiasm, and for the

Xi



xil  Acknowledgements

patience of all those who completed their contributions well before the
editors managed to complete theirs.

Nick Buck
Ian Gordon
Alan Harding
Ivan Turok



Notes on the Contributors

Rowland Atkinson is Senior Lecturer in Urban Studies at the University
of Glasgow. Within the UK Economic and Social Research Council’s
‘Cities, Competitiveness and Cohesion’ programme, he was a researcher
on the Central Scotland ‘integrated city study’.

Nick Bailey is Senior Lecturer in Urban Studies at the University of
Glasgow, and was a researcher on the Central Scotland ‘integrated city
study’.

Mark Banks is Senior Lecturer in Sociology, Manchester Metropolitan
University, and was a researcher on the ‘Cultural Industries and the City’
project.

Keith Bassett is Senior Lecturer in Geography at the University of Bristol
and co-directed the Bristol ‘integrated city project’.

Glen Bramley is Professor of Urban Studies at Heriot-Watt University,
and led the Edinburgh end of the Central Scotland ‘integrated city study’.

Nick Buck is Professor and Director of the UK Longitudinal Studies
Centre, University of Essex; he directed the project ‘Does Spatial
Concentration of Disadvantage Contribute to Social Exclusion?’ and co-
directed the London ‘integrated city study’.

Tim Butler is Reader in Human Geography at King’s College London, and
directed the project on ‘The Middle Class and the Future of London’.

Philip Cooke is Professor of Regional Development and Director of the
Centre for Advanced Studies at Cardiff University; he directed the project
on ‘The Virtual City: Urban Networks as Innovative Environments’.

Iain Deas is Senior Lecturer in Urban/Regional Policy and Planning at the
University of Manchester, and co-directed the Liverpool/Manchester ‘inte-

grated city study’.

Shaun French is Lecturer in Economic Geography at the University of
Nottingham, and was a researcher on the Bristol ‘integrated city study’.

xiii



xiv  Notes on the Contributors

Robina Goodlad is Professor of Housing and Urban Studies in the
University of Glasgow, and led the neighbourhood participation sub-
project in the Central Scotland ‘integrated city study’.

Ian Gordon is Professor of Human Geography at the London School of
Economics; he led the London ‘integrated city study’ and co-directed the
project ‘Does Spatial Concentration of Disadvantage Contribute to Social
Exclusion?’.

Simon Guy is Professor of Urban Development at the University of
Newcastle upon Tyne, and co-directed the project on ‘Economic Structures,
Urban Responses: Framing and Negotiating Urban Property Development’.

Alan Harding is Professor of Urban and Regional Governance and co-direc-
tor of the Centre for Sustainable Urban and Regional Futures at the University
of Salford; he led the Liverpool/Manchester ‘integrated city study’.

John Henneberry is Professor of Property at the University of Sheffield,
and co-directed the project on ‘Economic Structures, Urban Responses:
Framing and Negotiating Urban Property Development’.

Keith Kintrea is Senior Lecturer in Urban Studies at the University of
Glasgow, and co-directed the Central Scotland ‘integrated city study’.

Richard Meegan is Reader in Urban Policy at Liverpool John Moores
University, and directed the project on ‘Pathways to Integration: Tackling
Social Exclusion on Merseyside’.

Justin O’Connor is Reader in Sociology and Director of the Manchester
Institute for Popular Culture in Manchester Metropolitan University, and
directed the project on ‘Cultural Industries and the City: Innovation,
Creativity and Competitiveness’.

James Simmie is Professor of Innovation and Urban Competitiveness,
Oxford Brookes University, and led the project on ‘Innovative Clusters in
the Uk and Europe’.

Ian Smith is Senior Research Fellow in the Cities Research Centre at the
University of the West of England, and was a researcher on the Bristol
‘integrated city study’.

Ivan Turok is Professor of Urban Economic Development at the University
of Glasgow, and led the Central Scotland ‘integrated city study’.



List of Abbreviations

ABI
BAA
BHPS
BRITE
DETR
DCMS
DTI
ESRC
FDI
FTSE
FUR
GDP
GLA
GLC
PO
MP
NCW
NDC
NHU
NSNR
OECD
PAT
PIAP
R&D
RDA
SFE
SIC
SIP
SME
SRB

area-based initiative

British and American Arts Association

British Household Panel Survey

Basic Research in Industrial Technologies for Europe
Department of the Environment, Transport and the Regions
Department of Culture, Media and Sport

Department of Trade and Industry

Economic and Social Research Council

foreign direct investment

Financial Times Stock Exchange

functional urban region

gross domestic product

Greater London Authority

Greater London Council

initial public offering

Member of Parliament

New Conventional Wisdom

New Deal for Communities

Natural History Unit

National Strategy for Neighbourhood Renewal
Organisation for Economic Co-operation and Development
Policy Action Team

Pathways for Integration Area Partnerships

research and development

Regional Development Agency

Scottish Financial Enterprises

Standard Industrial Classification

social inclusion partnership

small and medium enterprises

Single Regeneration Budget

XV



Chapter 1

Introduction: Cities in the New
Conventional Wisdom

IAN GORDON and NICK BUCK

Introduction

This book has a double focus: on the evidence of substantial change in
major cities of a mature economy within the past 20 years or so; and on
how this relates to an influential set of ideas which envisage the emergence
of'anew urban era as a necessary response to a new international economy.
We are at a point in time when the long decline in the fortunes of major
cities in mature economies, widely noted during the latter part of the last
century, appears to have reversed. And there is now a well developed view,
across much of the academic and policy communities, as to the bases on
which a resurgence of cities is to be expected, how cities are likely to
change as a result, and what needs to be done to ensure that this is success-
fully accomplished. This view draws together ideas about economic, social
and political processes, and their inter-relationships, in a distinctively
novel way. The evidence on which it draws is still fragmentary, however,
and it is best seen as a set of hypotheses about the causes and effects of
current developments, demanding critical empirical examination by social
scientists, rather than a settled, reliable basis for interpreting and respond-
ing to these developments. That at least is the orientation of this book
which is presented as a first, substantial contribution to that analysis, draw-
ing particularly on recent studies of change in British cities.

In historic perspective, current changes seem to represent, for some or
possibly all major cities, another point of inflection in histories marked by
repeated periods of ebb and flow. Over the long durée the outcome has
clearly involved growth for these places, though others have faded and
even disappeared along the way. Globally, as Soja (2000) and others have
noted, cities are actually as old as civilization, and most of the major cities
of the modern world have very long histories as centres of government,
religion and (especially) trade. But the general urbanization of Western
societies was a product of modern industrialization. Britain was a notable
case, making a very rapid transition after the Industrial Revolution to
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become the first nation with a majority urban population in the middle of
the nineteenth century. And the form of modern cities was strongly shaped
by the technologies of that era, when efficient energy production required
large engines, and its transmission over any real distance was impossible.
Steam-driven factories, trains and city-centre docks encouraged densely
concentrated settlements, whose whole rationale might seem to have been
undone since then by the combination of electricity, the internal combus-
tion engine, containerization, and a shift away from heavy industry.
Certainly all of these have contributed to a radical transformation of urban
life and settlement patterns over the last half-century or so, involving some
kind of ‘de-centring’ of the city in advanced societies.

Whether this meant that cities simply decentralized spatially or that
cities as a form of organization were being marginalized — to be superseded
by one or more ‘post-urban’ ways of structuring economic, social, political
and cultural life — has been much less clear. In the Anglo-Saxon world at
least, the dominant view was that what people wanted was space in which
to conduct their personal and commercial lives with as much freedom as
possible, and that new technologies of transport and communication were
progressively freeing us from the ‘tyranny of proximity’ (Duranton, 1999)
that underlay both modern and older cities. There were some notable devi-
ations from this view, however: in continental Europe the middle classes
still generally aspired to live in the heart of their cities; while the (predom-
inantly Anglo-American) youth culture which emerged in this period was
marked by a distinct antipathy towards the values of suburbia and exurbia.

Indeed, despite shrinking population in many of them, at a symbolic
level cities have clearly staged a major comeback over the last quarter of a
century. More than ever, films, television and novels are dominated by
stories with recognizable big city settings — not simply of anonymous
urban agglomerations, but identifiably of New York, San Francisco,
London, Paris, Miami, Glasgow, Liverpool, New Orleans, Manchester,
Amsterdam, Berlin and others, with some celebration of their distinct char-
acters, cultures and vitality, as well as of the scenery which conjures these
up. As in the great era of industrial urbanization, this celebration is admit-
tedly double-edged, offering the viewer or reader the frisson of vicarious
involvement in situations of risk, moral challenge and occasional horror,
that most would be happiest to enjoy from the outside. Without doubt, most
people would find modern (indeed post-modern) life radically poorer with-
out access to the experience, sensibilities and cultural products of a variety
of great cities and their occasionally overwhelming urbanity. But it is still
a very different question as to how many would really prefer to live there,
except as part of a youthful ‘grand tour’ or rite of passage, if both economic
prosperity and opportunities to consume urban culture are now readily
available in less stressful environments.
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Similar issues arise in relation to economic activity: cities may have the
‘buzz’, flows of information and opportunities for cross-fertilization on
which innovation and effective marketing depend, but how much of their
activity (and employment) do firms actually need to base there to profit
effectively from them, given modern techniques of communication and the
division of labour? In this case, rising globalization suggests a further ques-
tion: if large parts of activity do not actually require such access to special-
ized agglomeration economies, do they need really to be located in
high-wage advanced economies at all?

Perhaps all that there is really agreement on is that these have become
key questions as a consequence of a series of developments bringing radi-
cal changes in the parameters of personal and business choice over the past
25 years or so, including not only socio-economic and technological trends
but also worries about environmental sustainability. These have been
reflected in a very high level of speculation about the prospects of particu-
lar places or kinds of place (for instance, ‘global cities’) by journalists,
academics and by those with financial stakes in various kinds of urban
asset, notably in the form of property ownership. Such speculation thrives
because the issues are potentially novel and of great strategic importance,
but more fundamentally perhaps because the kinds of asset under discus-
sion are so intangible — involving valuations of flexibility, variety,
networking opportunities, rivalry and trust-engendering contexts — lacking
either objective measurement or clearly identifiable markets. Hence much
of the evidence on which people rely involves a combination of second-
guessing how others will perceive situations with interpretations of short-
run evidence about outcomes that may be heavily coloured by speculative
behaviour. Whatever more fundamental changes may be under way, an
effect has been to add substantially to the economic volatility of those cities
figuring most prominently in this discourse, with boom and bust cycles
associated with ideas of urban renascence, globalcityization and the role of
cities in new ‘dot.com’ and media activities.

In this context, there is some risk of academic theorizations (and also of
partial empirical findings) feeding this volatility, although they usually
appear rather too late in the day to have much effect. Rather more directly
and obviously they have fed into efforts by collective agencies to develop
more concerted approaches to steering the development of urban societies
in a new, more intensively competitive, post-Fordist, internationalized
context. These have the merit of orientation to the long run, rather than
immediate opportunism, and of elaborating an increasingly coherent
framework of ideas linking economic, social, governmental and (increas-
ingly) environmental issues. But, as we shall show in the next section, seri-
ous issues also arise in this case, not only about empirical foundations but
(again) about the motives of those involved, particularly about the degree
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to which some political and institutional agendas shape the ideas that are
adopted and disseminated.

The current challenge for urban research involves addressing both of
these concerns, about facts and about ideology, while recognizing that
urban change has to be addressed in an inter-disciplinary fashion, drawing
together understanding of different kinds of process, and examining how
these ‘play out’ in various combinations of local and global context. That
was the central objective of the British Cities: Competitiveness and
Cohesion research programme on which this book is very largely based.
With over 20 separate projects, the majority looking at specific issues
related to competitiveness, cohesion or governance, but also including four
larger ‘integrative studies’ of major city-regions over a five-year period
from 1997, this was the largest contemporary academic research
programme on cities. It was also the first to directly address hypotheses
about the emergence of a ‘new urban era’ and how a resurgence of cities
might relate to societal agendas focused on competitiveness and social
cohesion as fundamental to survival in a globalized economy.

Findings of the individual research projects have already been presented
elsewhere (notably in Boddy and Parkinson, 2004). The aim of this book is
to stand back and analyse their implications for the various hypotheses
embodied in the New Conventional Wisdom (or NCW, as we label it) about
the nature of change under way in major cities and its significance for
wider societies. The new empirical materials are almost entirely based on
the recent experience of British cities and the efforts of the UK’s policy
community in grasping and responding to this. But the conceptual issues to
be addressed, and the theoretical literatures with which we engage, are
international ones; indeed, conspicuously so, since they involve a combi-
nation of sets of ideas associated with different groups of European and/or
North American scholars. On the economic side these include ideas about
the significance of internationalization from both sides of the Atlantic (e.g.
Sassen, 1991; Veltz, 1996); and of agglomeration, clusters and untraded
interdependencies from a range of different US schools (e.g. Krugman,
1991; Porter, 1990; Storper, 1997) together with related European litera-
tures on innovative milieux and industrial districts (e.g. Aydalot, 1986;
Beccatini, 1987). On the social side these include predominantly North
American ideas about social capital (Putnam, 1993, 2000; but also
Bourdieu, 1985), European theories of social exclusion (e.g. Castel, 1998),
and another American literature on neighbourhood effects (e.g. Jencks and
Mayer, 1990; Wilson, 1987). On the political side there is a similar mix,
with ideas coming from European regulationists (e.g. Aglietta, 1979), and
North American political economists (e.g. Stone, 1989), among others. In
fact, relatively little of the theoretical material is actually distinctively
British, though we naturally draw on the large number of scholars from the
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UK who have contributed to debates around each of these perspectives
and/or engaged with contemporary policy issues around urban manage-
ment, labour markets and regeneration. The point about the national
context for studies drawn on here is neither to assert that British cities are
necessarily typical of those across advanced economies (still less that they
are harbingers) nor to ask the old question about whether ‘foreign’ theories
apply here. Rather it is to recognize the ways in which history, specializa-
tion and the institutional context seem to matter for particular processes,
since these are always variable, within as well as between national urban
systems.

Our point of departure is, however, an essentially international one, the
set of widely shared ideas about the emergence of a new urban era in
advanced economies — the NCW — which relates this to a set of pervasive
forces in a globalized economy. Since most of what follows is a critical
examination of this NCW, we shall start in this introductory chapter by
presenting a simple sketch of the NCW, and its relation to an earlier post-
war perspective. In doing so, we shall temporarily ignore the various
subtleties and contradictions within the literature that produced it, in favour
of drawing out as coherent a version as possible of the ‘story’ and its logics.
(For this reason also we do not attempt a scholarly referencing of the works
which contributed ideas and/or stylized facts to the NCW, only acknowl-
edging a few of the most widely known sources.) Although there are other
contributory processes, with longer or shorter histories, here we emphasize
the role of changes coming to the fore in the late 1970s/early 1980s, and the
inter-connected aspects of those changes (over the impact of disconnected
events). In these respects it might be seen as a sort of caricature of the sets
of ideas underlying both current policy agendas and the genesis of the
research programme from which this book emerged. But, aside from its
value as a motivating focus for our book, there is reason to believe that it is
at this sort of stylized level that conventional wisdoms (old and new)
largely function in practice.

To provide some more concrete insights into the politics surrounding
ideas about urban development, we then step down a level, so to speak, to
review the succession of more specific themes and emphases which have
marked waves of urban policy in the particular context of the UK since the
late 1940s. The shifts in ideas here are more frequent, more narrowly
focused on urban concerns, and rather unevenly paralleled elsewhere. In
the latest version they do converge with the (broader and international)
NCW, particularly in emphasizing the need for a much more ‘joined-up’
perspective. But the history of lurches between various quite one-dimen-
sional views has its own light to cast on the relationship between ideas and
the potential for real, progressive change in the cities of advanced
economies (and not only in the UK).



6 Introduction: Cities in the NCW

The New Conventional Wisdom

The renewed optimism about cities at the start of the twenty-first century
involves a shift from seeing them as essentially problematic residues of
nineteenth- and early twentieth-century ways of organizing industrial
economies towards the idea that they could again be exciting and creative
places in which to live and work. As we see it, however, the roots of this
new urban consciousness lie neither in a revaluation of urban ways of life
nor in a spontaneous upturn in big city economies, but in much broader
concerns with the social, economic and political changes required by a
qualitatively different economic environment. These concerns are
signalled by repeated reference to the imperatives of (economic) competi-
tiveness, (social) cohesion and (responsive) governance, sometimes
accompanied by concerns for (environmental) sustainability. None of
these concerns are specifically ‘urban’, and neither are they necessarily
linked to a renascence of cities. But in this particular context, and taken
together as a set, they have been understood as implying a much increased
importance for cities in securing societal success. Put crudely, cities were
being seen as crucial to the achievement of competitiveness, cohesion and
responsive governance (and perhaps environmental sustainability also) at a
societal level. For cities in their turn, competitiveness, cohesion and gover-
nance come to be seen as key to their survival, individually and collec-
tively. And finally, this set of economic, social and political concerns
(again with the possible addition of the environment) is understood to be
interdependent and mutually reinforcing, rather than as competing values
to be traded off against each other.

A central purpose of this book, and of the research programme on which
it draws, is to translate these very general ideas into more explicit social
scientific terms and see how far the experience of major cities in an
advanced society actually bears them out and points toward practicable
ways in which the goals can be pursued. At a basic level this will involve
looking for evidence that there have been some fundamental changes
affecting urban processes, problems and potentials in the past 20 years or
so, as compared to trends in the earlier post-war decades. Going much
beyond that, however, invites the criticism that the each of the key
‘concerns’ or concepts we have referred to is much too fuzzy to be taken
seriously either analytically or as the basis for serious policy initiatives —
implying that it is a waste of time to take them any further. There is some-
thing in at least the first part of this argument, since the concepts are unde-
niably imprecise, ambiguous even, in ways that cannot be entirely
accidental, and which help explain their widespread acceptance. But they
are central to a way of talking about the strategic agenda for government
which has been very widely adopted — indeed become hegemonic — since
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the 1980s, after the first flush of unbridled neo-liberalism. Perhaps signifi-
cantly, invocation of these ideas has been most conspicuous at a transna-
tional level, notably in publications of the European Union, and
(especially) of the Organisation for Economic Co-operation and
Development (OECD; see, e.g., OECD, 2001a, 2001b); adoption of this
framework in national level discussion is well advanced across Europe, in
Canada, Australasia and the Far East. This is less true in the USA where
‘social cohesion’ is less commonly linked with competitiveness, and as
often used in the context of conservative cultural values or national secu-
rity goals. Even here, however, significant examples of the NCW are
emerging (e.g., American Assembly, 1993; Johnson, 1999). Even in
Europe it is important to distinguish the new focus on cohesion across
socially differentiated groups from the EU’s long-standing usage of
‘economic and social cohesion’ to refer to the political cohesion of territo-
ries within the EU (especially the less competitive regions). OECD reports
have argued that:

there are close links between social and economic development, such
that policies to support social cohesion may also increase investment
attractiveness and business competitiveness. (2001b, p. 209)

the governance structures of large cities need to be reformed in order to
provide adequate frameworks for meeting the challenges of today such
as sustainable urban development, increasing competitiveness in a
global economy, strengthening social cohesion and nurturing local
democracy. (2001a, summary)

In these arenas, a joint focus on competitiveness, cohesion and gover-
nance has been referred to as representing a ‘new paradigm’ (OECD,
2001Db): in other words, a generally accepted framework for thinking about
(in this case) policy issues, within which it is possible to conduct a rational
and progressive debate about actual initiatives and policy measures appro-
priate to a new situation. Less positively, Harloe (2001) has characterized
the application of this set of ideas to urban issues as representing the ‘new
liberal formulation’. This reference back to Harvey’s (1973) initial, ideal-
ist interpretation of these issues in terms of equity and efficiency objectives
implies particularly that the formulation conceals fundamental questions of
power and vested interest. Our starting position is rather more ambivalent,
and our borrowing of Galbraith’s (1958) notion of ‘the conventional
wisdom’ implies simply that — at various levels of sophistication — these
ideas have become the acceptable basis of social thought and action, across
business, academic and political communities. Galbraith’s notion built on
Keynes’ famous observation that the actions of practical men depend
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crucially on ideas derived from past theorists. But he went on to highlight
the continuing tensions between attachments to familiar, shared frame-
works of thought and the ‘onslaught of circumstances’ which they found
hard to accommodate. On the face of it, the new set of ideas with which we
are concerned differs radically from the kind of conventional wisdom that
he discussed because their bases lie in appropriating, rather than ignoring,
the direction taken by ‘circumstances’ (or the ‘march of events’, as
Galbraith also refers to them). But it is still relevant to ask — as we shall do
throughout this book — some Galbraithian questions about:

(a) the fit between a stylized and consensual conventional wisdom about
‘change’ and the more specific and uneven experience of it in partic-
ular places, population groups and institutions;

(b) what is missed, hidden or exaggerated when these changes (and
specifically those in cities) are approached through the lens of the
conventional wisdom.

The NCW actually follows the model of earlier sets of social ideas in
positing a sharp break between the forces shaping contemporary develop-
ments and those which prevailed in an earlier status quo, although the time
horizons of the NCW are much shorter, with the crucial break being identi-
fied within the last quarter of a century. It is useful to start therefore by
sketching its view of that status quo and of the key sources of change from
it, before looking at the three key notions — competitiveness, cohesion and
governance — in relation to which the role of cities has been highlighted.

The old status quo

In advanced economies, the post-war decades were characterized sectorally
by the dominance of mass-production industries which emerged during the
first half of the century and in terms of market conditions by fairly
steady/sustained growth in product demand and relatively tight labour
markets. Within this status quo, urban and regional economies were seen as
principally subject to the rise and fall of particular activities in which they
specialized and, in the long run, of the whole group of mass production
industries. Beyond this, the combination of sectoral and market characteris-
tics led to a continuing, strong emphasis on economies of scale, corporate
planning in support of long-term investment projects, and internalization of
economic relations (including supply of components, services and human
capital requirements). One consequence was an increasing bias toward
bureaucratic rather than market forms of economic co-ordination, with
communications channelled through organizations (increasingly organized
on a multiplant basis). Spatial proximity was accordingly devalued for
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many activities, and spatial divisions of labour on a functional basis were
increasingly pursued (both regionally and internationally).

Within this context, the state’s role was seen as threefold. First, it was
responsible for minimizing economic uncertainties over the period during
which investment commitments were being made. This included ensuring
a steady expansion of the macro-economy, and securing other basic condi-
tions for long-run investment (including planning the provision of major
networks of infrastructure to meet expected needs). Second, the state was
expected to provide basic services — which could not efficiently be supplied
by the market — on a fairly standardized basis, with an emphasis on
economies of scale and planning paralleling that in the private sector. And
finally, the state was expected to provide a safety net for those exceptional
cases/people whose basic needs were not successfully met through main-
stream public and private provision.

Sources of change

From some time in the late 1970s this model was upset by a combination of
factors. These included the working through of some long-established
trends (e.g., industrial succession, international trade growth, communica-
tions improvements, growing prosperity and the rise of informational
activities) to a point where they started to yield new kinds of effects. But a
fundamental factor was the effective reversal of prevailing market condi-
tions — as international product markets became more turbulent and excess
supply of labour became the norm — leading to a reversal of the processes
of internalization characterizing the previous period. If even major firms
could no longer be sure of their likely production levels in a few years’
time, the benefit-risk trade-off for self-provisioning in terms of services,
component production and labour development would be less attractive.
The general consequence was an increasingly competitive economy in
terms both of economic co-ordination increasingly being conducted
through markets (involving more interaction between organizations) and
of more intense competitive pressures within these markets, requiring
more actively competitive and adaptive behaviour to maintain acceptable
profit levels and business viability.

Three particular features of the new order were increased international-
ization (or ‘globalization’), the growth of quality-based competition, and
flexibilization. In terms of the first of these, internationalization, the estab-
lished long-run trend of growth in goods trade as a share of GDP was
assisted by further negotiated reductions in trade barriers. But more signif-
icant new developments included the opening-up of a wide range of
‘urban’ producer and cultural services to tradability, and rapid growth in
the range and scope of multinational businesses. There was also a great
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increase in international capital mobility, partly achieved through mone-
tary deregulation, with an increasing proportion channelled through
(place-based) markets rather than directly through single organizations.

The rise of quality-based competition (highlighted by Porter, 1990)
involved a number of mutually reinforcing factors on the supply and
demand side, some of which — such as the impact of rising incomes —
involved the working through of old trends, while others — such as the
development of computer-based production control technologies — were
more novel. For advanced economies at least, an increasing emphasis on
quality-based competition and product differentiation might be seen as a
response to severe difficulties in competing with producers who had access
to radically cheaper labour supplies within the extended international econ-
omy. As a strategy it was seen to offer potential advantages to smaller-scale
businesses (weakening the economies of scale argument), and to place a
premium on quality inputs (including inputs of world-class market and
technical intelligence).

The last of the hypothesized key aspects of economic change, flexibi-
lization, involved both the minimization of longer-term commitments
(through externalization and the scaling back of investment projects) and
pursuit of skill-combinations, network linkages and so on which permitted
more rapid recognition of (and response to) new market opportunities
(Piore and Sabel, 1984). An implication was that the required social inputs
into competitive economic performance could no longer be assumed to
follow from a combination of organizations’ internal management proce-
dures and routine public service provision. In particular, competitive
success was seen as now requiring the development of relations of trust and
co-operation across organizational boundaries.

Competitiveness of cities

Central to the NCW is the vision of a world in which most kinds of protec-
tion from competition have been eroded, through technological change,
communications improvements, and new instabilities in both tastes and the
international economic order — as well as through neo-liberal enthusiasms
for deregulation and economic integration. The effect has been to make
competitive pressures a much more immediate and pervasive fact of life.
The central economic imperative is then to compete and to build competi-
tiveness, through a search for new opportunities and distinctive sources of
advantage, and not ‘simply’ the pursuit of greater efficiency in serving
established markets. And, if firms are becoming less self-reliant and more
sensitive to external economies, forms of collective action are required
which are more closely geared to this aim, and to shifting competitive
circumstances.
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More specifically, the NCW envisages a renewal of the importance of
place-based external economies and the value of face-to-face relations,
leading to a substantially enhanced evaluation of urban assets of all kinds
(including their labour markets, pools of technical expertise, business clus-
ters, and cultural/political capital). For a limited number of leading (global)
cities with the capacity to meet the support needs of transnational
command/control functions and/or competitive strength in very high order
service activities, internationalization would provide a particular boost
(Sassen, 1991). And, rather more generally, increasing city-level competi-
tion across national borders, both for foreign direct investment (FDI) and
trade in city-based services, means that urban assets and urban economic
performance matter more for national economic outcomes.

Taken as a group, major cities ought to benefit materially from these
shifts and be recognized once again as key sites of economic opportunity,
rather than as problem-beset residues of an era when poorer communica-
tions tied business to the city. But the emphasis on quality, high-level skills
and diversity as sources of positive urban externalities suggest an uneven
pattern of gains and losses. From the perspective of the NCW, it is not just
that ‘cities matter’ but that the particular strengths and qualities of cities
increasingly matter (Porter, 1990). There are greater incentives, then, for
cities and city-regions to actively promote positive locational characteris-
tics, including patterns of linkage and innovativeness which could assist
locally-based firms in attaining competitive advantage and responding
flexibly to changing market conditions.

Cohesion in cities

Social cohesion, like competitiveness, becomes a significant public issue
in the NCW because the arrangements of the old status quo, with their clear
divisions between public/private, and economic/social roles, can no longer
be counted on to ensure the conditions for competitive success. This is
partly a matter of whether the appropriate quality and flexibility of busi-
ness inputs can be ensured to meet more demanding competitive require-
ments. Co-ordination functions which had been increasingly undertaken
by (and often within) major firms would now more often take place outside
them, largely through ‘the market’, though this would have to be under-
pinned by social capital in the form of networks, trust relations and shared
conventions. The availability of these would be particularly critical in situ-
ations of uncertainty, especially where economic innovation was being
pursued.

But it is also a matter of whether some of the old expectations about the
social order (involving both security and some consensus on fairness and
legitimacy) could continue to be met in the new circumstances. Among the
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reasons why this is foreseen as becoming more problematic are threats to
individuals’ security and ability to plan for their domestic lives/careers in a
more ‘flexible’ economy. A second factor would be increasing individual-
ization of relations in situations where outcomes seem to be more depen-
dent on competitive activity than on solidarity or collective action. Finally,
increased inequality could be expected as markets respond more strongly
to perceived variations in individuals’ contribution (or potential contribu-
tion) to competitive success/failure.

These threats to cohesion might manifest themselves in various ways: in
terms of a breakdown of residential ‘community’, family fragmentation,
and the weakening of workplace-based organizations, including unions.
But in any case, symptoms of a breakdown in cohesion would be expected
to become particularly visible in an urban context. And if business compet-
itiveness depended increasingly on place-based characteristics, local fail-
ures of cohesion among the general population, as well as the business
community itself, could have significant implications for competitiveness,
especially in those places most heavily involved in the internationalized
service economy. These changes went in parallel with a shift in focus on
social problems away from one which emphasized economic disadvantage
—poverty and unemployment — which the state might (or might not) seek to
deal with on grounds of equity and social justice. Instead the focus moved
towards issues of social integration. In the case of disadvantaged or less
successful groups, this was reflected in a shift in the language towards
more judgemental concepts such as the underclass or social exclusion.

However, just as social failure came to be seen as a possible contribution
to economic failure for cities, certain forms of social success — and levels
of integration among the successful — were now also seen as contributing to
economic competitiveness. In particular the quality of social networks, the
nature of formal and informal organizational life, and the degree of social
trust were seen as potential resources for places and communities (aspects
of'their social capital, as Putnam, 1993, 2000, puts it). These were expected
to contribute positively to economic competitiveness, either directly
through the quality of business linkages, or indirectly through the quality of
governance and the development of human capital.

Governance of cities

These developments have two major sorts of implication for systems of
government and economic ‘regulation’, one relating to the boundary
between public and private and the other to that between national/supra-
national/sub-national control functions. In the first case, one side of the
issue is that private actors (notably firms) have externalized more of their
functions, some of which have to be taken up collectively (as a result of
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market failure): for instance, some forms of training/socialization for
employability. The other side is that traditional forms of standardized
public provision/regulation are insufficiently flexible for the new circum-
stances of change/instability, increased differentiation of products, and
intensified international competition. Hence the public/private division of
labour needs to be modified (both in relation to individuals and busi-
nesses), not only through deregulation but also through continuing
involvement/interaction on a partnership basis.

In the second case, the issue is partly that the scaling of relevant
economic arenas has moved both up and down from the nation-state, with
great pressure on it both to release power upwards (in relation to monetary,
trade and perhaps environmental regulation) and downwards (to cities in
the frontline of competition for FDI and market shares in internationally
traded services). But it is also a matter of finding the appropriate adminis-
trative scale at which to formulate and implement industrial, social and
infrastructural policies (in collaboration with relevant private sector actors)
to meet increasingly variable and changing requirements on a responsive
basis. New forms of urban/regional governance are thus required in order
to secure both competitiveness and cohesion, and to manage tensions
between the immediate requirements of each in the interests of sustainabil-
ity.

In important respects, then, governance — specifically, more responsive
forms of governance — appears in the NCW as an answer to how the imper-
atives of competitiveness and cohesion are to be pursued and balanced,
when neither state nor market can assure this. (Other recent usages of this
language — as in the International Monetary Fund/World Bank’s use of
‘good governance’ as a condition for aid and domestic efforts to reform
‘corporate governance’ —have in common a concern for regulation serving
wider interests than those of the immediate power holders.) But we should
also note that the new institutions of governance (including supra-national
bodies such as the OECD and EU) have played a strong role in the propa-
gation of NCW ideas, including the centrality of competiveness-cohesion
as societal goals, as well as the vital role of cities in a changing world. The
linkage between competitiveness and cohesion is a problem which is in
part constructed by policy-makers, as well as a challenge for them to
resolve.

At the heart of the NCW, as we see it, lies a belief that changed circum-
stances have brought new and/or stronger kinds of interaction between
economic, social and political processes, which is one reason why cities are
so important to it. Beyond that, it embodies also a notion of virtuous and
vicious circles of development (or, perhaps more appropriately, ‘triangles’,
since they involve these three specific dimensions of social organization).
At local as well as national scales, achievement of competitive advantage,
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social cohesion and effective governance are seen as being mutually rein-
forcing, while failure in any of these is supposed to make achievements of
the others less likely and more difficult.

Politics and shifting understandings of urban problems

From policy-makers the NCW calls for a highly integrated view of the
ways in which cities operate, and for sets of policies to enhance these,
cutting across conventional divides between economic, social, political
and spatial/environmental issues, as well as within these broad domains.
By contrast, the problem-oriented view of cities underlying policy
approaches since the Second World War tended to focus on one domain or
other as crucial at any time (although with a series of marked shifts in
understanding as to which was key). This seems to have been the case in a
number of countries, with various points of similarity in perspectives and
policy prescriptions adopted at different times, though with less consis-
tency than in the subsequent switch towards the NCW. Here we confine
ourselves to a discussion of approaches pursued in a single country (the
UK) since the particular politics and sequence of events inevitably varies
between countries, in order to try to understand why policy perspectives
shift, and what light this might cast on the most recent switch to a ‘joined-
up’ NCW-based approach to urban policy.

From the 1940s to the late 1960s it is clear that the dominant factors in
shaping urban outcomes were seen by the British policy community very
much in spatial terms. In part this was because of a division of labour in
post-war reconstruction which was both institutional and intellectual, with
economic and social problems being handled — almost entirely — aspatially
(through national programmes of macro-economic management, to assure
full employment, and Welfare State construction, to meet all other social
needs), supplemented by a top-down regional policy. The third key dimen-
sion was more or less purely spatial, conceived of essentially in terms of
construction and environmental planning. In this context, such problems
within cities as were not going to be resolved by the national socio-
economic initiatives tended to be seen as a function of the spatial distribu-
tion of people, buildings and activities, whether at a local or a sub-regional
scale. A dominant metaphor was that of ‘congestion’, whether in access to
open space, transport, jobs or housing, alongside a concern with ordering
and re-ordering the spatial structure of cities and city-regions. A paradigm
was the Abercrombie plan for the London region in which planned decen-
tralization was to be the major way of addressing these issues, and thereby
securing a whole range of socio-economic as well as environmental goals.
In practice, however, the (positive) effects of this approach were relatively
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modest, most decentralization actually occurring through unplanned and
un-ordered private initiatives, while there were other unintended impacts
(including the social selectivity of decentralization) largely because of
market forces which planners could neither reverse nor effectively
manage.

When an alternative focus for urban policy emerged in the late 1960s,
however, it was primarily as a response to perceived limitations in the
success of full employment and welfare state policies, rather than those of
spatial planning. A (re)discovery of persistent poverty and allied social
problems, including delinquency, educational failure, homelessness and
racial tensions (notably in inner-city communities), led to a sharp shift
toward (micro-)social interpretations of the roots of a very wide range of
urban problems. In this respect the UK followed quite closely a sequence
of events occurring in the USA about 5 years earlier, as was also true of the
ending of this phase. The core notions were effectively ones of implemen-
tation failure, either within state agencies or at a personal level within
communities, in securing for some particular population groups the social
and economic rights to which all were entitled under the post-war
programmes. What was required were targeted local initiatives aimed both
at raising expectations and securing more responsive policy interventions
that recognized the holistic nature of the problems faced by particular indi-
viduals, households and communities. The approach was actually applied
very selectively, with no impact on the very large numbers of people with
similar problems outside the targeted areas. And, as time passed and
economic crises made unemployment a much more central concern in
these communities (as elsewhere), micro-social interventions came to
seem less salient. But the key weakness which brought it to an end was that
the changes in expectations, demands for expenditure and empowerment
which were stimulated went well beyond the apparently uncontroversial
ideas of securing effective implementation of established policies.

The second shift in the mid-1970s, with urban problems being redefined
as economic in their basis, and more specifically as the product of system-
atic decline, disinvestments and depopulation in core cities, not only took
over from the ebbing social approach but also completed the demise of the
spatial/decentralization strategies. Both were now seen as fundamentally
intellectually flawed in missing the key point about the primacy of
economic forces and concerns, whether these were to actually be secured
(as the right thought) by setting the market free, or (as the left thought) by
pursuit of sectorally-focused intervention strategies. Actually this shift
involved a dual switch of perspective, not only from a social (or physical)
to an economic perspective on urban problems, but also from a regional to
an urban (and even intra-urban) scale of concern with unevennesses in
economic growth and decline. The evidential bases for these were (in the
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latter case) that disparities in rates of change were more marked on an
urban—rural dimension than intra-regionally, and (in the former) a correla-
tion between areas of economic/demographic contraction and of concen-
trated deprivation and disorder, notably in inner-city areas. Concern with
these economic issues at an urban scale was undoubtedly heightened
during the 1980s, when any general national initiatives to ameliorate the
effects of deep recession were effectively outlawed. But, partly because of
these circumstances, there was rather little to show for the benefits of urban
economic policies, even in growth terms (except eventually in London
Docklands) and hardly anything detectable in social terms (e.g., in relation
to urban unemployment).

A further shift of perspective emerged during the 1980s, evolving (in
central government, under Margaret Thatcher) alongside continuing prac-
tice of the economic approach, rather as the social approach emerged
alongside continuing practice of spatial planning. The focus now came to
be on political factors, particularly in the political character of urban local
government, as the key underlying cause of persistent physical, social and
economic problems in British cities. The diagnosis here had several facets,
involving a systemic tendency to overspend (given external funding and
weak local democracy), anti-business attitudes among the urban manager-
ial class, a form of machine politics in Labour-controlled areas based on the
provision of jobs and public housing, and a dependency culture also linked
to the council’s monopoly role in housing, education and social service
provision. These facets were mutually reinforcing, and the (logical) policy
response was to seek to reverse each of these: through a combination of
privatization, promotion of competition, reform of local government
finances, redistribution of executive responsibility away from local author-
ity control, promotion of partnership-working, and (under Blair) a stronger
focusing of political responsibility on visible elected leaders.

The research programme on which this book is based emerged just at the
point when this roundabout of one-dimensional perspectives was coming
to a halt. This development reflected:

(a) aparticular concern of the Blair government with ‘joining-up’, both
of ‘thinking’ (i.e., understanding of causal connections across
conventional divides) and of ‘government’ (i.e., integration of action
at point of delivery as well as strategically);

(b) a set of key policy concerns — competitiveness, work, crime, the
family, education, the environment, etc. — each seen as having a
strong urban dimension to them.

Nevertheless, the story of paradigm shifts in understanding of urban
‘problems’ over the previous half-century has a great deal of relevance to
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this programme, and what it can contribute to the joining-up process. One
point to be made is that, although quite other (political) concerns were also
involved, academics were party to each of the shifts in perspective which
we have discussed and not only as individuals, since in almost all cases a
majority of the research community was carried with them. But, while in
every case there was a plausible intellectual argument to be made (with
some evidential support) for the new position, in no case has a conclusive
case been made that the previous approach was misguided or demonstrably
inferior to what replaced it, either in general or in relation to changed
circumstances. As Higgins et al. (1983) observed some years later about
the (widely endorsed) shift from a social to an economic approach: ‘What
we have achieved . . . is a different analysis rather than necessarily a better
one; our conceptions of the inner-city problem have changed rather than
progressed, and perhaps we have simply exchanged one orthodoxy for
another’ (p. 194). The general case seems to be that paradigms get switched
when successful implementation of the policies implied by the previous
one proves more difficult than expected in the face of market forces and/or
established political interests. For academics at least, a lesson could be that
understanding of how these forces interact with policy initiatives should be
more fully integrated into diagnoses of the problems.

One route to seeing this is to think of the set of urban problems recog-
nized at various times since Engels’ (1892) writing about the ‘great cities’
of the mid-nineteenth century as involving two intellectually (and politi-
cally) distinct elements. The first of these relates to the inability of unregu-
lated market forces to deal with the economic and social externalities
which flourish in the relatively dense environments of larger urban settle-
ments. In Engels’ analysis these are epitomized by the risks of epidemics
spreading through and then beyond the insanitary, congested and badly
maintained slums occupied by the poor. Extended into a general theory of
environmental externalities, negative speculation and slum creation, this
provides the intellectual basis for much of the spatial approach to urban
problems. Similarly, the late Victorian theory about the risk of moral
degeneration among the working classes in socially segregated cities
(where those capable of providing a moral example had left: see Stedman
Jones, 1971), updated to the context of Afro-American ghettos by Wilson
(1987), anticipates the core ideas of a recently burgeoning US literature on
peer effects in school/neighbourhood environments on delinquency and
educational failure — and underpins much of the social approach to urban
problems.

The second element, however, is simply one of poverty as an extreme
manifestation of economic, social and political inequality. For Engels at
least, the poor are particularly implicated in the production of negative
urban externalities, inasmuch as they would actually choose (our language,
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not his) to live in overcrowded, poorly maintained dwellings close to their
workplaces, given the cost of alternatives and their limited resources. Of
course, these resource constraints are ‘not of their own making’, and they
give rise to a set of other outcomes (made statistically visible in one-class
areas) which are not necessarily linked in any obvious way to spatial
externalities but are of some social /moral concern in their own right: for
example, infant mortality, wasted talents, misery and unfitness for mili-
tary service (or other work). These effects, and those of criminal, feckless
or seditious behaviour, may or may not be exacerbated by spatial concen-
tration or environmental factors, but they clearly have their roots else-
where: they are fundamentally problems in the city not of the city, which
will not be eliminated without some form of redistribution of real income,
power and opportunities. Without this, problems associated with poverty
can at best be displaced, not solved, as is evident from attempts to upgrade
housing conditions without attention to the affordability (in rent and
running cost terms) of improved accommodation for those on limited
incomes.

All this is rather obvious, but highly problematic in its implications,
since significant redistribution of real incomes is likely to be even harder to
achieve in political terms in the relatively transparent conditions of a local-
ity than through national programmes. There is a strong temptation (for
academics as well as policy-makers) therefore to recast issues associated
with the concentration of poor people in urban areas as problems of
concentration, the urban setting, or the ways in which these are experi-
enced, rather than as problems of individual poverty or powerlessness. And
when practical experience shows this view to be unsustainable within one
approach, the next temptation is to offer a radically recast version of the
problem which (plausibly) by-passes this difficulty, by suggesting a differ-
ent set of key factors and focusing on a slightly different sub-set of the
range of urban problems.

The NCW represents a new start for thinking about urban problems, and
one which is generally supportive of the ‘joined-up’ approach. But the
history of shifting approaches to identifying, explaining and dealing with
these problems provides grounds for caution and scepticism in relation to
both. One issue is temporal: the continuing temptation to emphasize new
circumstances and new understandings in the face of a kind of problem
which is old, familiar and politically difficult. The other issue is spatial,
with another recurrent temptation to see the roots of problems in local
circumstances, remediable through limited action in places displaying the
most acute symptoms. To avoid falling again into such traps, the ideas of
the NCW need to be translated into researchable terms and tested/devel-
oped against the evidence of actual processes underlying the performance
of contemporary cities.
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Problems and questions

The lines of argument woven together in the NCW seem to provide the
basis for a new urbanism which treats urban forms and ways of life as
potentially vital for economic, social and political success in contemporary
circumstances (and possibly also for environmental sustainability, though
that is not an issue taken up in this book), in contrast to the anti-urbanism
which prevailed through the last century. They provide a basis for opti-
mism about the future of many (if not all) kinds of city, and also highlight
types of action which would be required to secure success, both for cities in
general and for particular cities which have increasingly to compete with
each other in terms of quality.

Taken as a framework for considering cities and regions, the NCW
assigns much more significance to the social dimension in current circum-
stances than under the previous status quo. At its heart is an argument that
‘social’ factors of various kinds now exert a substantially stronger role
within ‘the economy’ than in the immediately preceding era. Actually it
remains, like most of its predecessors, very much an economically driven
model of change but with a weakening of the traditional boundary between
the ‘economic’ and the ‘social’. Under the previous dispensation key social
functions were assumed to be taken care of within particular organizational
structures (including private corporations as well as parts of the state, and
stable residential communities/families), but these can no longer can be
taken for granted as fulfilling these roles. Social cohesion and responsive
governance will have to bridge these gaps on a more collaborative basis,
largely (it is assumed) at an urban scale.

Overall the NCW perspective is a pretty functionalist one. It starts from
claims about a number of more or less exogenous changes in the economic
context facing all developed societies, and then predicts and/or explains
others as consequences of these, typically as rational responses for survival
in the new circumstances. However, it does not imply that all works for the
best, with the hidden hand of competition actually assuring the ‘best of all
possible worlds’; rather, its holistic vision involves the co-existence of
both virtuous and vicious circles/triangles. And, in important respects, it
presents a set of challenges to which (it suggests) communities and policy-
makers need to respond, if they are to survive and prosper. But the NCW
does not presume that there are adequate existing mechanisms to ensure
that they always will succeed in achieving this, especially if they start from
situations of weak competitiveness, limited cohesion and disconnected
governance.

Like any conventional wisdom, the NCW tends to exaggerate the coher-
ence, closure and determinedness of the system with which it is dealing, while
the emphasis on ‘newness’ underplays elements of long-term continuity that
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might still bear much of the responsibility for recent developments. Clearly
each of the processes which it highlights have always played some role in
urban development, just as those it associates with the ‘old status quo’
continue to play a role. The shifts are ones of relative importance, although
— with the kinds of interaction among them that the NCW emphasizes —
these could well produce qualitative shifts in urban performance. There are
real dangers, however, in rationalizing all important recent developments
in terms of the new order that the NCW proclaims, when they may well
have more to do with transition and the breakdown of an old order (as with
the recessions of the 1980s), or with factors of continuing importance
which the NCW plays down (notably that of power).

The NCW has an ideological as well as functionalist character, with
dissemination and acceptance of the model being a necessary (if not suffi-
cient) condition for its translation into reality. For example, the emphasis
on competitiveness and cohesion might be seen as a consequence of new
forms of governance in which the interests of private sector business are
more directly incorporated in the formulation of public agendas, rather
than as objective factors now requiring these changes in the policy system.
In relation to The World Report on the Urban Future the NCW has been
characterized as neo-liberalism re-launched ‘with a human face’ (Jessop,
2001, p. 1). Even so, in some key areas there actually seem to be inadequate
motives/causes to produce the required outcomes (e.g. in terms of the
‘hollowing out of the state’ from below). And factors which have continu-
ally frustrated efforts to resolve ‘urban problems’, particularly the political
obstacles to tackling social inequality, remain in the background, partially
concealed under the fuzzier rubric of ‘social cohesion’.

In this book we seek to cut through some of this fuzziness, asking what
‘competitiveness’, ‘cohesion’ and ‘governance’ actually mean in contem-
porary cities, how they are shaped, and what evidence there is of radical
change in urban processes or outcomes over the timeframe of the NCW.
The major findings and their broader implications are drawn out here
through two sets of chapters. The first of these, in Part I, focuses on the
concepts, examining what is encompassed in each, how they can be opera-
tionalized in an urban context, how far they (rather than other factors) can
account for key patterns of outcome and new developments in cities over
the last two decades, and what evidence there is for claims about virtu-
ous/vicious circles. These deal in turn with economic competitiveness,
social cohesion, governance and interactions between these. The second
set, in Part II, look more closely at each of these issues in the context of
particular key sectors, institutions and processes, as the basis for conclu-
sions about the applicability, potential and limits of the NCW as a frame-
work for understanding and steering change in cities. Following the
ordering of Part I, these start with some key elements in the new urban



Ian Gordon and Nick Buck 21

economy (innovation, finance and culture), move on to a pair of processes
relevant to levels of social cohesion (residential segregation of disadvan-
taged groups, and gentrification of inner urban areas), examine two facets
of responsive governance (local social participation and city-wide
economic boosterism), and finally explore two key institutions responsible
for interactions among these: urban property and labour markets. A
concluding chapter reviews the significance of the mixture of change and
persistence emerging from these empirical studies, in relation to the task of
moving both research and action beyond the less satisfactory features of
the new conventional wisdom.



PART |

Concepts



Chapter 2

Cities, Competition and
Competitiveness: Identifying
New Connections

IVAN TUROK

Introduction

Within the NCW ‘competitiveness’ is supposed to represent the fundamen-
tal source of prosperity in an increasingly market-driven economy. It is a
difficult notion to define and measure because it is multifaceted and not
directly observable. Consequently it has been used in a variety of ways and
contexts. The very idea of a city, region or nation as a competitive entity is
contested. It has been criticized as meaningless and dangerous as a guide to
economic policy by disguising special pleading on behalf of particular
sectional interests seeking protection (Krugman, 1996a, 1996b). Others
argue that it is important for understanding and policy because increasing
international competition forces greater emphasis on quality and knowl-
edge rather than resource availability and cost (Castells, 1996; Porter,
1990). The purpose of this chapter is to examine the usefulness of this
perspective for understanding and responding to patterns of economic
success and failure at the urban level, and to assess how far these patterns
bear out the NCW’s view of a fundamental change in the economic posi-
tion of cities.

The competitiveness of firms is normally defined by their ability to sell
their products in contested markets. As such it represents a latent variable that
is not directly measurable, though with causes and consequences that may be
measured. Consequently, a natural but confusing tendency is to equate the
concept with some of these causes or consequences. Translating the idea to
spatial units such as cities or nations, which are sites for all or part of the
activities of a shifting set of firms, adds considerable complexity to the situ-
ation, both because of aggregation and because in some sense these places
‘compete’ for such activities (as well as ‘their’ local firms competing in the
ordinary sense). Despite such subtleties, in practice when applied to cities the
term is often simply equated with their economic position in relation to other
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cities. Hence a competitive city is identified as one with relatively high per
capita incomes or employment. However, such indicators tend to reflect
historical performance and inherited positions more strongly than current
performance or economic potential. Competitiveness also features as a
prominent goal of development agencies, although too often as purposive-
sounding rhetoric rather than as a specific strategy for how to increase
economic development. All this adds little to our understanding of how and
why places prosper. Competitiveness can become a tautology conveying
an impression of rigour and relevance, but superfluous to our existing
economic lexicon.

Used with care, however, the concept does have more insights to offer
for cities. This chapter argues that in this context competitiveness should
be seen as covering three key determinants of growth and prosperity,
namely:

(a) the ability of a city’s firms to sell their products in contested external
markets (‘trade’);

(b) the value of these products and the efficiency with which they are
produced (‘productivity’);

(c) the extent to which local human, capital and natural resources are
utilized (e.g., the ‘employment rate”).

Competitiveness is a function of complex inter-relationships between these
variables and should not be reduced to any single one of them. There
remain unresolved questions about the factors and forces underlying these
features and how the concept should be measured. The term risks repre-
senting the determinants of city prosperity too narrowly and concealing
important variations between the competitive positions of different
branches of a city economy (diversity). It may also obscure variable
economic performance over time (volatility) and the uneven consequences
of competitive success for different social groups and areas (inequality).

The structure of the chapter is as follows. The next two sections outline
why the concern for competitiveness has gained such prominence in
economic policy-making. The following two sections consider some of the
ambiguities surrounding the nature and value of competition between
places. Subsequent sections explore the changing sources of and obstacles
to urban competitiveness, followed by a short conclusion.

Roots and responses to competitiveness concerns

The competitiveness notion has snowballed partly because of the increas-
ing international mobility of capital and more open national markets: in
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short, globalization. Economies are connected more closely through rising
exports and imports and increasing foreign direct investment. This has
resulted from declining trade barriers, falling transport costs, improved
telecommunications and the growth of transnational corporations (TNCs).
The emergence of new economic powers in Asia and more competitive
product markets has intensified cost pressures and increased insecurity.
More integrated financial markets and international agreements between
governments have made it more difficult for them to stimulate their
economies by pursuing traditional macro-economic policies indepen-
dently.

Various micro-economic, supply-side measures have been developed
instead to improve the internal efficiency of firms and the value of their
products, and thereby secure their share of world markets and jobs.
Productivity in this broad sense of creating or enhancing competitive
advantage has been portrayed as central to long-term economic progress. It
is important for regions and nations to pay their way in the world, in terms
of exporting sufficient goods and services to pay for imports.
Consequently, productivity and trade performance are closely related to
competitiveness.

A laissez-faire approach has been pursued in some countries, including
liberalization of domestic markets, privatization of utilities, relaxation of
environmental standards and withdrawal of other ‘burdens on business’.
By reducing the levels of regulation and taxation, governments have tried
to lower the costs of production and create flexible labour markets to estab-
lish a business climate conducive to greater price competitiveness and
higher profitability. This is intended to generate growth by stimulating
private investment and attracting foreign capital.

Others have recognized the diminishing returns from cost-cutting in
commodity production, the ease of imitation and the fact that the burden
may have to be borne by the resident population in lower earnings, more
precarious jobs and inferior public services. In order to protect people and
places from a ‘race to the bottom’, they have actively assisted firms to
compete abroad through non-price or quality-based competitive advan-
tages that should be more enduring, including more sophisticated, reliable
and branded products or greater customer responsiveness. They have
supported new technologies, better work force and management skills, or
singled out key industries for special help to move up the value chain.

These responses are echoed at sub-national levels. Rising competition,
capital mobility and joblessness have heightened perceptions of external
threats. Some policies have been overtly competitive in a defensive sense,
including attempts to protect vulnerable industries or to discourage busi-
ness relocation through subsidies (Cheshire and Gordon, 1996). Others
have been proactive, including place marketing and financial incentives to
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attract investment. Civic leaders have competed more aggressively to
capture flagship projects, tourism and jobs, using both the cost of local
factors and the quality of amenities. Traditional policies were less explic-
itly competitive, including increasing the business formation rate and
strengthening the growth capacities of local firms.

The latest trend is to exploit urban assets such as specialized labour
pools, institutional networks and the lifestyle and cultural facilities of
cities. Distinctive strengths are supposed to help places avoid vulnerability
to mobile capital and a race to the bottom. They aim to attract talent and to
develop special capabilities in order to export innovative products sold at
premium prices (Chapter 8 provides examples of the commercialization of
culture in cities). The NCW suggests that cities contain unique intellectual
and other resources to make knowledge-intensive firms more internation-
ally competitive. However, distinctiveness does not have to refer to a city’s
position in global markets: Porter (1995) points out that US inner cities
could compete effectively in underserved local and regional markets,
including products for minority consumers, because of their strategic loca-
tion and access to a motivated unemployed work force. We return to these
arguments later.

Government attitudes towards place-based competition

Sub-national policies of these kinds have traditionally been treated with
ambivalence by European governments because of their uncertain net
contribution to the national economy. Some governments have become
more supportive, hoping to shape them to serve national political and
economic purposes. Indeed, local development has increasingly replaced
traditional equity-based regional policies (Anyadike-Danes et al., 2001;
OECD, 2001b). These sought to reduce spatial disparities by guiding
investment away from congested areas to lagging regions with underused
resources. Such carrot and stick policies have been cut, partly through fears
that growth restrictions in buoyant areas might divert firms out of the coun-
try.

Instead, spatial policy has switched to promoting development from
within by exploiting indigenous strengths. There is less emphasis on
inward investment and more on creating environments where high-quality
businesses can start up and succeed. This draws on endogenous growth
theory where growth is seen to arise from enhanced local productivity and
innovation through investment in human capital and research in leading
areas of the economy (Crafts, 1996; Martin and Sunley, 1998). It is
supported by arguments that innovation, institutional learning and the
exchange of creative ideas (‘knowledge spillovers’) occur most effectively
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in industrial clusters organized at the city-region level (Cooke and Morgan,
1998; Kanter, 1995; see also Chapter 6 and the penultimate section below).

The change in approach occurred initially within the framework of ‘top-
down’ regional and national policies. The main business development and
training programmes were delivered locally but controlled centrally in
order to prioritize national objectives. Over time economic responsibilities
have been decentralized to regional or local organizations in order to
permit greater responsiveness to variable conditions on the ground, rather
than a centralized ‘one-size-fits-all” approach. Development agencies now
cover whole countries rather than selected ‘assisted areas’, in order to
maximize growth potential wherever it exists. This bottom-up approach
encourages more explicit territorial competition, prompting a concern that
localities in a weak position at the outset will lose out to areas with greater
competitive strengths and resources. It is another sign of a shift in empha-
sis in spatial policy from equity considerations to national efficiency.

Wider national reforms driven by a belief in competitive markets have
also affected local authorities. Some reforms have sought to alter the
culture of the public sector through greater emphasis on enterprise and
opportunity at the expense of need and entitlement (Kearns and Turok,
2000). Competition has been used to allocate resources for area-based
initiatives in sectors such as education, health, housing and employment
(Oatley, 1998). Competitive bidding is intended to provide pressure and
rewards for greater imagination and efficiency in service provision.
Privatization has also opened up new areas of the urban economy to market
forces, including transport, water and environmental services. Competition
has increased between organizations within cities as well as between
places, making strategic planning and co-ordination of delivery more diffi-
cult. Fragmentation and duplication of effort sometimes give the impres-
sion that insufficient consideration has been paid to the circumstances in
which competition may or may not be appropriate.

The nature of competition between cities

Competition between firms is supposed to have two main benefits for
economic development (Beath, 2002; Carlin et al., 2001). First, it provides
a selection mechanism; firms with out-dated products or inefficient
processes do not survive, while new entrants introduce better products and
techniques. Selection by exit and entry reallocates resources from ineffi-
cient producers and declining sectors to more efficient and growing ones
(HM Treasury, 2001b). Second, it provides strong incentives to existing
firms to improve their technology and organization. The threat posed by
rivals encourages them to become more innovative and efficient, which
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increases their market share, lowers the average cost of production in the
industry and reduces the price to consumers.

Both mechanisms are thought to improve productivity and growth
across the economy. Firms often try to limit competition by securing a
dominant position in their markets or by colluding to agree prices or market
share. Government regulation is required to prevent this. Competition may
also have important costs arising from market failure (neglect of research
and development, training, derelict land and other externalities), which
also calls for government action. In practice, competition often co-exists
with forms of co-operation. Firms under pressure may collaborate with
suppliers and customers in order to expand their expertise, develop special-
ist products and improve their access to markets. Beyond a certain point
some forms of collaboration become collusion, which is why business
associations have sometimes aroused suspicion.

Competition between places cannot operate in the same way. The agents
and their powers are different and competition is moderated by other
resource allocation mechanisms. Considering selection first, it is some-
times observed that ‘cities cannot go bankrupt’ if uncompetitive, unlike
firms. New entrants also emerge infrequently and are usually insignificant
compared with most markets in which firms operate, since building new
urban economies is costly and slow. Most countries have public finance
systems that cushion the impact of economic crises, and hence govern-
ments effectively keep declining cities ‘in business’ through transfer
payments. In addition, there is a gap between civic leaders and actors
whose assets are at risk from urban decline. Local authorities in many parts
of Europe are insulated because most of their funds originate from central
government on the basis of their resident population, which adjusts only
slowly to economic decline. There is an element of need in their funding
allocation, which partially compensates deprived areas. Areas of job loss
also gain from social welfare expenditure for workless groups, which is
another economic stabilizer. Centralized financial systems protect
European cities from the spiral of decline that can face distressed US cities
within a more decentralized regime (Hill and Nowak, 2002).

Yet places do still stagnate and decline, even if they do not ‘close down’.
There may be local reasons, such as exhausted natural resources, or wider
shifts in the economy (Begg et al., 2002). National transfers may slow or
delay the process, but they will not reverse it without productive invest-
ment. New urban areas also emerge over time, showing a dynamic process
of change at work that must affect the functioning of the overall economy
in the long run. Edge cities and new towns grow on the back of the services
and markets of their neighbouring cities, without their high costs or legacy
of industrial decline. Some fiscal stabilizers have also been pared back.
New methods of private finance and competitive bidding are bound to have
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more uneven spatial outcomes than previous procedures. Labour and prop-
erty shortages in growth regions mean that local authorities are often
encouraged to respond to market demand and accommodate new develop-
ment, not try to steer it through planning restrictions or strategic use of
infrastructure (Turok and Bailey, 2005). Thus, the possibility of a selection
mechanism in place-based competition may be becoming more relevant.
Some of the consequences are discussed below.

Similar observations apply to incentives. At issue are the benefits to the
area from engaging in competition compared with the costs. This is a more
complex calculation for cities than for firms since they are not single enti-
ties driven by the profit objective (though it may be much simpler in the
case of formal competitions for special public resources or to host one-off
events, since the organizational bidding costs may be marginal and the
direct rewards much more substantial.) Even productivity is an insufficient
overarching aim because it can be raised by deploying fewer resources for
the same output (e.g., by labour shedding), which does not increase pros-
perity. Some places would find it easier to enhance their prosperity (and
their contribution to national output and wealth) by activating underem-
ployed resources (such as increasing the employment rate) than by raising
productivity (Bailey et al., 2002; Begg ef al., 2002). In addition, city
authorities have less control over many of their assets than firms, so the
links between what they do and the outcome is more uncertain. The calcu-
lation is bound to vary between the markets in which cities compete,
depending on the nature of the competitive process and who experiences
the benefit and burden. It is also likely to vary between countries depend-
ing on the link between local economic performance and local tax
revenues. In general one might expect cities with inherent advantages at the
outset to be more inclined to participate in competitive activities than those
in weaker positions, because they stand more chance of success. Against
this, cities with greater economic problems are likely to be under more
pressure to engage in competition.

There is little or no direct incentive for city authorities in countries such
as the UK to promote economic growth because the revenue from business
rates is pooled nationally and distributed as part of local authorities’ over-
all funding allocation, which is driven by a formula. (In recognition of this,
the UK government recently proposed a scheme to reward local authorities
for encouraging business in their area by allowing them to retain some of
the revenues that arise from growing the business tax base. It is currently
consulting on the scale of the incentive to offer and how to ensure that the
distributional impact is fair.) This grant system generally cancels out the
effects of changing property values on local authority revenues and house-
hold deprivation on their expenditure. Only population growth has any real
fiscal effect and this is not necessarily positive. Growth imposes costs
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through transport congestion and environmental damage, and requires
investment in physical and social infrastructure. Lack of public funds to
tackle congestion and shortages of housing and schools may limit the
capacity of places to grow. In addition, administrative boundaries separat-
ing residential suburbs from commercial cores complicate assessment of
the effects of growth since the costs fall unevenly and the benefits leak out.
Public authorities often encounter political opposition to new develop-
ment, particularly towards new roads and housing around existing suburbs,
and especially in pressurized regions. Such considerations can more than
offset the gains from growth.

Nevertheless, a competitive political system, electoral pressures to
create and safeguard jobs, and lobbying by selected business interests to
help them grow mean that all except the wealthiest dormitory suburbs and
towns normally make some effort to maintain or enhance their economic
position. The intensity of their effort is bound to be sensitive to the
economic cycle. The form it takes may also be symbolic as much as
substantial. There are opportunities for most areas to access special
resources for this purpose, such as regeneration budgets from central
government, European funds or Lottery money, although the scale may be
limited for places without assisted area status.

One of the difficulties facing local decision-makers is uncertainty about
what policies to pursue. Their choice may be influenced by central govern-
ment controls, the rules of other external funders, the pressure for visible
actions, fashionable ideas or advice from consultants. They may also be
swayed by special interests for whom the pay-offs from growth and devel-
opment are more direct, such as major property owners. Other economic
interests with larger numbers, smaller individual stakes and more diverse
concerns find it harder to organize for collective action. This raises the
obvious danger that the selected policies favour narrow interests. Overall
there is little doubt that there has been a steady growth in local policies in
Europe that are explicitly or implicitly competitive, even if the rationale is
sometimes open to question and the incentives are not clear-cut, as they are
in North America.

Virtues and vices of place-based competition

Place-based competition has not traditionally been considered important
for the economic growth process. Common descriptions such as ‘displace-
ment’ and ‘zero-sum’ imply it is unproductive and to be discouraged, since
one area’s success may only come at the expense of others (Cheshire and
Gordon, 1998). It may be wasteful if subsidies are given to encourage busi-
ness relocation, especially if this prompts retaliation and inflated subsidies
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or concessions on environmental or employment standards (a negative-
sum game). There is a history of predatory poaching or beggar-my-neigh-
bour behaviour in the USA through big inducements for firms to move
between areas (OECD, 2001b). The EU have become concerned about
member states offering such subsidies, or being blackmailed by firms
threatening to move. Limits have been imposed on state aid in recognition
that governments may turn a blind eye to such behaviour by local authori-
ties if their competitor locations are abroad. Yet European integration and
business mobility mean that competition occurs increasingly on an inter-
national basis. TNCs are more proficient than local firms at extracting
subsidies by playing places off against each other (Win, 1995).

There are other instances where place-based competition may lead to a
misallocation of resources from a national or even a local perspective.
Civic pride and rivalry can cause unnecessary imitation and wasteful dupli-
cation of public facilities, especially between adjacent areas. They can lead
to expensive promotional efforts for symbolic purposes and unwarranted
incentives to host major sporting and cultural events. Meanwhile, support
for sectors that are much bigger generators of sustainable economic activ-
ity may be neglected because they have a lower profile or the competition
is less visible. Rivalry between neighbouring cities and towns can also
undermine the reputation of both, and result in failure to develop comple-
mentary assets that would be beneficial all round. By sharing their knowl-
edge and resources in collaborative ventures they might benefit from
economies of scale and scope, and thereby gain a collective competitive
advantage over other places (Cooke et al., 2002b; Turok and Bailey,
2004).

Finally, competition between cities can widen social inequalities and
generate human costs if there are consistent losers. Places may be disad-
vantaged to begin with, perhaps through their peripheral location, burden
of dereliction, out-dated skills or outmoded educational or research institu-
tions. Market forces may exacerbate disparities by skewing resources
towards areas with more immediate commercial prospects or confidence
among investors. Decline may be self-reinforcing, with weakened correc-
tive mechanisms. Privileged cities may become even wealthier by attract-
ing away investment, talent and entrepreneurial skills. This will fuel their
development process, albeit at some wider cost in imbalanced labour and
housing markets, inflation and slower national economic growth. The
distributional consequences arising from an unequal spread of competitive
assets are usually ignored in policies promoting a decentralized approach
to economic development.

Of course, there may be positive consequences of competition as well.
Pressure on local bodies may prevent complacency and encourage timely
delivery of suitable infrastructure and services. It is vital for cities to maintain
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their economic base, especially with territorial transfers under greater
scrutiny. Cities may seek to develop special areas of technological exper-
tise to help firms access new markets. Provision of serviced land and prop-
erty can facilitate business growth and avoid disruptive relocation of
expanding firms to surrounding areas. Similar points apply to the retention
and attraction of a mobile population. City authorities may build on their
distinctive features, physical heritage and cultural traditions to develop
new and original ways of attracting external visitors and investors. This can
extend the range of investment opportunities, widen the choice of tourist
destinations and enrich the quality of life for residents. An emphasis on
quality, diversity and differentiation (dynamic advantages) is much more
likely than imitation and cost-cutting (static advantages) to produce a posi-
tive developmental effect overall. The possibility remains that weaker
cities will be less well equipped to compete on aspects of quality and better
positioned to compete on cost for lower value projects, because of their
cheaper property and lower wages.

Commentators tend to be ambivalent about deliberate encouragement of
place-based competition (e.g. Oatley, 1998; Turok and Hopkins, 1998). It
is unlikely to be inevitably beneficial or harmful. Much depends on the
form it takes and the context in which it is pursued, including regulation of
counter-productive and underhand practices by national authorities and the
existence of compensating policies where appropriate. Governments have
a role to play in creating an environment that encourages desirable prac-
tices, such as enhancing productive capacity, maximizing use of underem-
ployed resources and stimulating innovation. Simple diversionary
activities may be discouraged, unless there is a wider economic and social
justification such as ensuring a better-balanced economy in terms of its
regional distribution or the range of employment opportunities.

Competition between places is a reality, especially in an unorganized form
through firms trading in wider markets. The ongoing performance of firms is
influenced by various attributes of their areas — as we discuss in the follow-
ing sections — in ways that vary from sector to sector. This is a more impor-
tant feature of territorial competition with more significant consequences
than the visible battles between public agencies to host prominent events or
to win challenge funds. The concept of competitiveness can help to explore
these dynamics by prompting questions about the local conditions that help
firms to sell their products in wider markets. It has become popular to suggest
that specifically urban conditions have become increasingly important in an
era of more integrated markets and higher quality products and services.
According to Porter, for example: ‘The enduring competitive advantages in
a global economy are often heavily localised, arising from concentrations of
highly specialised skills and knowledge, institutions, rivalry, related busi-
nesses, and sophisticated customers’ (1998, p. 90).
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The competitive advantages of urban size

The geographic concentration of economic activity is very noticeable in
modern society. The tendency for firms to cluster in a limited number of
places suggests that cities have economic advantages, although the influ-
ence of planning controls and inertia need to be borne in mind as well. At
the risk of oversimplification, one can distinguish two contrasting interpre-
tations of concentration that underlie current debates about the develop-
ment of cities. They share a common view that location influences
economic processes and cities contribute positively to the national econ-
omy. However, they emphasize different ways in which geography matters
to economic performance. They also have different implications for policy,
including whether to promote industrial diversity or specialization, to
devote priority to enhancing hard assets (e.g. infrastructure or labour avail-
ability) or soft assets (e.g. institutional networks or specialized knowl-
edge), and whether to foster co-operation between firms.

The first perspective (discussed in this section) stresses the benefits of
size and diversity that flow from having a concentration of economic activ-
ity and population within easy reach. The second perspective (discussed in
the penultimate section) stresses the quality of the relationships between
firms. The classic concept of agglomeration economies emphasizes the
‘positive externalities’, or external economies of scale, scope and complex-
ity, that follow from co-location of many businesses. Geographical prox-
imity and size increase the opportunities available to firms and reduce the
risks to which they are exposed (Gordon and McCann, 2000; Parr, 2002;
Storper, 1997). Size and proximity reduce the cost of labour and business
services, and help to improve the efficiency with which inputs are used via
better management, improved work force skills or better production tech-
niques. Agglomeration also increases the opportunities available to work-
ers and to providers of business and personal services, and hence the gains
extend beyond individual firms and increase the overall productivity and
growth rate of city economies.

One can identify three main kinds of economic benefits. First, firms gain
access to a larger labour pool, which makes it easier to find specialist skills.
Workers also benefit from a bigger choice of employers and better career
prospects. Second, firms gain access to a greater range of shared inputs and
supporting industries, such as equipment maintenance, marketing or
design services, transport and communications facilities and venture capi-
tal. Cities are good locations for suppliers and distributors of business and
commercial services because of the market size. Third, firms gain from a
greater flow of information and ideas. There is efficient transfer of trade
knowledge and intelligence through informal contacts, chance meetings or
movement of skilled labour and management. These knowledge spillovers
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help to spread good practice and to develop new products and improved
processes. A further distinction can be drawn between ‘localization’
economies, which are associated with specialized infrastructure, services
and skills geared to particular branches of economic activity, and ‘urban-
ization’ economies, which relate to generalized urban assets (such as
airports, educational institutions and municipal services) that serve a
diverse industrial structure.

A city requires no particular organization acting on its behalf to gain
most of these benefits, and neither does it require any special loyalty or
shared values between firms, apart from the provision of public goods or
non-traded infrastructure and services. Companies are independent units
operating with flexibility in a market environment. Competition is the
driving force and firms do not tend to co-operate on matters beyond their
short-term interests (Gordon and McCann, 2000). Proximity increases the
opportunities for them to trade, to recruit suitable labour, to access special-
ized know-how and to reduce market uncertainties, all of which help to
improve their performance. The scale of activity determines the signifi-
cance of these benefits: basically, the larger the better. The density and
heterogeneity of firms are also sources of dynamism and creativity in
strengthening the critical mass. Cities may acquire cumulative advantages
over other places as a result of these externalities, leading to self-reinforc-
ing growth.

The London case study supported this argument: ‘The real strength of
the London agglomeration effect . . . seems to consist in the random possi-
bilities for connections and stimuli made possible by its sheer scale and
diversity’ (Buck et al., 2002, p. 136). Simmie’s study of innovation in
London, Paris and Amsterdam also reaffirmed the importance of urban size
and diversity in allowing firms to ‘pick and mix’ their inputs and connec-
tions with suppliers, research establishments, technology transfer institu-
tions and technical training centres (Simmie, 2001). Firms also benefited
from access to international airports, enabling them to gain ‘time proxim-
ity’ for face-to-face contact and effective knowledge transfer with interna-
tional suppliers and customers.

Urban growth was the dominant trend throughout the world until fairly
recently. Few doubted the advantages of cities and the connection between
industrialization and urbanization. The prevailing view was that cities
enhanced national economic performance through their scale and diversity.
Writers such as Jacobs (1969, 1984) explored in detail the historic role of
cities in economic development because of their versatility and dynamism.
The variety of skills and productive capacities enabled cities to improvise,
adapt and innovate across many products and processes. This led to the
successful replacement of imports by local production, boosted exports
and caused rapid growth, including manufacturing and services. Moreover,
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economic development was not a smooth, consensual process: the practi-
cal problems and inefficiencies of large cities induced creative responses
and generated new goods and services for export that fuelled further
growth. Jacobs also studied cities that became more specialized over time.
Although this enabled efficiency gains, she argued that it induced stagna-
tion in the long run because of the loss of adaptive capacity. The message
was that the city had enormous strengths as a diverse, but inter-connected
system.

Emerging disadvantages of city locations

From around the 1960s and 1970s two important processes challenged this
thinking and raised doubts about the value of cities to the national econ-
omy. First, deconcentration caused a shift in population and firms out of
many city cores towards suburbs and surrounding towns. Dispersal was
partly a reflection of urban land constraints hampering the needs of modern
production for extensive plant layouts, coupled with a shift from transport-
ing freight by rail to motorway. There was also a search for cheaper
premises and compliant labour for routine assembly work and back-office
functions. Relocation of jobs was accompanied by residential decentraliza-
tion, which had its own momentum with rising incomes, car ownership and
people’s preferences for more space, gardens and their own homes.
Dispersal suggested that economic success did not require proximity and
urban density.

However, deconcentration was more pervasive in some countries than
others, depending on car and home ownership levels, public transport and
attitudes to sprawl. It did not necessarily contradict the advantages of
agglomeration, bearing in mind changes in the organization of industry and
falling transport costs. There were also costs, or diseconomies of agglom-
eration, which offset the advantages. Two diseconomies operate as the
scale of a city increases. First, dense concentrations of activity increase the
demand for local land, which forces up property prices and rents for all
land uses. Competition for land also causes displacement of lower-value
industrial uses and routine office-based services by commercial and resi-
dential uses. Second, concentration causes congestion, which adds to busi-
ness costs and worsens the quality of life for residents. It is often difficult
for established cities to radically improve their basic infrastructure to cope
with congestion because of the disruption caused.

The relative importance of the centralizing and decentralizing forces
varies over time and between different industries and functions, depending
on prevailing communication technologies and industrial organization.
Governments can influence the outcome, as many compact European cities
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demonstrate. Investment in a good public transport system can alleviate
congestion, improve commuting and facilitate internal information and
trade flows. Maintenance of quality public spaces, vibrant central squares,
landscaped parks and good neighbourhood environments may help to
retain residents and attract private investment. A pragmatic approach to
building controls, land-use zoning and development on the urban edge or
in redundant urban spaces can relieve inflated property prices and help to
accommodate urban growth through incremental expansion along trans-
port corridors.

Cities in countries such as Britain have been disadvantaged in at least
two respects. First, tight green-belt controls and the new towns have
encouraged development to leapfrog to less accessible locations beyond
the urban fringe (Begg et al., 2002; Breheny, 1999). In addition, investment
in urban economic infrastructure has been neglected over the years because
of an anti-urban ethos coupled with a perception that urban problems are
essentially social and related to poor living conditions. Thus, priority in
capital investment has been given to housing and neighbourhood improve-
ment rather than job creation. There has also been resistance from deprived
communities to major infrastructure works on the grounds of dislocation,
and a legacy of negative experiences following comprehensive redevelop-
ment programmes in the 1960s and 1970s.

The economy of many cities was hit from around the same time by a
second, more traumatic process of deindustrialization. Facing increasingly
difficult trading circumstances, manufacturers closed many older inner-
city plants to cut costs. This caused large-scale loss of manual jobs,
curtailed the markets of local supporting industries and degraded the envi-
ronment. The scale and speed of the contraction hit old industrial areas
particularly hard, making it difficult to replace lost opportunities or to
retrain the work force (Turok and Edge, 1999). Many cities were badly
positioned in relation to surrounding towns, with a legacy of derelict land,
out-dated infrastructure and obsolete skills. Extensive manual job loss also
contributed to a range of wider social problems, the extent of which has
only recently become apparent, including worklessness, ill-health, prema-
ture mortality, personal and community stress, debt, racial tension, family
break-up and neighbourhood abandonment (SEU, 2001; DETR, 2000c;
Wilson, 1997).

Some interpreted urban deindustrialization as the outcome of a new
spatial division of labour among large corporations in which production
was dispersed to lower cost locations while cities retained higher-level
functions (Massey, 1984). These had a comparative advantage in remain-
ing in the city cores for face-to-face contact. Metropolitan cities benefited
particularly from a centralization of strategic control and R&D functions,
while regional cities lost many of their corporate headquarters through
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mergers and take-overs. Others saw deindustrialization as the outcome of a
similar process but on an international scale. It was the logical consequence
of a new international division of labour in which production went offshore
to emerging economies while selected global cities developed a new strate-
gic role. This was to control, finance and support the international network
of factories, service operations and markets: ‘Alongside the well-docu-
mented spatial dispersal of economic activities, new forms of territorial
centralisation of top-level management and control operations have
appeared’ (Sassen, 1994, p. 1).

Others devoted more emphasis to radical shifts in technology in
conjunction with internationalization. They portrayed deindustrialization
as part of a necessary transition towards a new ‘informational’ phase of
capitalism whereby European and US cities become centres of advanced
services dealing predominantly in information processing and control, and
serving as nodes within new global networks. ‘The new economy is organ-
ised around global networks of capital, management, and information,
whose access to technological know-how is at the roots of productivity and
competitiveness’ (Castells, 1996, p. 471). These authors shared the basic
premise that economic relationships within cities had become less impor-
tant than the position of cities within wider international networks. Cities
had become more open systems while remaining the foci of extensive
networks of power and information (Massey et al., 1999). ‘Presence or
absence in the network and the dynamics of each network vis-a-vis others
are critical sources of domination and change in our society’ (Castells,
1996, p. 469).

Urban networks and quality-based competitive
advantages

In parallel with these arguments another set of ideas has emerged that has
been highly influential in the NCW. It shifts the emphasis back towards the
benefits of business relationships within cities, set within the context of
global economic changes and the role of cities in the wider national and
international system. Three new features have attracted particular atten-
tion: the importance of local collaboration between firms as much as
competition, sectoral specialization over urban size and diversity, and soft
or intangible locational assets rather than hard or physical assets.

Several writers argued during the 1980s that the economy was moving
from an era of mass production to one of flexible specialization or post-
Fordism (Amin, 1994; Hall and Jacques, 1989; Piore and Sabel, 1984). A
growth in demand for less standardized consumer products was said to
coincide with changes in industrial technology and the labour process,
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including the application of computers to various stages of design, produc-
tion and distribution. A key feature of the argument was that these shifts
supported the establishment of local networks of specialized and interde-
pendent firms. According to Piore and Sabel (1984, p. 265), ‘small enter-
prises bound in a complex web of competition and co-operation’ had the
flexibility to adapt more readily to changing market conditions, especially
in high technology and design-intensive sectors.

Scott (1988, 2002) pursued a similar argument about the horizontal and
vertical disintegration of functions in industries facing unstable and
competitive markets as a result of the breakdown of Fordism. One of his
key propositions was that the shift from large integrated corporations
(which had relied on internal scale economies to supply secure markets)
towards smaller fragmented firms favoured re-agglomeration.
Specialization increased their focus and flexibility, and agglomeration
reduced their costs. The outcome was a dense local network of producers
engaged in sub-contracting and service relationships and benefiting from a
specialized labour pool, typically located in cities. Scott has argued that
industries such as clothing in cities like Los Angeles and New York can
only survive increasing competition from low cost producers offshore by
upgrading their technological capabilities and becoming more fashion
oriented, which requires closer collaboration between firms.

Saxenian (1994) also emphasized the importance of local social rela-
tionships and the institutional context for business. Industrial performance
was greatly enhanced where there was a culture of ‘co-operative competi-
tion’. In a study of the US electronics industry she concluded that Silicon
Valley’s greater success over Boston’s Route 128 was due to its decentral-
ized, network-based system that encouraged informal communication,
collaboration and learning between firms. This culture fostered greater
innovation and adaptation to changing markets and technologies than the
hierarchical, vertically integrated and excessively rigid institutional struc-
ture of Route 128. ‘Paradoxically, regions offer an important source of
competitive advantage even as production and markets become increas-
ingly global. Geographic proximity promotes the repeated interaction and
mutual trust needed to sustain collaboration and to speed the continual
recombination of technology and skill’ (Saxenian, 1994, p. 161). For a
contrary interpretation of Silicon Valley’s success, emphasizing federal
defence contracts, large corporations and external ties, see Gray et al.
(1998) and Markusen (1999).

Storper (1995, 1997) extended this to include a wider range of interac-
tions between firms (‘untraded interdependencies’). These were essential
for mutual learning and adaptation in a context of economic uncertainty and
rapid technological change. They included underlying conventions or
common rules and routines for developing, communicating and interpreting
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knowledge about all aspects of production. These interactions were
distinctive to each locality and gave it a particular competitive advantage
that got stronger and became more specialized over time. These intangible
assets discouraged business dispersal, despite many industrial inputs
becoming more standardized and processes more routine. Consequently:
‘the region is a key source of development in capitalism . . . the region has
a central theoretical status in the process of capitalist development which
must be located in its untraded interdependencies’ (Storper, 1995, pp. 191,
221).

Similar arguments were developed about a range of closely related
phenomena variously termed innovative milieu, new industrial spaces,
learning regions, regional innovation systems, and the concept with the
biggest impact on public policy, industrial clusters (Cooke and Morgan,
1998; Porter, 1990, 1998). Porter has been the most prominent advocate of
the idea that place matters to international competitiveness because firms
benefit from their surrounding environment through competitive and
collaborative relationships with other firms and associated institutions:
‘the drivers of prosperity are increasingly sub-national, based in cities and
regions . . . Many of the most important levers for competitiveness arise at
the regional level, and reside in clusters that are geographically concen-
trated’ (Porter, 2001, pp. 141, 156).

The central proposition behind these arguments is that active co-opera-
tion between firms in business networks promotes trust and longer-term
decision-making. This enables them to overcome some of the limitations of
pure market relationships and to undertake risky ventures without fear of
opportunism (Gordon and McCann, 2000). Firms are willing to act
together for mutual benefit, including creating institutions to lobby on their
behalf or to provide common support services. Proximity fosters some of
the conditions for social interaction and collaboration, or ‘social capital’. It
can help interpersonal relationships and trust to develop, and promote a
sense of belonging and shared interest. It can also help networks to build
upon the distinctive cultural traditions and identity of places, and facilitate
practical organization around collective action. The result may be strong
urban or regional industrial clusters represented by their own business
associations.

The latest twist is to shift the focus on to occupations rather than indus-
tries and people rather than firms. Cities are said to contain unique
resources that attract highly skilled and talented people, who in turn make
knowledge-intensive firms more internationally competitive. These novel
urban assets include a distinctive lifestyle associated with cultural
pursuits, entertainment and artistic occupations, and a social milieu that
tolerates diversity and individuality (Florida, 2002b; Leadbeater and
Oakley, 1999).
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Conclusion

Running through this literature and the NCW more generally is a belief that
fundamental shifts in the economy have occurred over the last two decades.
These changes are thought to be inter-related and to have reinforced each
other. They are said to have created the conditions for a revival of urban
economies through clustering or agglomeration effects arising from the
externalities, spillovers or synergies only available in cities.

First, in response to increasing international price pressures there has
been greater emphasis in developed economies on quality-based competi-
tion (i.e., higher value, differentiated products with enhanced features and
strong brand identities that can be sold at premium prices). This makes
firms more reliant on proximity to market intelligence, technical knowl-
edge and highly skilled labour than cheap routine inputs.

Second, in response to more unstable markets there has been a trend
towards vertical disintegration (i.e., externalization and out-sourcing of
non-strategic functions). This has given firms greater focus and flexibility
to adjust their spending on labour and services more closely to their current
needs. To perform well requires closer communication and co-operation
between separate small and medium enterprises to develop effective
service and supply linkages.

Third, falling trade barriers, improved transport links, enhanced
telecommunications and more mobile capital have made globalization
more pervasive. As well as increasing competitive pressures from abroad,
it has extended firms’ access to new international markets and financial
resources, thereby creating greater opportunities for growth.

Finally, breakthroughs in technology have given rise to a whole new set
of innovative industries, such as biotechnology, information and commu-
nication technology and the so-called creative industries. Their innovative
character requires proximity to research facilities and technical expertise,
and frequent exchange of knowledge and ideas through close personal
communication. It also requires access to specialized labour and business
services such as patent offices and lawyers.

These new developments are said to be particularly significant for the
relative performance of cities because they offer them new competitive
advantages. For instance, by re-establishing the importance of face-to-face
contact across business and other organizational boundaries, they reinforce
the significance of proximity. They also make it advantageous for firms to
have good access to suppliers and collaborators, specialized services,
sophisticated or ‘thick’ labour markets, international airports and advanced
telecommunications. It is beneficial, too, for highly skilled labour and
organizations providing specialized services to have access to a bigger
choice of potential employers and customers. Skilled, mobile talent is also
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likely to be attracted by the wider range of recreational amenities, cultural
and retail facilities in leading metropolitan areas. There may be a more
tolerant social environment and greater choice of high quality residential
environments available.

These shifts are supposed to have had additional significance for cities
by providing renewed scope for a variety of policy actions that can make a
genuine difference to local economic performance. For instance, they
suggest that important benefits may be derived from relatively straightfor-
ward enhancement and upgrading of their ‘quality’ assets, including
advanced skill-sets, research facilities, specialized services, international
connections, cultural amenities, artistic communities and vibrant public
spaces. They also suggest a more creative role for public policy in bringing
together different firms and other actors in industry networks, sponsoring
trade associations, stimulating business collaboration and supporting
cross-fertilization of knowledge and expertise across organizational
boundaries for learning and innovation.



Chapter 3

Social Cohesion in Cities

NICK BUCK

Introduction

In this chapter we introduce the issue of social change in cities, and how it
is approached in current urban research and policy. Social cohesion is the
broad term used in the NCW, as outlined in Chapter 1. It might appear to be
the complement to competitiveness in understanding the success or failure
of cities. However, there is an asymmetry between competitiveness and
cohesion. The former has at least a potential status as explanation for the
economic prosperity of cities although, as the last chapter has indicated, it
is often identified with that prosperity. On the other hand, social cohesion
has no explanatory status in relation to the social success of cities, though
it is sometimes hypothesized to influence competitiveness. Instead it is
used as a label for social success, often without much thought about its
exact meaning. It is popular shorthand in policy discussion, but cannot be
regarded as a useful single concept for exploring the complex issues
involved in urban social structures and processes. Thus, if our purpose is
understanding the social development of cities, then the idea of social
cohesion will not take us very far. This gives two tasks in this chapter. The
first is to probe more deeply what social cohesion means or, to put it
another way, what is the ‘good city’ from a social point of view, while the
second is to try to suggest how we might understand social processes and
social change in cities, taking into account the sort of wider changes
assumed by the NCW.

If the conceptual framework provided by the NCW is deficient, this is
not to suggest that it replaced something demonstrably better. Urban
research has struggled to find an approach which at once provides an
account of social processes in cities which embodies a convincing account
of social change but where that social change is not largely determined by
economic processes. The earlier traditions of community studies contained
an often vivid account of social life in cities, but one with significant limi-
tations. They gave no clear or satisfactory account of the processes which
led to change in cities, had no very clear model of the relationship between
the social structure of cities and the processes which drove their
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economies, and saw individual places as abstracted from the wider society.
While they often saw social processes motivated by competition, usually
defined on the analogy of biological processes, there was no clear place for
social conflict.

The transformation of urban sociology in the 1970s, including work
influenced both by a Marxist framework (e.g. Castells, 1977; Harvey,
1973) and within a Weberian framework (Pahl, 1975; Rex and Moore,
1967), was based on a recognition of these limitations. In the sense that this
turn was based on the need to focus on linkages between social and
economic processes, and state structures, the tripartite model of competi-
tiveness, cohesion and governance is a recognizable descendant of this
turn, though one which its progenitors might now want to disavow.

One of the strengths of the new urban sociology has been that it at least
tried to understand the inter-relationship between economic and social
processes. However, capitalist economic relations in the end provided the
central driving force of change for much of this work. Indeed, understand-
ing the space remaining for effective social and political action, given the
critical role of economic processes in shaping cities, has been a problem
with which urban sociology has struggled since the 1970s, especially, for
example, with the work on urban social movements (Castells, 1983).

The NCW, with its focus on both competitiveness and cohesion, appears
at first sight to be a potential solution to this; but we are still left with a
problem. To the extent that we can adequately make a distinction between
the social and the economic, the social is defined in a rather one-sided way.
While it accepts the embeddedness of economic processes in social struc-
tures, it is still an economically-driven theory. The model of the social
structure of cities in this current paradigm tends to privilege elements
which have the clearest demonstrable relationship (in either direction) with
economic performance. It is thus close to a tautological system in which
social cohesion is that which promotes competitiveness. If we want an
adequate model of how the social structure of cities is now changing, it
may involve shaking free from this paradigm.

The NCW also carries implications of changing roles for cities. Chapter
1 referred to a shift from seeing cities as the problematic residue of
nineteenth- and early twentieth-century ways of organizing industrial
economies, to a much more positive role. The reasonably clear economic
specialization in this earlier era, with cities as central to physical goods
production, to trade and to management and organization, had social struc-
tural consequences. These could be seen in the social composition of cities,
their political organization, their capacity to sustain their current economic
specialization, and their capacity or otherwise to adapt in the face of exter-
nal threats to that specialization. In the old model it was always clear that
different cities were structurally different from one another in terms of
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economic success, but also in terms of scale and specialization, and this
could have consequences for different patterns of social class relations in
cities. Structural features could equally have consequences for gender rela-
tions or ethnic relations in cities.

Part of the current urban social research agenda is still concerned with
the residue of this era, if indeed it is fully past. In spite of the travails of UK
manufacturing in the last quarter of the twentieth century, there are still
recognizable continuities in the patterns of economic specialization. Aside
from this, there are also urban social problems which can be linked to the
failure of cities to adapt to the disappearance of earlier economic roles.

However, there is another key question: what are the drivers of social
structure and social processes in the ‘new urban era’? We will need to
address this question throughout this chapter, but some introductory points
are required here. Some of the changes implied by the NCW, such as
increased turbulence in individual lives, and the decline of institutions
underpinning security which force individuals to rely more on their own
resources, are not necessarily specifically urban in origin, but may have
specific urban impacts.

We can also identify some drivers which are likely to differentiate cities.
One sort of functional specialization still has considerable currency: the
idea of the global city. These cities are argued to have distinctive patterns
of social inequality, and also distinctive migration patterns. More gener-
ally, the spatial division of labour within firms’ production processes (e.g.
Massey, 1984) will tend to reinforce distinct occupational structures in
different cities. The focus on quality-based competition may also imply
differentiation in terms of various sorts of labour quality, including entre-
preneurship, flexibility and ‘skill’ in a more general sense. Differentiation
of patterns of private consumption may also become a more important
driver, and one that serves to increase the differentiation between cities, or
at least parts of cities, by life cycle stage.

Social cohesion and the ‘good city’

There is no very consistent understanding of the meaning of social cohe-
sion. It might be considered in two ways: as a single concept, or as a label
for a bundle of concepts. There is not much of a serious social science liter-
ature on social cohesion in the former sense. It does, though, seem to reflect
certain values and assumptions which are distinct from other views of
social relations: for example, those which see social conflict as central and
creative, or by contrast those which see society in more settled terms and
organized by institutions promoting social solidarity. Social cohesion
becomes more important as an idea in the face of individualization. For
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some the idea that ‘there is no such thing as society’ is not a problem, but
the idea of social cohesion becomes important to those who see the domi-
nance of market relations in individual lives as threatening a descent into
chaos.

There is another basis on which cohesion has come to seem more impor-
tant, as a response to growing heterogeneity and diversity, especially in
relation to ethnicity. In this case community cohesion is presented as an
alternative to more specific forms of social conflict. In the context of
ethnicity, Amin (2002) does, however, suggest that this risks covering over
issues and conflicts within ethnic groups.

While social cohesion has this rather negative fearful sense, it does also
appeal to ideas of what makes a good society or a good city, without really
specifying or prioritizing them. However, as soon as we pose the question
in these terms it is clear that there are a large number of possible values to
which we might appeal, including (for example) openness, tolerance, pros-
perity, equality, creativity, security and solidarity. Some of these values
may be in conflict with one another; and assuming some social choice
amongst them, perhaps reinforced by selective migration processes, the
result would be different combinations of these in different cities. Of
course in some cities the outcomes might be sub-optimal in terms of all of
these values.

If social cohesion is as vague as this, then it may be helpful to try to
deconstruct the underlying dimensions. There are two sorts of approach to
doing this. One approach, adopted by Forrest and Kearns (2001), and also
used by the Cantle report on community cohesion (Home Office, 2001)
stays reasonably close to the idea of cohesion, and aims to organize system-
atically the underlying ideas which are being appealed to. They identify
five dimensions:

(a) common values and a civic culture;

(b) social order and social control;

(c) social solidarity and reductions in wealth disparities;
(d) social networks and social capital;

(e) place attachment and identity.

Turok et al. (2003) adopt a similar structure of dimensions.

An alternative approach, adopted by Buck ez al. (2002), abstracts rather
further from the concept of cohesion. It suggests that cohesion, and also
some of the other concepts and terms which are used in current debate
(including social exclusion and social capital), refer variously to one or
more of three dimensions which define the structure of a society. These are
social inequality, social connectedness and social order. Of course, these
dimensions themselves are complex, and subject to different interpretation.
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Each has both negative and positive aspects. Social inequality may refer to
inequalities in immediate material circumstances, perhaps in wealth or
power or in longer-term opportunities or life chances, including inequali-
ties which may be transferred across generations. Connectedness may refer
to social contacts, and access to knowledge. It may also refer to the open-
ness or closure of societies in relation to outsiders and new entrants, and
their tolerance of difference. Social order may refer to issues around secu-
rity, trust and uncertainty, as well as the nature and prevalence of social
conflict, since different groups have stakes in the current order, and the
preservation of order involves the protection of those stakes.

Indeed, our three dimensions will themselves be generated by a number
of distinct processes affecting cities. Inequality in cities will be generated
by industrial structure, and by the competitive processes which lead to
changes in earnings inequality. It will also be generated by processes of
residential selection. Connectedness will itself be influenced by the degree
of inequality, but also by other factors which may generate social distance
and population heterogeneity — race, class, family type — and also by the
dynamics of the population (the degree of residential stability). Order may
be influenced by the other two factors but may also relate to mechanisms of
social control, or to the salience of shared norms. It also reflects the
strength of group identities and their subjective interpretations of the
proper functioning of cities.

Between these dimensions there may be all sorts of linkages — for exam-
ple, strong networks connecting all social groups and lower levels of
inequality may each serve to promote social order — although an ideology
of social connectedness and/or equality of opportunity, or simpler forms of
social control might be adequate alternatives. The language of ‘social
cohesion’ tends to obscure such issues, conflating moral concerns over
levels of inequality (or poverty) with functional questions of social order,
which (depending on interpretation) might be almost definitionally related
to competitiveness. This is a very important point given that actual levels
of inequality have greatly increased over the past two decades for reasons
which seem directly connected to increased competitive pressures and the
pursuit of competitive advantage. It is also important to recognize that atti-
tudes to all three of the dimensions are divided: not only may some indi-
viduals prefer greater inequality (or less) on general principle as well out of
self-interest, but some individuals (or groups) may prefer disconnection
from mainstream ‘society’, while attitudes to any given social order
depend on what the alternatives are imagined to be, and attitudes towards
change or uncertainty. Whether consensus on these issues can emerge will
depend heavily on the heterogeneity of the city’s population, and pursuit of
any of the dimensions of cohesion has to engage with issues of ‘difference’.

The idea of social cohesion, and also these attempts to deconstruct it,
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rather implies that there is a coherent urban social research agenda. In prac-
tice the topics which have recently been the focus of research are rather
disparate, and mainly reflect certain long-standing concerns about the
social processes and structures of cities; in particular, urban poverty, the
impacts on everyday lives of urban change, and the changing social struc-
ture of cities and neighbourhoods (e.g. through gentrification, social and
political movements, sources of social divisions and social conflict). The
key question is how far the NCW has led to advances in relation to these
core issues, and also how far the progress in these areas is really related and
coherent.

Some of this research has more recently been informed by new litera-
tures, especially around social exclusion and social capital, which have
also been taken up by policy-makers. These bear some loose relation
respectively to concerns with equality and connectedness and order,
although exclusion implies disconnectedness (as well as inequality), and
social capital commonly subsumes values promoting social order (as
well as connectedness). The term ‘cohesion’ itself — and many of the
concerns of policy-makers worried about its absence or vulnerability —
frequently implies a privileging of issues of the moral, social (and
economic) order.

However, the capacity to link these research agendas to ideas associated
with social cohesion emphatically does not mean that social cohesion
provides any coherence to the research agenda. Such coherence may in any
case be unrealistic, or even undesirable, so the remainder of this chapter
cannot in effect assess a social cohesion research agenda since such a thing
does not exist. Instead it needs to provide an overview of how effectively
and constructively the NCW has contributed to the understanding of social
structure and social processes in cities, often in terms of relatively old
research issues. It also needs to assess how far it leads to important gaps in
the understanding of cities.

Social change and changing views of the social
structure

Many of the key social changes which are hypothesized to have impacts on
cities are national or international in scope. In the introduction we referred
to a number of propositions about social change which underlay the NCW.
These questioned whether some of the old expectations about the social
order (involving both security and some consensus on fairness and legiti-
macy) can continue to be met in the new circumstances. Reasons why this
might be more problematic include:
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(a) threats to individuals’ security and ability to plan for their domestic
lives/careers;

(b) an increasing individualization of relations in situations where
outcomes seem to be more dependent on competitive activity than on
solidarity or collective action;

(c) increasing inequality as markets respond more strongly to perceived
variations in individuals’ contribution (or potential contribution) to
competitive success/failure.

This relates both to increased turbulence in families and the labour market,
but also to changes in state roles, away from a welfare-focused nation state.
For all these changes it is open to question how far they are changes in kind
or changes in degree, and indeed how far they have actually gone.
International comparison would often suggest that current between-coun-
try differences are rather greater than differences within countries at differ-
ent points in time.

However, these suggestions about social change do raise issues about
whether they imply a changed view of the social structure, by which we
mean the structural bases for divisions in life chances and trajectories, and
in interests which may be articulated through market choice or through the
political process. Indeed, from some perspectives it raises the question of
whether it makes sense to talk any more about structured social differences.
There have been other changes which have called into question some of the
more conventional views of the social structure, which underlie some older
work on cities.

Taken from a long-term perspective, changes in occupational and indus-
trial structures of advanced industrial societies, along with changes in
families and working lives, have made it more difficult to see these soci-
eties in terms of conventional class structures. Such structures normally
involved a substantial working class, a rather small upper class of employ-
ers and managers in larger organizations as well as professional workers,
and an intermediate middle class, socially distinct from the working class.
While there were significant divisions of material circumstances and life
chances within the working classes, unemployment and poverty were
largely working class phenomena. This had another side: the unemployed
and the poor were still on the whole seen as part of the working class, and
not as marginal to it.

This conventional structure has been undermined by the shrinkage of
traditional manual worker occupations, and the growth and increasing diver-
sity of the occupational groups that were originally in the middle classes,
some of whom came to experience economic circumstances and risks which
were similar to those of the traditional working classes. However, these
changes were highly differentiated spatially. The conventional structure was
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also undermined by the increasing recognition of forms of poverty and
disadvantage that were only indirectly associated with labour market
circumstances, and in particular inequalities associated with gender, life-
cycle stage, ethnicity and citizenship status. This has led to a set of debates,
both political and academic, around the question of how the new social
structure should be conceptualized.

Some approaches assert that increasing social fluidity and the diversity
of identities on which an individual’s social position is based mean that it
is no longer constructive to think of social structure in terms of segmented
groups. This line of work, developed by sociologists such as Beck and
Giddens, rejects the continued salience of class and focuses instead on indi-
vidualization. Individuals, freed from the traditional identities of class,
respond more flexibly and reflexively to their social world. Beck (1992), in
discussing risk society, places more emphasis on the darker aspects of this
new world, and both writers see individuals as responding to system
processes which are largely beyond their control. But neither author gives
a central place to the structural regularities that can lead to inequalities in
life chances.

This view is, however, still strongly contested by traditional proponents
of class analysis, particularly Goldthorpe and his colleagues. They assert
that although the size, material circumstances and life chances of different
classes may have changed, society is still best seen as segmented by factors
associated with labour market position, and particularly relations of
employment, which generate structural regularities (Erikson and
Goldthorpe, 1993).

Historically, British analysis of social class, social mobility and related
issues has been notably aspatial, or even anti-spatial: it denied that there
was any major basis for spatial variation in class processes, or that spatially
differentiated resources had any role in class formation. This has
contributed to a rather low salience of class analysis in urban sociology, but
recent developments provide more basis for linkage to the study of cities.
One approach focuses on the range of assets which underlie social divi-
sions. Savage et al. (1992) distinguished between property assets, organi-
zational assets and cultural assets. In their original formulation they
suggested an emergent division between professional and managerial
groups, which the authors noted had some particular spatial manifesta-
tions. But in a more recent contribution Savage (2000) has sought a broader
reformulation of class analysis which rejects the centrality of class
consciousness (no longer tenable given the profound change which has
occurred in the manual working class), but does see class cultural values as
central to class definition. He draws on Bourdieu (1984) to point to the way
in which culture is used as a resource in the formation of class, by estab-
lishing distinctions and boundaries with other classes. He also points to a
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change in the role of organizational assets, as the middle classes, in partic-
ular, are expected to behave in an entrepreneurial fashion in building their
career. He distances himself from the sharp differentiation between
managers and professionals in the earlier work, and aims for a broader view
of the sources of social divisions. He also argues for the centrality of class
in the analysis of social change, in contrast to Beck and Giddens:

Their main problem is that they locate the springs of change away from
the proximate worlds of everyday life and over-stress the systemic logic
of social change. A reformulated class analysis, I argue, offers a means
of understanding social change in a more mediated fashion, as a partic-
ular articulation of local and global, individual and social dynamics, as
a phenomenon that is attuned to continuity and change and recognizes
our complicity in the social world we inhabit. (Savage, 2000, p. 151)

There are other approaches which still stress the centrality of structured
inequality, or more strongly structured segmentation, but question the domi-
nance of labour market circumstances in generating inequality. In the first
place, the fact that people live together in households means that their life
chances and interests are shaped by the combination of labour market and
domestic roles they play. Gender inequalities in both domains mean that
gender has a potential independent role in structured inequality. The division
into households of different types also has consequences for inequality,
related in part to gender inequalities, and also perhaps to age inequalities. It
also has consequences for the pattern of social relations. Moreover, house-
hold formation processes in cities are rather distinctive (with, for example,
large proportions of households containing lone parents and single people),
and migration decisions are strongly related to major life-cycle changes. As
a result these household formation processes are also critical to change in
urban social structures, as a range of recent work shows (e.g. Meen and
Andrew, 2004). There are also major variations in the ethnic composition of
areas and, to the extent that different ethnic groups face very different social
and economic opportunities, this also contributes to the overall pattern of
inequality. Bowlby et al. (2004) show that these ethnic inequalities are found
independently of the economic success of cities, and in some of the most
prosperous cities with the lowest unemployment rates. There may be further
bases for social divisions, including, for example, health and disability.

There is an alternative view of the social structure which sees society in
terms of a new segmentation which has within it a distinction between insid-
ers and outsiders. Examples include the notion of the underclass, Hutton’s
(1996) notion of the 40:30:30 society, and also much of the debate around
social exclusion. This is a structured view of society, and in principle runs
counter to the ideas of individualization which are part of the NCW.
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However, it does tend to de-emphasize divisions within the ‘insider’ part of
the population. This sort of model has been of considerable importance,
positively and negatively, to work on urban poverty and social exclusion.
The discussion so far has hardly considered the spatial structure of cities
at all. However, three points are most important here. First, there will be
considerable variation in social structure in different parts of a single city,
perhaps at the broad level (e.g., inner and outer areas), and even more at the
neighbourhood level. Moreover, these socio-spatial patterns are not static
over time. London has experienced a radical change over the last 20 years
in the relative social positions of Inner and Outer London (Buck et al.,
2002). Second, the spatial structure of cities will reflect the social structure
of the wider society. In a more class-divided society spatial segregation is
likely to be more intense, and housing market institutions will intensify
segregation. Third, the pattern of residential segregation will itself be a
contributory factor in explaining the nature of social relations.

Social exclusion

We suggested earlier that alongside social cohesion two other concepts had
been central to recent work on social change in cities: social exclusion and
social capital.

The UK discussion of social exclusion arose out of European social
policy. One specific context in which the idea has been deployed is that of
the French republican notions of citizenship as involving ‘solidarity’ and
‘inclusion’, which in recent times has led to policies to ‘[re]insert’ those
who are deemed to be marginalized from the mainstream of the economy
and society (Castel and Laé, 1992). More influential, however, has been the
looser European Union use of the language of ‘solidarity’, ‘inclusion’ and
(by extension) ‘exclusion’ as part of an attempt to find a common basis for
discussion of European social policy issues across countries with very
different traditions in this field, with one of the aims being to achieve a
wider sense of belonging to the EU. In a British context too, as Atkinson
(1998) has noted, ‘it seems to have gained currency in part because it has
no precise definition and means all things to all people’. However, as
commonly used, the term social exclusion does seem to go beyond tradi-
tional concepts of poverty and deprivation in three respects:

(a) itsuggests a multidimensional approach to both the causes and social
consequencers of disadvantage;

(b) through an emphasis on persistent disadvantage it directs attention to
processes causing persistence as well as those which generate disad-
vantage;
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(c) itimplies agency, since exclusion is something that is done to people,
allowing us in principle at least to move away from ‘blaming the
victim’ and examine processes of closure and discrimination.

There are, however, two dangers in the use of the concept. One is in the
possible implication that the ‘excluded’ are disconnected from the wider
society, and hence the adoption of the insider—outsider model identified
above. The excluded are still connected in at least three senses. In the first
place, exclusion is generated by overall processes of social and economic
change, and policy development needs to be aware of these linkages.
Second, there remains significant mobility in individual circumstances,
and exclusion is not (in general) a lifetime phenomenon, though it may
have severe long-term consequences on life chances. Third, the ‘excluded’
are not necessarily shut out of social networks which include the non-
excluded, and the existence of these networks, which may be an important
basis for future inclusion (e.g., for getting jobs) remains an empirical ques-
tion.

The second danger, evident in policy developments, especially in the
UK but to some degree right across Europe, is to focus exclusively on one
dimension of exclusion, involving the labour market. Levitas (1998)
argues that concentration on re-integration through the labour market,
without addressing other sources of exclusion, in periods when employ-
ment has become a less secure basis for social inclusion, misses a large part
of the problem and simply replicates liberal views of ‘society as market’. In
fact, there are a wide variety of (other) different forms of social exclusion,
operating at the individual, household or community level. Individuals
may be excluded from households (young vagrants) or be excluded as
households (lone mothers). The form of exclusion may be in terms of
employment, housing, access to welfare services and benefits, social
attachments and communal solidarities. Social exclusion may be transient
(lone parents with pre-school children), endemic (low skilled workers
moving in and out of an insecure sector of the labour market) or, perhaps,
permanent (isolated old people).

Clearly, then, studies of cities need to operate with a concept of social
exclusion that can encompass the elements of multidimensionality, process
and agency mentioned earlier and that goes beyond the non-definition
embodied in official discourses (which, in effect, defines cause in terms of
empirically observable consequences). The need is to provide an adequate
theorization of exclusion which links the concept to those social, economic
and political changes that cause it to occur. Some progress has been made
here in work by Mingione (1996), and others drawing on Polanyi’s influ-
ential notions of modes of integration in modern societies, and also by
Castel (1998).
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Kesteloot (1998) has provided a more organized way of approaching
this multidimensionality. This applies Polanyi’s (1944) concepts of modes
of social integration — the market, redistribution and reciprocity — to the
understanding of deprivation and social exclusion. He argues that all three
modes of integration shape individual life chances (though their impact
varies cross-nationally), and corresponding to each mode of integration is
a form of social exclusion. So there are three modes of exclusion based on:

(a) the market, where economic restructuring leads to certain groups
suffering a loss of market integration, with limited access to the
labour market;

(b) citizenship, or access to state redistribution, where declining quality
and levels of services and benefits and increasing difficulties of
access and/or access on stigmatized terms act as exclusionary
processes for those who are reliant on the state;

(c) community or reciprocity, where changes in households and in social
networks, as well as processes affecting groups defined by race,
gender or disability, increase exclusion through social isolation.

Of course, not all these modes of social exclusion affect the same people.
Kesteloot depicts them by means of a Venn diagram in which three inter-
secting circles overlap. There are thus three distinct situations. First, where
all three circles overlap, are those groups that are jointly affected by all
three forms of exclusion. Second, where two circles overlap, groups suffer
from two of the three forms. Third is the area where groups experience only
one form of exclusion and for them especially other forms of integration
may provide some compensation.

The processes that create these modes of exclusion work in complex and
contradictory ways. Thus, for some, labour market exclusion is experi-
enced as long-term unemployment, while for others it involves a series of
temporary insecure jobs. For some, exclusion from citizenship takes the
form of welfare benefits which constitute a poverty trap, while for others it
takes the form of exclusion from all benefits (e.g., the homeless or asylum
seekers). For some, community exclusion takes the form of weak individ-
ual ties (the disabled, many single person/single parent households), while
for others, especially some of the ethnic minorities, it takes the form of
poor links between the minority community and the wider society.

This framework can be seen in two ways. First, it suggests that the inten-
sity of disadvantage will be greatest where more than one mode of exclu-
sion is operating: for example, suggesting that it is where a benefits poverty
trap exists, exacerbated perhaps by child-care needs or high housing costs,
that labour market exclusion is likely to be most extreme. Such effects will
be strongest where individual or community networks are weakest.
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Conversely, the experience of prolonged labour market exclusion will
deplete a community’s resources with effects seen in lack of motivation
and self-esteem. Second, it also emphasizes the diversity of experiences of
exclusion, and suggests that we should not treat all forms of exclusion as if
they were the same.

We would therefore argue that while there are considerable ambiguities
in the idea of social exclusion, and at least some of its usages are danger-
ously close to ideas of the underclass, some work within this framework
provides valuable new ways of looking at urban poverty.

This discussion of exclusion rather abstracts from spatial issues, but it is
clear that the spatial dimension has been critical to the development of both
research and policy. Kesteloot’s framework above was, for example, devel-
oped in the context of understanding exclusion in neighbourhoods of
Belgian cities. There are three issues here. First, migration processes will
lead to residential segregation, intensifying the spatial concentration of
social exclusion, as both Cheshire et al. (2001) and Meen and Andrew
(2004) suggest. Second, it is possible that spatial concentration may of
itself intensify individual experience of social exclusion, as Buck (2001)
suggests. Finally, the intensity of disadvantage and exclusion varies signif-
icantly with the wider economic circumstances of different cities. Chapter
9 discusses these issues in more detail.

Social capital

While the current political and policy discourse concerning exclusion
exists at some distance from the developing social science literature on this
topic, the link between one highly publicized academic interpretation of
‘social capital’ (Putnam, 2000) and this discourse is much closer. In general
terms, social capital refers to the resources which are obtained through
membership of social networks, representing an economistic formalization
of the old sociological observation that ‘involvement and participation in
groups can have positive consequences for the individual and the commu-
nity’ (Portes, 1998, p. 2). However, as Portes also notes, the contemporary
political (selective) take-up of social scientific definitions and analyses of
social capital have been marked by a focus of attention ‘on the positive
consequences of sociability while putting aside its less attractive features’.
Also, by focusing on social capital as a non-monetary source of resources,
something which is presumed to be generated by individuals and ‘commu-
nities’, to quote Portes again, it ‘engages the attention of policy-makers
seeking less costly, non-economic solutions to social problems’.

Even within the academic literature there are, however, substantial
ambiguities about the meaning of the concept, with a great potential for
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slippage between differential versions, applicable in rather different
contexts, and requiring distinct kinds of evidential support. One of these
areas of uncertainty relates to the question of whether social capital is
essentially an individual asset — developed and used by people to ‘get on’
or ‘get by’ on their own account, with unintended social spillovers which
may be positive and/or negative — or whether it is an intrinsically social
good. The most theoretically coherent approach follows from that of
Bourdieu (1984), treating social capital as basically an individual resource,
with any societal implications from its aggregate level, patterning and
distribution being viewed as entirely contingent, and requiring investiga-
tion in particular circumstances. From this perspective, what is ‘social’
about the asset is simply that it is based in ‘possession of a durable network
of . .. relationships of mutual acquaintance and recognition’ providing
entitlement to ‘credit, in the various sense of the word’ (Bourdieu, 1985,
pp. 248-9). This distinguishes it from both alienable forms of economic
capital (money, goods and saleable claims) and embodied human capital
(Coleman, 1988, 1990). To the extent that relationships are still facilitated
by propinquity, social capital could then have a more explicitly spatial
dimension than the more mobile forms of economic and human capital, but
the extent to which this applies, with social capital being tied to particular
spatial settings, is also a contingent, empirical question.

The second source of confusion, in parts of the academic literature but
more pervasively in the policy discourse, involves a tendency to equate
social capital with the resources obtained through it, the values which some
forms of social capital may promote, and/or the social preconditions for
sustaining certain kinds of social capital, conflating cause and (hypothe-
sized) social consequences (Foley and Edwards, 1999; Portes 1998). An
important instance is Putnam’s approach to social capital (treated as a soci-
etal asset), in his influential book Bowling Alone (2000), which sees
networks, norms and trust as contributing to the effective functioning of
social and political institutions and to economic success. This approach
raises questions about the causal mechanisms operating, and the strength of
the hypothesized relationships. However, it provides the basis for a diag-
nosis of current American social ills (including many of the worrying
features of contemporary urban life), back through declining levels of trust
and civic political engagement, to presumed effects of political and social
change on levels of social integration.

This argument has echoes of older academic and political critiques of
anomie and the individualizing effects of urbanization (notably in the case
of commercial metropoles such as London, New York and Paris), and fears
about threats to social order, but it also links into contemporary hypotheses
about the enabling role of urban agglomerations in relation to the trust-
based business networks, widely seen as required for competitive success
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in more fragmented and rapidly changing economic conditions. In both
cases, there is an acute need for greater theoretical clarification, as well as
for empirical validation of the consequences which may or may not follow
from stronger and more durable relations between individuals or busi-
nesses, and the relevance of proximity to these. Certainly we cannot
presume that more social capital (i.e. stronger networks) is unambiguously
positive in terms of its effects on either social order or social inclusion.
Indeed, there are some obvious urban examples of tight networks within
local communities which are ‘anti-social’ in terms of their effects both on
‘order’ (e.g. through organized crime) and on ‘inclusion’ (e.g. through
closure of labour market opportunities against outsiders). The implication
is that we need to be concerned not only with the degree of connectedness
of city residents and businesses, but with the patterns of inter-connected-
ness, and with the (social) distribution of such social capital: that is, who is
connected to, and cut off from, whom?

The discussion of social capital relates both to competitiveness and
cohesion, and in relation to the former has been discussed briefly in the last
chapter. It relates to both the connectedness and order dimensions outlined
above. One set of hypotheses which has been addressed in recent work is
whether cities in general display weak social capital (perhaps a conse-
quence of urban anomie), or whether poor neighbourhoods in particular do.
The findings of the London project would certainly lead us to reject a
strong view of urban anomie, though evidence suggests neighbourhood
affiliation measures are rather low (Buck et al., 2002). Foord and
Ginsburgh (2004) suggest that in deprived areas of inner north-east
London, there is significant building of social capital, though not of the
expected form: ‘Nevertheless these undervalued, everyday and “hidden”
networks, have emerged over many years through local association and
economic activity and have provided important mechanisms for building
particular forms of social capital and creative entrepreneurship.
Furthermore they have engendered socially cohesive collective action in a
tough urban environment’ (p. 303). The stronger evidence for social capi-
tal as a community resource comes in gentrifying areas, discussed by
Butler in Chapter 10 of this book.

From economic structure to social structure

One of our main concerns in this chapter is with a framework for discussing
the independent effect of social structure and social processes on the future
of cities. Neither exclusion nor social capital is particularly helpful here
since the first is concerned with describing outcomes, while the second is
concerned with causal factors, but it is very partial.
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In the introduction to this chapter we suggested a number of ways in
which the social structure and social composition of cities was liable to
be influenced by their economic role and fortunes. Spatial divisions of
economic roles will lead to spatial divisions of occupational structure.
So, for example, London, with concentrations of higher-level control
functions, will contain higher proportions of employers, managers and
professional workers than other cities. In this view shifts in the industrial
structure, or the pattern of labour demand, will lead via various adjust-
ment processes to shifts in the social structure. Another view suggests
that processes of globalization in the world economy are leading to
increasing inequalities, even a polarization, in the social structures of
cities. In particular, in cities at the top of the urban hierarchy, and with the
most international orientation, it is suggested that there is growth at both
the top and bottom of the occupational hierarchy at the expense of the
middle.

However, it was also suggested above that a persistent issue for social
analysis of cities was to provide an account of social structure or social
change which was not predominantly driven by economic determinism.
This is not to suggest that economic processes may not be dominant in
explaining social change, as in the examples above, but that our account of
social change must not exclude the possibility of independent influences.
Chapter 5 focuses more directly on interactions between economic and
social implied by the NCW. Here we shall briefly explore the reasons why
social change may be more independent of economic change than in the
accounts above.

In the first place, the adjustment processes between industrial change
and social change may be subject to considerable variability which will
weaken the link. The processes include migration, both domestic and inter-
national, changes in commuting patterns, occupational change and career
mobility, movements in and out of unemployment and in and out of the
labour market, and acquisition of human capital through education and
training. If some of these processes work more efficiently than others, it is
possible, for example, that industrial change might lead to increasing
unemployment.

Moreover, these adjustment processes do not just happen in response to
industrial change, but are the consequence of many individual decisions
with quite other motivations. Most migration follows from households
attempting to improve their housing, or because of changes in their family
circumstances, rather than to find better jobs. Even for long-distance
movement, which typically is more closely related to labour market
signals, other factors such as education, consumption and lifestyle choice
and refugee movements play a particularly significant role. Education and
training is likely to be acquired with a view to long-standing opportunities
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in the current labour market, rather than in response to the shock of changes
in the labour market, insofar as labour market opportunities are taken into
account at all. Even most moves into unemployment will be a consequence
of turbulence in individual firms, or difficulties in the match between
workers and firms, rather than trend change in an industry. The cumulative
impact of all these processes is rather indeterminate, and so the social struc-
ture of individual places will be shaped by these processes partly indepen-
dent of labour market change, giving the social structure a degree of
autonomy. Moreover, the considerations which lead to these choices may
change over time. The revaluation of central areas as living environments,
linked to changes in domestic consumption processes and family struc-
tures, as well as to economic changes, is an important example here and
will be discussed further in Chapter 10.

Second, these choices are not a random pattern, but take place within a
social structure within which places have meanings, and people will tend to
seek to locate themselves alongside others with whom they identify, and
separate themselves from other social groups. The connectedness of social
groups within areas of cities will have a significant impact on how those
areas change socially. Moreover, the inherited legacy of cities — occupa-
tional, cultural or political — is of enduring importance in shaping future
social development. These will be embodied in different views of the social
order of the city. There are also various more or less well-defined property
rights within the city which residents seek to appropriate. Halfpenny et al.
(2004) discuss the conflicting perspectives in suburban areas of
Manchester as they undergo social change.

These processes take place in the context of an existing built form, and
we must expect that features such as size and density will lead to adjust-
ment processes operating in a different manner in cities of different sizes.
They will also be shaped by a set of other institutions and markets, which
are themselves rather independent of the economy (most notably the hous-
ing market and the education system). Some of these institutions will them-
selves be shaped by political struggles between interest groups within the
city. More generally the structure of social organization of the city will also
have implications for the political process and for urban governance. The
ways in which urban governance may reflect local interests, and the degree
to which it may shape the future of the city in response to those interests,
are among the themes of the next chapter.

These factors give us clear grounds for expecting cities to evolve in
ways which do not simply depend on their economic competitiveness.
While it would be possible to discuss some of them in terms of social cohe-
sion, exclusion or social capital, it is not particularly constructive to do so.
Instead, the most useful research has addressed them as distinct substantive
issues.
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Conclusion

This chapter has suggested that the NCW provides a rather impoverished
framework for discussing social processes in cities. Social cohesion lacks
conceptual coherence, and we need to deconstruct it to identify research-
able questions and to understand social change and social processes in
cities. This is made clear by the absence of any significant research specif-
ically on social cohesion, though the phrase ‘community cohesion’ is
sometimes used as a label for research on relationships between ethnic
groups. Urban social research within the NCW has been more likely to
focus on social exclusion and social capital.

In summary, social exclusion can be helpful in moving beyond simple
concepts of deprivation, to focus on processes of exclusion, and the expe-
rience and wider consequences of exclusion. As a description of a divided
society it is extremely inadequate in contrast to a structured view of
inequality. It is important that urban social research does not treat the social
structure in a piecemeal way, focusing only on the excluded (or indeed the
affluent gentrifiers), but explores inter-relationships.

Social capital, provided it is adequately defined, is clearly of some
importance in understanding how people get by, and perhaps how they get
ahead. However, its role in creating social closure as much as its role in
bridging communities must be understood. It has also been difficult to find
clear evidence of independent positive effects of high levels of social capi-
tal at the community level.

In this chapter we have thus mainly been concerned with the limitations
of current research frameworks. There is another key question, however:
what are the drivers of social structure and social processes in the ‘new
urban era’? How should we understand the ways in which equality and
inequality, connectedness and disconnectedness, order and disorder are
produced in cities today? We return to these issues in the concluding chap-
ter.



Chapter 4

Governance and Socio-Economic
Change in Cities

ALAN HARDING

Governance and cities

In the opening chapter it was argued that a concern with urban governance
— and particularly the development of vertical linkages between the local,
regional, national and supra-national tiers of the public sector and horizon-
tal linkages between the public and private sectors at local level —is central
to the New Conventional Wisdom about cities. More responsive and inte-
grated urban governance, it was suggested, is increasingly seen as essential
to the pursuit and balancing of urban competitiveness and social cohesion.

The ‘governance strand’ of this volume examines the extent to which
there is evidence that the NCW is right to assert that reform of the struc-
tures and practices of urban governance is essential to the realization of
urban competitiveness and social cohesion. In doing so, it takes seriously
Gordon and Buck’s argument that changing ideas about the significance of
cities, and the way they are used to legitimize and shape policy decisions
and institutional reforms, can be as important as real changes in the urban
economic and social base. The challenge for this particular chapter is to pin
down the concept of urban governance more clearly and to provide a
conceptual framework for linking this notion to those of urban economic
competitiveness and social cohesion.

This challenge is addressed in four stages. The next section looks briefly
at the way the role of government as a whole in relation to economic and
social change has been treated, conceptually, before considering the way the
role of local government has been conceptualized within a broader under-
standing of the development of national welfare states. It then goes on to
consider more recent conceptual accounts that deal with the changing forms
and features of nation-states and how they might affect the way local author-
ities are positioned to deal with urban economic and social change. The
following section considers some of the implications of those changes and
argues the case for a new conception of urban governance characterized by
a complex system of vertical and horizontal linkages and coalition-building
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and a shift in the balance between concerns with competitiveness and
social cohesion. The final section relates the conceptual literatures to key
recent changes in urban governance, focusing mainly on the UK, and
summarizes some of the questions and dilemmas that researchers inter-
ested in the role of urban governance in enhancing competitiveness and
building social cohesion face. This provides a context for the finer grained
reviews of national and sub-national institutional and policy changes that
follow in the governance-related chapters in Part II of the book.

Government, economic competitiveness and
social cohesion

Our aim here, then, is to draw together those conceptual accounts that can
best help us appreciate how understandings of urban governance in rela-
tion to economic competitiveness and social cohesion have changed and
with what implications. Before we can shed any useful light on the notion
of urban governance, however, we need to return to first principles and ask
how the role of government, as a whole, in relation to economic competi-
tiveness and social cohesion has traditionally been conceptualized. In one
sense, this is a huge task that has exercised social scientists ever since the
rise of political economy in the seventeenth century. Paradoxically, though,
it is not something that economic theory — the body of literature that might
be expected to have most to say on the subject — has concentrated upon.
This is because mainstream economics, whether it draws upon neo-classi-
cal, welfare or Keynesian traditions, is overwhelmingly normative in its
orientation. Whilst proponents of these three traditions often come to radi-
cally different conclusions about the causes and consequences of economic
competitiveness and aggregate social welfare and the role of government
in promoting them, each of them starts from assumptions about the way
decision-making units, be they individuals, households or firms, should
behave in principle and uses them as a basis for developing certain proce-
dural schemas which, they argue, governmental choices should enshrine.
They also concentrate overwhelmingly upon national economies and the
levers that sovereign bodies at the national level can utilize. They rarely
consider the economic and social ‘steerage’ that can be exercised by, or
through, sub-national tiers of government. In other words, they tend to
ignore urban governance.

Only in the case of Marxist political economy — whose adherents
routinely reject what they see as an artificial separation of the economic,
the political and the social — are some of these limitations, at least for
present purposes, overcome. We therefore begin with one strand of neo-
Marxist analysis which offers a particularly useful analytic-descriptive, as
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opposed to normative, account of the role(s) of ‘the state’ in economic and
social change. O’Connor’s central thesis in The Fiscal Crisis of the State
(1973) was that, by the 1970s, advanced capitalist states were experiencing
profound fiscal crises caused by the inability of national governments to
respond adequately to the demands placed upon them for different but
necessary forms of investment. The result, he argued, was a threat to the
long-established co-existence of economic growth and social peace that
had been a feature of the post-war ‘developed’ world. In a sense
O’Connor’s argument can be read as little more than an interesting period
piece. Like many neo-Marxists writing at that time, he overplayed the
‘crisis’ tendencies he identified and underestimated the capacity of national
governments to adjust public expenditure priorities significantly and in
ways that, at least until now, have proved politically and economically
sustainable. In another sense, however, his analysis prefigured a substantial
literature on the way in which the forms and functions of nation-states have
been modified: for example, as part of an alleged transition from Fordism
to post-Fordism (Amin, 1994). We return to this more recent literature
below. Whichever interpretation of O’Connor one prefers, however, what
is important for present purposes is that, in order to be able to substantiate
his thesis, he was forced to undertake a significant, concept-driven analy-
sis of ‘state’ expenditures.

O’Connor argued, along typically neo-Marxist functionalist lines, that
the twin imperatives of ‘the state’ were to secure accumulation and legiti-
mation: that is to say, ‘the state must try to maintain or create the conditions
in which profitable capital accumulation is possible . . . [whilst also trying]
... to maintain or create the conditions for social harmony’ (O’Connor,
1973, p. 6) without appearing overly coercive in either respect. Adopting
more recent terminology, the trick of effective government which he
outlined is to provide a politically sustainable balance between economic
competitiveness and social cohesion. Governments attempt this, according
to O’Connor, through two alternative but indispensable forms of invest-
ment. Social capital — a term not to be confused with its more recent usage
— is the totality of ‘indirectly productive’ investment devoted to securing
profitability within the private sector. It comes in two forms. The least indi-
rect form, social investment, comprises ‘projects and services that increase
the productivity of a given amount of laborpower’ (O’Connor, 1973, p. 7),
whilst the more indirect, social consumption, comprises expenditures ‘that
lower the reproduction costs of labor’ (p. 7). The latter support individual
life chances as well as enhancing profit-serving activities. The second
major category, social expenses, is ‘not even indirectly productive’ but
comprises ‘projects and services which are required to maintain social
harmony’ (p. 7).

O’Connor accepted that his conceptual categories did not map perfectly
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on to individual public sector projects and services because few could
unambiguously be said to serve only one of the functions he outlined.
(Publicly financed transport infrastructures, for example, are investments
that simultaneously serve multiple public and private, economic and social
goals.) However, he did indicate the sorts of investment that broadly
“fitted’ his categories. Social investment, for example, was taken to include
all public sector investment in the physical environment, be it through
infrastructure (road, rail, ports, airports, etc.) or contributions to the devel-
opment of major utilities and the physical stock associated with public
services, from schools, hospitals and research centres to sports stadia. It
was also seen as comprising expenditure associated with the development
of human capital through all levels of the education system and public
R&D facilities. Social consumption was argued to comprise investments in
publicly-provided but collectively consumed services (e.g., in housing,
recreation, cultural facilities, child care), subsidies for the purchase of
private services in such fields, and support for various forms of individual
insurance against unemployment, disability, ill-health and so on. Social
expenses, on the other hand, were said to include welfare payments that
arguably limit social protest and anti-social behaviour but, in themselves,
make no direct contribution to productive activities.

Whether or not one shares O’Connor’s view of ‘the state’ as quintessen-
tially manipulative, class-biased and crisis-prone, his rudimentary taxon-
omy of government expenditures is useful. It suggests the role of
government as a whole in respect of competitiveness to be limited, on one
hand, since its influence is largely indirect, but at the same time to range
across the great majority of functions the public sector is involved in. At the
same time he argued that the government role in respect of social cohesion
is conceptually distinct and more direct but potentially vulnerable during
periods of perceived crisis in respect of national competitiveness.

Local government, economic competitiveness and
social cohesion

O’Connor’s taxonomy is useful in identifying particular roles for govern-
ment in respect of competitiveness and social cohesion, and the tensions
between them. However, it is limited by its assumptions that ‘the state’ (a)
can be analysed as a single, unified and coherent entity, (b) always
performs its functions effectively and, by implication, uniformly across
space, and (¢) is trapped by certain ‘structural necessities’ into delivering a
predictable mix of functions over time. In order to develop his account for
present purposes, we need to explore how the division of public sector
functions across different geographical scales affects the contribution of
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government to competitiveness and cohesion, spatially (and particularly,
for present purposes at the ‘urban’ scale), and to understand the way the
salience of scale and the balance of attention given to issues of competi-
tiveness and cohesion can change over time. In attempting to achieve this
we will first consider the main attempt to ‘territorialize’ O’Connor’s analy-
sis, Saunders’ ‘dual state thesis’, before considering conceptual arguments
that have questioned the durability of the ‘scalar fix’ that Saunders identi-
fied and begun to spell out the implications for the changing role of sub-
national government in respect of competitiveness and social cohesion.

Saunders’ dual state thesis (1986, pp. 291-311) built upon functionalist
neo-Marxist arguments about ‘the role of the state’ but provided a more
sophisticated analysis of the spatial division of governmental labour. In
essence, the dual state thesis argued that a distinction needed to be made
between the ‘productive’ functions of the state — those that correlate most
closely with O’Connor’s notion of social investment — and those that
concentrate more upon Saunders’ understanding of social consumption
(basically a combination of O’Connor’s ‘social consumption’ and ‘social
expenses’ categories, but omitting national transfer payments). In
Saunders’ view, historical evidence suggested the former were increasingly
monopolized by government at the national and regional levels, the detail
being decided upon by means of bargaining between national government
and the peak associations of capital and labour. The latter, in contrast, were
more and more the preserve of local government and were subject to more
pluralistic bargaining processes, albeit within a framework determined at a
higher level in light of perceived production needs.

The dual state thesis, then, offered a plausible ‘ideal type’ that appeared
to capture long-run trends in the division of governmental functions along
a vertical axis, particularly the rapid development of the role of local
government in social consumption in the context of the expansion of
national welfare states during the 30 years after the Second World War.
Thus Saunders’ main observation was that the local government role in
respect of production — that is, relatively direct support for competitiveness
—was extremely limited, whereas its role in social consumption (where the
links with competitiveness were more tenuous) was dominant, increasing
and focused more upon establishing the conditions for social cohesion. In
setting out this distinction, Saunders was able to propose an answer to a
conundrum that exercised many ‘radical’ theorists at the time, which was
how government as a whole could simultaneously grant (social) conces-
sions to non-economic interests whilst also continuing to prioritize
economic competitiveness as a whole.

With the considerable benefit of hindsight it is clear that the dual state
thesis, too, was a product of its time. As with O’Connor’s arguments, what
is of greatest interest here is not so much the purposes Saunders sought to
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serve through his analysis — concerns that he himself jettisoned in later
writings — but the extent to which the allocation of functions between levels
of government he described was a strongly-established historical trend. In
fact conceptual arguments which have appeared since Saunders’ contribu-
tion suggest that the roles of sub-national levels of government with
respect to consumption and production issues are not eternally fixed but
can change appreciably. The causes and consequences of a more recent
shift have been analysed and represented in relatively abstract terms by a
later generation of theorists who also took their cue from neo-Marxist
analyses of ‘the state’, but argued that they were insufficiently sensitive to
historical and geographical variation.

There has recently been considerable debate, within the context of
strong globalizing processes and the challenges they set for national
systems of economic and social management, about two inter-linked issues
relevant to this chapter. One is the extent to which there has been a general,
functional re-orientation within nation states characterized by a rise in
salience of competitiveness issues at the expense of concerns with social
cohesion. The other is whether we are witnessing a cross-national process
of change in the way governmental functions are allocated at different
spatial levels. Participants in these debates characterize them in different
ways: for example, in terms of a perceived rise of neo-liberalism (Peck and
Tickell, 2002), a shift towards a ‘new regionalism’ (MacLeod, 2001) and
analyses of ‘state rescaling’ (Brenner, 1999), and the development of
‘multi-level governance’ (Bernard, 2002). Typically, though, they share an
interest in developing insights originally provided by regulation theory.

Regulation theory in its various manifestations (Jessop, 1990) essen-
tially argues that ongoing, inter-dependent processes of economic global-
ization and technological change not only create a new and much more
problematic context for the pursuit of ‘national competitiveness’ but have
simultaneously made that enterprise more urgent whilst rendering imprac-
ticable the nation-specific macro-economic management techniques that
underpinned the post-war boom and its broadly benign social conse-
quences. In the language most regulation theorists use (Lipietz, 1987),
fundamental changes to the dominant ‘regime of accumulation’ have
resulted in changing national ‘modes of regulation’. As a result, new forms
of multilevel governance — which vary in their detail but not in their basic
orientation — are said to be emerging in which there is an understanding that
improvements to ‘national competitiveness’ (a) actively need to be created
and re-created, (b) generate pressure for social welfare provision to be
more firmly linked, wherever possible, to changing labour market needs,
and (c) depend less upon how a mythical ‘national economy’ is steered and
more upon the way in which the competitiveness of firms is served by the
particular contexts within which they operate. Part of that context, of
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course, is still provided by national, indeed increasingly international,
macro-economic regulation; but much of it is also place-specific. Out of
this growing sensitivity to place, it is argued, has evolved a growing
commitment to ‘supply-side’ programmes delivered on a sub-national
scale and often accompanied by the selective devolution of resources to
sub-national institutions.

The implications of changes in modes of regulation at the sub-national,
as opposed to national, level are not well explored within the regulation
school. In the hands of some commentators, however, regulation theory has
become a tool with which to analyse change at the sub-national/urban
scale, too. Jessop’s work, in particular, provides a framework for assessing
the growing salience of sub-national competitiveness, the forms of institu-
tional restructuring and policy change that might be expected to accom-
pany it and the implications for the governance of social welfare (and
hence the changing role of local government). With Peck, Jessop argues
that all developed nation-states are going through some variation of an
overall transition from a Keynesian Welfare National State (KWNS) to a
Schumpeterian Workfare Post-national Regime (SWPR). As part of that
transition, it is argued that:

(a) macro-economic policy, necessarily, is increasingly co-ordinated at
the supra-national scale;

(b) national governments face pressure to refashion policy instruments
and institutional structures in an attempt to promote sub-national
supply-side improvements to economic competitiveness (whatever
effects they have on the geography of economic activity within
national boundaries), promote labour ‘flexibility’, and link benefit
entitlements for the economically active to future participation in the
labour force;

(c) there is pressure for governmental functions, as well as being passed
‘upwards’ in some instances to supra-national governmental organi-
zations, to be passed downwards, to the sub-national/urban level, and
outwards, to non-statutory sectors, through partnership arrangements
or the commodification of collective services that were once
provided exclusively by public agencies.

Combining the insights from the dual state thesis with certain variants of
regulation theory, then, we can begin to identify some important changes in
the way the role of local government in respect of economic competitive-
ness and social cohesion has been understood and analysed. Around 20
years ago the conceptual literature on local government was dominated by
explorations of its expanding role in the provision of social welfare
services within a policy and resource framework largely determined at
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national government level, but interpreted and implemented locally. To the
extent that production/competitiveness issues were part of that analysis,
the local government role was characterized as broadly reactive, as consti-
tuted, for example, by the function of the local planning system in allocat-
ing land-uses between competing interests. In the interim period, however,
two conceptual shifts are apparent. First, the salience of competitiveness
issues (and an attendant ‘local politics of production’) has grown, and
second, the more ‘traditional’ concern with analysing the role of local
government in underpinning social cohesion has focused more upon the
implications of expenditure constraints and policy shifts imposed at the
national level and the way investment in social consumption activities can
(or can be argued to) impact upon competitiveness.

Both of these analytical re-orientations are well represented in a rein-
vigorated literature on local government (Stoker, 2000). We must be care-
ful, however, not to overemphasize the importance of conceptual debate
about the changing role of local authorities, important though it is. As
Dunleavy (1980) long ago pointed out, there is a key analytical distinction
to be made between local government and urban government. Whereas the
former has a relatively simple, institutional focus, the latter must take into
account the fact that formal sources of authority affecting life in urban
areas, even in the most decentralized governmental systems, are highly
fragmented and widely dispersed across levels of government and public
agencies. Given the arguments made by regulation theorists, we must also
go a stage further than Dunleavy and insist upon a distinction between
urban government and the ultimate concern of this chapter: urban gover-
nance.

A new urban governance?

We have noted how the dual state thesis argued that the functions of
government in respect of competitiveness (production) and social cohesion
(consumption) in the peak period of the development of national welfare
states were broadly differentiated along a vertical axis, with national
government assuming primary responsibility for the former while local
government dominated the latter (albeit within a national policy frame-
work). If we take the arguments advanced by regulation theorists seriously,
however, two recent developments should have resulted in different
patterns of functional differentiation between governmental tiers and a
more complex system of urban governance in which local authorities and
other decentralized agencies play an important but far from dominant role
in the politics of production as well as consumption.

The first, triggered by a renewed emphasis on national competitiveness
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and a growing recognition of the role that sub-national production
complexes play within it, will have resulted in governmental functions
increasingly being differentiated along a horizontal, rather than vertical,
axis as local authorities’ production roles expanded and their functions in
respect of social consumption have been redefined in order to underpin the
search for competitiveness as well as social cohesion. As a result, “‘urban
government’, as understood by Dunleavy, should increasingly be charac-
terized by vertical linkages between key sub-national agencies (local
authority departments and other decentralized public bodies) and national
government departments in which, broadly speaking, (a) production issues
have grown in importance, and (b) the provision of collective consumption
services have undergone significant redefinition and retrenchment.

The second development, emphasized less in regulation theory but
arguably just as important, would involve the intensification of horizontal
links at the urban/sub-national level, triggered by a growing role for non-
statutory organizations in the delivery of governmental goals. Three broad
sets of factors arguably underlie this trend. First, in respect of production
functions, the quest for competitiveness is clearly something that the public
sector is incapable of achieving alone, given the indirect way in which it
supports market developments, and therefore demands various forms of
context-changing for, and accommodation, negotiation and joint work
with, elements of the private sector. Second, in the social consumption
sphere, a growing emphasis on efficiency and productivity in service deliv-
ery should lead to a search for alternative forms of provision, sometimes
resulting in the commodification of services that were once provided by
local authorities (e.g., through privatization or contracting out to non-statu-
tory service providers). Third, and strongly linked to the notion that the
roots of economic ‘success’ and social peace are highly localized and
place-dependent, government would need to build and/or take advantage
of a variety of uncommodified economic and social bonds of trust, reci-
procity and democratic engagement that can underpin social cohesion and
economic competitiveness.

To the extent that they entail a move from a ‘command and control’
model of local service provision to one in which non-statutory sectors and
diverse economic and social interests outside formal governmental organi-
zations are involved in defining and delivering quasi-public goods, these
horizontal linkages are about governance rather than government. In other
words, they refer to ways in which a variety of statutory and non-statutory
organizations are collectively engaged in and mobilized behind attempts to
deliver urban public goods that none could achieve alone. In this context,
two further conceptual literatures that have been employed in the analysis of
horizontal co-ordination in urban governance are worth noting. Neither is as
functionalist as the accounts derived from neo-Marxist political economy.
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Indeed, both stress the capacity for political choice and the way in which
the actions and interactions of particular economic, social and political
groups and forces can shape the development trajectories of places in
cumulatively significant ways.

The first are urban coalition theories of one sort or another, and espe-
cially urban regime theory and the growth machine thesis (Elkin, 1987;
Logan and Molotch, 1987; Stone, 1989). Both were developed initially
within the USA and therefore analyse coalition-building activity in a
national context in which the local government system is highly frag-
mented and decentralized and individual local authorities are heavily
dependent upon locally raised resources and especially sensitive to local
economic performance. Given this lineage, both concentrate predomi-
nantly on the development of local, public—private sector coalitions
designed to improve competitiveness. Given that these forms of horizontal
co-ordination form only a part of the urban governance agenda — especially
in countries with more centralized governmental systems and/or in which
local authorities have traditionally had stronger roles in the social
consumption field — US urban coalition literatures have been substantially
criticized by commentators in other national contexts for what is argued to
be excessive localism and apparent voluntarism (Jessop, Peck and Tickell,
1996). Stripped of their ethnocentricity, however, both are useful in that
they provide both a rationale and research strategy for the analysis of urban
coalition-building.

There is already a substantial literature on the uses and abuses of US
urban coalition theories in other national contexts (Harding, 1999). Briefly,
though, both are concerned with the importance — and unpredictability — of
interaction between politics and markets. Urban regime theorists, in partic-
ular, argue that in liberal democratic societies there are two, interdependent
systems of authority: one based on popular control — that is, the various
organs of representative government — and the other on the private owner-
ship of productive assets, that is (largely) the business community.
Business decisions are critical to public welfare, widely conceived, so
public officials cannot be indifferent to them. Since productive assets lie
substantially in private hands, officials cannot ‘command’ businesses to
perform their socially useful functions; they can only provide inducements.
It follows that, although there are some policy areas in which governments
can achieve desired policy outputs through allocative means, there are
many areas in which the control that public officials can exercise over
outputs is less secure and predictable.

Wherever policy success relies upon the promotion of market activity,
there needs to be bargaining and joint work between actors in the public
and private sectors, and hence (at least in the US case) a process of hori-
zontal coalition-building. In developing this argument, urban coalition
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theories effectively distinguish between local government and local gover-
nance. Stone, for example, argues that, ‘successful electoral coalitions do
not necessarily govern’. As a result, they need to promote relationships of
mutual benefit between those organizations and interests that have access
to, and can deliver, various resources, be they material (such as finance,
personnel, and land and buildings) or intangible (such as political, regula-
tory, and informational resources). No single organization or group
monopolizes these assets and there is no ‘conjoining structure of
command’ to link asset-holders together. Urban coalitions are therefore
‘informal arrangements by which public bodies and private interests func-
tion together in order to be able to make and carry out governing deci-
sions’.

The growth machine thesis offers finer grained detail about the types of
actor who play leading roles in local economic growth/competitiveness
strategies. For Logan and Molotch, the key to the growth machine is the
way ‘parochial’ (for which read ‘local’) capital can help create conditions
in which non-local, ‘metropolitan’ capital is attracted to particular areas.
The most active players within parochial capital, for Logan and Molotch,
are rentiers (property-owners) who strive to maximize the rental value of
their land and/or buildings by intensifying or changing the uses to which
they are put. They are a particularly dynamic and self-serving sub-set of
local private sector interests whose high level of commitment to local
economic growth is explained by the fact that they are ‘place-bound’: that
is, their material interests are geographically rooted. The focus of research
based upon this understanding therefore involves an analysis of the way in
which rentiers construct alliances with other business interests and public
and quasi-public agencies with an interest in the promotion of competi-
tiveness.

The second set of conceptual arguments — focusing upon the importance
of ‘social capital’ — was substantially covered by Buck in Chapter 3. The
social capital literature is less “‘urban’ and only partially about governance,
but nonetheless poses some important questions about the localized char-
acteristics that can both influence levels of social cohesion and economic
competitiveness and be affected by behaviour within and/or by local insti-
tutions. It also covers a broad spectrum. At one end are accounts drawn
from economic geography and ‘socio-economics’ that focus upon the
importance of ‘untraded interdependencies’ in underpinning business
innovation and growth (Amin, 1999; Cooke and Morgan, 1998; Storper,
1993). At the other is a political science-dominated literature that stresses
the importance of civic culture and a strong civil society in creating social
cohesion and providing the capacity for effective sub-national governance
and, thereby, enabling innovative adaptation to economic change (Putnam,
1993). The importance of these accounts for current purposes are that they
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stress ‘locality effects’ and suggest that particular, locally embedded forms
of economic and social linkages and networks can interact with local insti-
tutions in a way that promotes social cohesion and economic competitive-
ness.

On the basis of the conceptual literatures we have considered here, then,
we can speculate that, irrespective of national context, we are witnessing
the progressive breakdown of the old ‘dual state’ model and the evolution
of new arrangements for urban governance in which inter-organizational
linkages, bargaining and coalition-building — both vertically, between
levels of government, and horizontally, between statutory and non-statu-
tory agencies and interests — have come to play a more important role.
Within this more complex system, concern with promoting urban
economic competitiveness has grown, triggering the development of verti-
cal linkages between those sections of sub-national and central government
primarily concerned with economic development issues and horizontal
linkages between particular urban local authorities, other public agencies
concerned with production issues and elements of the private sector. The
governance of urban competitiveness, however, remains substantially
separate from the governance of urban social cohesion in the sense that the
more established relationships and linkages between central and local
government with respect to social consumption services remain in place
but operate in a context in which there are pressures to outsource provision,
to ensure that social provision links more directly to the promotion of
competitiveness and to mobilize civic/non-statutory as well as governmen-
tal capacity. The questions that remain concern the implications of this
conceptualization of ‘the new urban governance’ which has been, or could
be, used for empirical purposes.

The ‘new’ UK urban governance and the Cities
programme agenda

Given that ‘governance’ was not, initially, a central strand of the Cities
programme that provides much of the material for this book, it would be
unrealistic to expect that the projects represented in its pages will have
been driven by the conceptual arguments outlined above. At the same time,
though, none of the theoretical literatures examined here pretend to predict
changes in any detail. Thus regulation theory, on one hand, indicates a
number of generalized, cross-national tendencies but leaves open to empir-
ical investigation the issue of how and to what extent these are translated,
institutionally, into particular national contexts. Urban coalition theories
and the literature on social capital, on the other, speculate about (but
certainly do not anticipate) the nature of horizontal relationships between
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key institutions and interests at the local level and what makes them effec-
tive in producing particular outcomes in particular circumstances. In other
words, a post-hoc rationalization of the conceptual importance of gover-
nance within the Cities programme is useful in identifying key themes and
informing the interpretation of empirical work. By way of conclusion,
then, it is worth linking the themes raised in this chapter with the particular
UK context in which the Cities programme was undertaken as a way of
introducing the more detailed ‘governance’ discussion of Chapters 11 and
12, in Part I1.

It is clear that there has been a much more intense focus, in principle, on
the issue of sub-national competitiveness on the part of both national and
local governments in the last 20 years. This has led, irrespective of the
party in government, to a constant succession of policy initiatives and insti-
tutional innovations designed to raise the profile and effectiveness of sub-
national economic policy. During this period, local authorities were given
specific powers and responsibilities for economic development for the first
time (by a Conservative government), and a specific mission to pursue the
economic as well as social and environmental well being of their areas and
inhabitants (by a Labour one). Allied to an often bewildering range of
short-term government area-based urban programmes — Burgess et al.
(2001) recently identified 42 running concurrently — these changes have
created a much enhanced ‘local politics of competitiveness’ that has many
of the characteristics outlined in the last section.

These changes, however, have not been accompanied by the devolution
or decentralization of powers to the urban level in any consistent or
straightforward sense. Only in the case of London, with the recreation of a
metropolitan authority and the creation of the country’s first elected city
mayor, have we seen the development of ‘new’ urban institutional capacity.
And if one scratches the surface, it is far from obvious that government
initiatives in the period in which the Cities programme was active repre-
sented a clear recognition of the importance of cities to national economic
competitiveness. Under both Conservative and Labour national adminis-
trations there was a tendency to create new, non-elected agencies or part-
nership vehicles to deliver economic development and related programmes
sub-nationally rather than put them wholly under the control of locally
elected bodies. In many instances, programme resources were awarded
through a process of overt inter-authority competition.

The recent, partial exceptions to this ‘rule’ are arrangements in the
‘devolved territories’ of Scotland and Wales and — to a lesser extent — in
Northern Ireland and London where ‘regional’ development agencies,
along with widely varying levels of control over mainstream expenditure
decisions, have been put under the control of elected sub-UK institutions
covering a minority of the total UK population. A similar process may see



Alan Harding 75

government-appointed regional development agencies ‘democratized’ if
and when elected regional assemblies are created in at least some of the
English regions. The process of devolution has been ‘sold’ as a response to
economic disparities and the need to improve sub-national competitiveness
but there is little evidence, as yet, that divergences between the nations and
regions of the UK have narrowed or that greater regionalization has
resulted in radically different approaches to policies or institutions in or for
cities.

Elsewhere, whilst area-based programmes — especially since the
Thatcher era — have acknowledged the important role played by local
authorities, they remain tightly specified by national departments as well as
heavily audited, usually through Government Offices for the Regions
whose roles have expanded as the interface between the centre — and,
indeed, the European Commission — and localities on economic develop-
ment and related issues has grown. New programmes have also been rela-
tively lightly financed, their collective ‘value’ continuing to be dwarfed by
expenditure on ‘mainline’ services. The vast bulk of the latter, almost by
definition in a highly urbanized country, are delivered disproportionately
in towns and cities. However, there was little evidence in the Cities
programme period, beyond the development of some relatively weak inter-
departmental integration mechanisms, of national departments other than
the constantly restructured one that oversees local government (at the time
of writing the esoterically-titled Office of the Deputy Prime Minister)
developing an “‘urban mission’ or looking seriously at the way their expen-
ditures affect urban development trajectories. As a result, major govern-
ment programmes (e.g., in housing, transport, health, education and
science/R&D), continue to have differential impacts upon urban economic
competitiveness whilst remaining — even in the devolved territories — rela-
tively detached from urban policy debates. That is not to say that govern-
ments, when occasionally demonstrating their support for towns and cities,
have not produced impressive lists of ‘non-urban policy’ investments (DoE
1988; DETR 2000c). The fact remains, though, that there is a world of
difference between these rough spatial audits and something that was not
seriously contemplated in the UK during the Cities programme period: a
cross-departmental strategy designed to identify and build upon the
competitive assets of key urban centres for the benefit of the national econ-
omy.

Even at the level of specific, targeted urban programmes, there was no
clear attempt to build upon competitive potential. Instead, urban policy
concentrated upon ‘urban problems’ and targeted resources on areas that
were defined, statistically, as relatively deprived. The assumption, for
much of the last 20 years, has been that ‘the urban issue’ is primarily about
competitiveness (or, more specifically, its absence), but that attention
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should focus upon attempts to encourage markets to work more effectively
in deprived urban areas. Of growing importance within that basic agenda
was the idea that success is unlikely to be achieved unless ‘local communi-
ties’ are actively engaged in programme initiatives. In this sense, the value
of ‘social capital’ was recognized in that ‘community’ development and
engagement in regeneration policy processes in deprived areas has increas-
ingly been seen as an essential corrective to professionally dominated,
technocratic ‘solutions’.

The one departure that became evident under post-1997 Labour govern-
ments was an acknowledgement that the effects of ‘mainstream’ local poli-
cies — that is, those largely concerned with social consumption — help
determine competitiveness in its broadest sense. In other words, the attrac-
tiveness and effective functioning of urban areas was no longer seen as
being determined only by the quality of business environments, narrowly
conceived, but also by, for example, levels of local crime and educational
attainment, the quality of housing, leisure and entertainments facilities and
so on. Whilst this was a conceptual breakthrough that the Cities
programme helped encourage, its effect, in practice, was to ignore the
service-specific, inter-governmental policy communities that continue to
determine the use of the bulk of mainline resources and to concentrate,
instead, upon a further round of lightly resourced, experimental initiatives
focused upon deprived areas. Hence the major reforms that occurred in
local service delivery, including substantial moves towards the commodi-
fication of services (e.g. via ‘Best Value’) and the restructuring of local
authority management regimes (via local government ‘modernization’),
were not linked effectively to the concern of urban policy to encourage
selective, area-specific innovations in mainstream policy areas to support
the search for competitiveness as well as social cohesion.

This brief sketch of the context within which the Cities programme
developed suggests a very extensive potential ‘governance agenda’ and a
huge variety of possible avenues for empirical research. Quite what an
‘urban competitiveness strategy’ might consist of, how a range of rela-
tively incidental policy instruments could be mobilized to support it, what
sorts of processes had proved most effective in achieving this and how
they differed between places was one important set of concerns, particu-
larly for the Cities programme’s Integrated Case Studies. Understanding
the mechanics of coalition-building — inter-governmental, inter-agency,
inter-district, public—private and public—voluntary — was clearly another
key theme, as were analyses of emerging mechanisms for linking the
benefits of economic change to social need, recognizing and building
social capital and enabling ‘community involvement’ in policy processes.
Central to all these concerns was the degree to which urban politics and
new forms of local leadership enabled — or discouraged — new approaches
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to the promotion of competitiveness and social cohesion and encouraged
links between them, and whether changes in the broader institutional and
policy environment facilitated, prevented or simply made no difference to
local innovation.

Evidence of the findings of the Cities programme on these issues is
presented in Part II of this volume. In particular, chapter 12 reviews the
extent to which the governance of urban competitiveness changed and
became more effective in the context of successive innovations in national
urban policy, and Chapter 11, deriving from Goodlad and Meegan’s
research in Glasgow/Edinburgh and Liverpool, examines how far commu-
nity involvement in neighbourhood regeneration enhanced social cohe-
sion. In Chapter 15, we return to the New Conventional Wisdom’ about the
role of urban governance in promoting competitiveness and cohesion, and
ask whether the shift from the dual state model to a more complex and
negotiated system adequately describes recent change within the UK and,
if so, with what consequences for the economic and social trajectories of
UK cities.



Chapter 5

Integrating Cities

IAN GORDON

Joined-up thinking about cities

In the introductory chapter, we sketched a ‘new conventional wisdom’
(NCW) about the significance of cities within a changing international
economic order. This set of ideas has evolved in various places within
academic and policy communities since the later 1980s, and has since
become central to the approaches of a range of public agencies, including
the OECD, the European Union, and the UK government’s Urban Task
Force (DETR, 1999a) and Urban White Paper (DETR, 2000c¢). Its back-
ground lies in beliefs about the renewed importance of face-to-face contact
and qualitative assets in a more flexible economy. The two central organiz-
ing ideas, as we see it, are that:

(a) cities have a positive, creative role to play in this new context;

(b) but achieving this requires an integrated approach, recognizing
increasingly important interactions between economic, social, politi-
cal, cultural and environmental processes, especially within cities.

These are powerful and attractive ideas, which together seem to form the
basis for a genuinely ‘new urbanism’, reversing the pervasive anti-urban-
ism which underlay policy throughout the last century. This new urbanism
extends current (American) usage of this term, which is mostly focused on
advocacy of forms of modest scale, neo-traditional development as a
means of recreating community values and minimizing environmental
damage, through ‘smart growth’ and revival of the ‘lost art of place-
making’ (Harvey, 1997; Leccese and McCormick, 2000; Talen, 2002), to
incorporate related ideas from the international literature (e.g., DETR,
1999a) and a wider range of urban situations.

That anti-urbanism had involved not a simple dislike of cities, but the view
that there was something inherently problematic about the scale and form of
modern capitalist cities — rather than modernity or capitalism (to put the issue
crudely) — which made urban life troublesome, unnatural and dislikeable.
Within the NCW, however, the quintessentially urban characteristics of

78



Ian Gordon 79

density, diversity and flexible social relations are each perceived as
substantial assets, needing nurture rather than cure. Moreover, past policies
grounded in more negative views have themselves come to be seen as prob-
lematic in:

(a) undermining competitiveness by depleting these sources of strength;

(b) exacerbating social polarization by residential segregation, spatial
mismatch in the labour market, and governmental fragmentation;

(c) worsening environmental problems by encouragement of overlong
journeys by private motor vehicles.

As importantly, perhaps, established approaches to urban policy could be
seen as overly constrained by professional divisions of labour, missing the
point that cities are where ‘it all comes together’ (as Soja, 1989, put it).
Strong local interactions between economic, social and environmental
processes could produce dynamics of either urban success or failure. To
secure success, and turn around those cities which were failing, the new
message was that policies needed to be multifaceted and integrated, as well
as sympathetic.

This is the aspect of the NCW on which we shall focus in this chapter. In
approaching it, however, we have to be particularly conscious of two faces
of the contemporary wisdom in general (as discussed in Chapter 1), since
the distinction can too easily be elided in discussing interactions and the
need for integrated approaches to policy. These involve, respectively:

(a) aset of potentially testable propositions about the impacts of change
in the economic environment on particular trends and processes
observable within cities, and on relations among these;

(b) more politically-oriented propositions, with a consensus-building
fuzziness about key concepts, which tends both to obscure sources of
conflict and to make it harder to apply an evidence-based approach to
evaluation of their validity/applicability.

A central aim of this book is to concentrate attention on the first of these
faces by framing clearer and more testable versions of the central hypothe-
ses, and then seeking relevant evidence for and against these. This rather
critical approach is not antagonistic to development of a new urbanism; far
from it. Rather it is meant to assist development of one which is realisti-
cally based, and relevant to current urban problems and processes ( includ-
ing those which are not really new, though unsuccessfully handled with
past approaches).

One aspect of the NCW to which these concerns apply is its emphasis on
the potential of integrated approaches to urban development, policies and
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institutions: ‘joined-up thinking’ and ‘joined-up government’ in the jargon
of the UK’s New Labour administration. In the British context at least, as
we noted in Chapter 1, this recent emphasis does represent a radical shift in
governmental strategy, since it follows a very long period in which a series
of more one-dimensional approaches to urban policy were pursued, each
grounded in a particular diagnosis of the key factor underlying urban prob-
lems, and implemented through a particular departmental division of
labour. The new approach embodies key ideas from the NCW about the
inter-relation of economic competitiveness, social cohesion, responsive
governance and environmental sustainability — including an optimism
about the degree to which these can be mutually reinforcing — and about the
significance of processes operating at an urban level for all of these. From
our perspective these are all hypotheses requiring empirical evaluation, as
with the other elements of the NCW. But the task is rather more difficult in
this case since each of the elements which are supposed to be related are
pretty fuzzily defined, even sometimes embodying quite distinct ideas, as
we saw in Chapters 2 and 3. And with holistic arguments it is often hard to
see which are supposed to be the crucial links.

To simplify the problem, we focus here primarily on possible connec-
tions between competitiveness and cohesion: those with governance are
addressed by Deas in Chapter 12, while possible links with sustainability
are discussed only in general terms, as they are really beyond the scope of
this book. Even in relation to competitiveness—cohesion links, much of
what we have to say is of a ground-clearing nature, identifying and clarify-
ing particular paths of possible causal connection, with scope only for
summary evaluations of what has been found in relation to specific paths.
Before embarking on this task we should first consider some of the
evidence that propositions about such linkages are actually important in
relation to the new directions being taken by urban policy.

Urban triangles

In recent public debate about the future of cities, both in the UK and more
widely in Europe, two sets of ‘triangles” have been highlighted as requiring
attention. The first of these involves concerns with the economy, equity and
the environment (sometimes referred to as the 3Es), to each of which (for
example) the recently established Greater London Authority (GLA) is
formally required to have regard. In part this formulation seems to repre-
sent an effort to draw groups with quite different priorities into support for
some broader-based governance or urban regime. But also it seems to
reflect a view that all three concerns need attention in order to secure effec-
tive ‘sustainability’ of a city, and long-run achievement of any one of the
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goals. That this is not entirely clear presumably reflects the fact that it is at
least partly a vehicle for consensus-building — as in the EU-funded London
Study (ALG, 1997) prior to the GLA’s start-up, which was largely directed
at consensus building, as was the more recent Liverpool-Manchester Study
(Sustainable Urban and Regional Futures Centre, 2002) — as well as a typi-
cally ambiguous usage of ‘sustainability’ to refer either to specifically
environmental or generally long-term issues.

In the second version of the triangle the concerns are competitiveness,
cohesion and effective or responsive governance. Here governance is
inside the frame (and, by implication, part of the problem to be addressed),
rather than standing outside, simply accepting responsibility for managing
the other elements of the system. And in this case there is a rather stronger
assumption that the elements are interdependent, leading either to a vicious
circle, where some combination of poor competitiveness, lack of cohesion
and unresponsive governance, drags the others down, or to a virtuous circle
where success in one or two elements reinforces the others.

In both cases the issues are too broad and the propositions far too general
to open them up to serious debate or evidence-generating research without
deconstructing the elements somewhat and developing more specific
causal hypotheses about the paths through which particular aspects of
competitiveness, environmental sustainability, social cohesion and respon-
sive governance may be connected. For three of the terms — competitive-
ness, cohesion and governance — this task has already been started in the
preceding chapters, so here we will start from environmental sustainability.

In this case there are two related sources of ambiguity, or differentiation,
in the concerns underlying the concept. One of these involves the spatial
scale over which environmental effects are to be considered (i.e. the range
over which spatial externalities are treated as relevant), between the contri-
bution that local urban developments of different kinds may make to plan-
etary outcomes (e.g. through global warming) and the most localized kinds
of impact. The second involves the severity of the effects involved, and
whether these are conceived of in purely physical/biological terms (with a
range here between impacts on the survival of species, through the health
of individuals, to aesthetic/life quality effects of unsympathetic develop-
ment or loss of recreational opportunities).

In some cases the distinctions may matter rather little; for example, it is
at least plausible that promotion of safer cycling scores in all terms, locally
and globally. In other cases it matters very greatly, since what is a major
benefit in one frame of reference may represent a major loss in some
others. A focal case here is that of ‘the compact city’, advocated during the
1990s by British and other policy-makers as a means of simultaneously
securing physical and quality of life gains both locally and globally,
together with some positive social benefits (DETR, 1999a; Rogers and
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Power, 2000). Some of the advertised gains are actually steps that are thought
to be necessary to persuade mobile groups to live in higher density settle-
ments, rather than genuine effects. But among the latter there are two signifi-
cant elements, notably a reduction in traffic emissions of all kinds, as the need
to travel falls and public transport options become more attractive; and a
saving of greenfield sites outside the city from development. The first is a
fairly unambiguous gain in physical terms at least, on almost all spatial scales,
though the benefits may well be modest, both absolutely and relative to those
achievable in other ways (i.e., by higher fuel prices: see Gordon, 1997). Gains
from greenfield-saving will, however, be primarily in quality of life terms,
and relatively localized, thus needing to be balanced against quality of life
losses as urban open and personal spaces get taken for development.

This obviously creates difficulties in assessing what impacts more or
less ‘environmentally sustainable’ cities are likely to have on economic
competitiveness and social cohesion, since we cannot be at all sure what
counts as a more environmentally sustainable city. Much more realistic is
to consider whether more specific environmental outcomes (such as levels
of traffic congestion and the perceived quality of people’s residential and
living environments) have a significant impact on economic growth,
productivity or any of the dimensions of social cohesion discussed in
Chapter 3; and, correspondingly, how any of these socio-economic factors
might affect such local environmental outcomes or the more globally
significant question of emission levels, particularly from personal travel.
The sum of our knowledge about these relationships is rather limited. We
may reasonably suspect that improvements in the quality of the local envi-
ronment have a positive effect on absolute growth rates, while higher
productivity and per capita incomes enable people to raise the quality of
their residential environment, other things being equal. Even if empirically
substantiated, however, these relationships tell us next to nothing about
sustainability on a local, still less a global, scale. In the case of social cohe-
sion (i.e., equality, connectedness, order and identity), there seem not even
to be reasonably clear intuitions about how these might be connected to
environmental outcomes, except insofar as a more cohesive local commu-
nity (in all these senses) might be better able to manage local environmen-
tal externalities. Beyond such (apparently uncorroborated) hypotheses, the
point seems to be that it is possible to devise externality-oriented policies
which are at the same time economically efficient, good for the local/global
qualities of life, and also for cohesion in all senses.

Turning to consider the relationship between economic competitiveness
and social cohesion on an urban level, about which our research should have
much more to say, there is again a difficulty about the multiple meanings of
the two concepts. The main issues were discussed in Chapters 2 and 3, but
should be summarized here. In the case of competitiveness, the ambiguities
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relate primarily to the number of distinct markets in which cities and
regions effectively compete, particularly those for product sales by local
firms, for inward investment, for attraction and retention of desirable resi-
dents, and for favours from higher levels of government in which particu-
lar places may do differentially well or badly. Variations in sectoral
specialization and functional role may also make a difference to the ways
in which competitiveness interacts with cohesion. So also may the spatial
scale, between intra-urban locality and broad functional regions, at which
the question is being posed, since spatial externalities (both positive and
negative) can be very important. A distinction also needs to be made
between the actual effects of higher or lower competitiveness on cohesion,
and those of particular strategies taken to boost competitiveness, since
these may have strong side-effects on cohesion irrespective of what actu-
ally happens to economic competitiveness. There is of course also a
measurement problem, since competitiveness is not itself observable, i.e. it
is a latent variable, indirectly reflected (with different kinds of bias) in
measures of productivity, growth and exports (or, more broadly, of out of
area sales).

In relation to social cohesion, the sources are more fundamental, since
(as was noted in Chapter 3) conventional notions of cohesion tend to impli-
cate issues of (in)equality, connectedness, social order and shared identity,
which are conceptually quite independent, and which may or may not actu-
ally be empirically correlated. In this case we have then to think about the
separate possible relations between each of these dimensions and some
versions of competitiveness.

Despite the emphasis given to these links in the NCW, there is no clear-
cut body of empirical evidence substantiating them, as Fainstein (2001a,
2001b) shows in her review of the literature on urban competitiveness,
cohesion and governance. This counterposes arguments about the
economic value of trust, social capital and deliberative decision-making
(as in Potts, 2002), with findings on the increasingly divisive effects of
competitive pressures and deregulation, both for ‘losing’ places (caught in
a race to the bottom) and the ‘winners’ (where gentrification displaces the
poor, and the rich withdraw from social responsibility). Overall, following
Gough (1999), she concludes that: ‘The relationship between competitive-
ness and cohesion appears indeterminate, dependent on economic poten-
tial, governance, social capacity, and history’ (Fainstein, 2001a, p. 9).

Within the Cities programme, however, several ‘integrative city studies’
devoted particular efforts to trying to trying to pull together more systematic
evidence about paths through which the relationship could operate on a city
scale. Several of the thematic projects in the programme also have light to
cast on specific links which might connect urban cohesion and competitive-
ness. In the remainder of this chapter we review the most relevant findings
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from these studies, looking first at the links from competitiveness to cohe-
sion, and then at those operating in the reverse direction.

Effects of competitiveness on cohesion

The most obvious way in which competitiveness might be expected to
affect cohesion would be through the impact of a stronger demand for
labour on employment among marginal groups and hence on poverty, via
reduced levels of unemployment and involuntary inactivity. How far this is
realized in practice clearly depends both on the scale of the area involved
and the type of employment affected. At the level of a locality within a city-
region the impact may actually be very modest, since most of those even-
tually drawn into employment as the labour market adjusts are likely to be
residing outside the area concerned. In the case of professional, manager-
ial, and some other non-manual jobs where national recruitment plays an
important role, this could also be true at the level of the city-region. At the
level of broad economic regions, impacts should be much more substantial,
especially if the employment boost were sufficient to take the region past
the full employment threshold (of around 3 per cent unemployment) where
structural barriers to employment for marginalized groups really start to
dissolve (see Gordon, 2003b, and Chapter 14 below). Hence regional and
national competitiveness are likely to have more impact on levels of social
exclusion within a city than local or urban scale economic performance.

In terms of income inequalities — considering the top as well as the
bottom end of the distribution — it is far from clear that improvements in
competitive performance contribute to cohesion, especially when the gains
take the form of higher productivity rather than growth. Cause and effect
are very hard to disentangle here, but evidence from London and the South
East in particular during the past couple of decades suggests that growth in
GDP per head and in earnings inequality are positively correlated. This
might be because these regions have benefited overall from increased
inequality in the UK as a whole, resulting from a deregulated labour market
(and the legitimation of individual acquisitiveness); or it may be because
upper earnings groups have played a stronger role in pushing business
competitiveness forward, in the context of deregulated and more flexible
product markets (Buck et al., 2002).

Turning to connectedness (as the second dimension of cohesion), the
most obvious question is whether competitive success tends to promote
residential segregation. The reason for expecting this is that households’
demand for living close to higher status groups (and to good schools) is
income elastic. Hence higher average levels of income, as well as wider
income disparities, ought to generate more segregation (Cheshire and
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Monastiriotis, 2003). The London integrative study found, however, that
segregation of most kinds actually tended either to stay constant, or to
contract between 1981 and 1991 when both average incomes and their
dispersion grew particularly rapidly in the region (Buck et al., 2002). The
exceptions involved the segregation of couple-based from non-couple-
based households and of the employed from the non-employed. In both
cases, this was in the context of a clear shift in the balance of the two groups
(within the region) towards the non-coupled and the non-employed. In the
latter case, at least, where it is the expanding group which generates nega-
tive spatial externalities (as far as the housing market is concerned), it is
predictable that this should lead to increased segregation.

The driving force for the growth of the non-employed actually
stemmed from weak economic performance at the national level, rather
than particularly within the region. But the implication is that if stronger
regional economic performance reduced the level of unemployment, this
should tend to reduce residential segregation, and hence encourage
connectedness. So far as ward-level segregation of the non-white popula-
tion is concerned, Buck and Gordon (2004) find no real evidence of higher
levels of segregation in places (functional regions) with higher rates of
unemployment, as distinct from bigger cities and areas with more indus-
trial employment, for both of which this is the case (Gordon and
Monastitriotis, 2003). On the other hand, in Amin’s (2002) account of the
emergence of strong ethnic segregation in three northern towns experi-
encing recent unrest, a significant part of the background (interacting with
discriminatory housing policies) seems to have been the collapse of the
industrial base on which both the white and Asian working class had
depended.

A second aspect of connectedness which can be expected to be linked to
competitiveness is that of family stability or fragmentation. More specifi-
cally, in the context of Afro-American ghetto areas, Wilson (1987) argued
that high levels of male unemployment meant a lack of marriageable males
— that is, of men economically and socially capable of sustaining a long-
term relationship — and hence high rates of lone parenthood. Research in a
British context has strongly confirmed this hypothesis, at least in terms of
cross-sectional associations, showing that it is specifically male unem-
ployment rates which are associated (in the presence of a number of control
variables) with higher rates of lone parenthood, notably for non-employed
lone parents (Buck and Gordon, 2004). Since higher rates of lone parent-
hood in an area appear to have knock effects on educational underachieve-
ment (see Gordon and Monastiriotis, 2003), this form of disconnection can
feed back into higher local unemployment and weaker competitiveness.
Indeed, this is one of five paths — others involving health effects of unem-
ployment, fragmented work histories, attenuated job information
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networks, and prejudices in favour of family men as employees — through
which processes of disconnection can serve to convert demand-deficient
into structural unemployment (Gordon, 2003b).

For social order, the most obvious hypotheses are about the impacts of
economic success, and inequality, on the incidence of crime and civil
disturbances. For crime, three broad schools of thought all imply some
connection between economic outcomes and crime rates (M. Kelly, 2000).
First, the so-called economic theories — assuming a calculative mentality
on the part of criminals — predict that property crimes in particular will rise
where legal forms of economic activity provide less adequate incomes, and
the opportunity costs of arrest and conviction are lower (i.e., in contexts of
low incomes and high unemployment). Strain theory, on the other hand,
implies a less rational determination of criminal behaviour — perhaps
particularly in relation to violent crime — with this being triggered
(consciously or sub-consciously) by a sense of frustration or grievance, for
which one cause in particular contexts could be higher levels of unemploy-
ment, most notably where this is associated with (ethnic, social or educa-
tional) barriers to inclusion. Finally, social disorganization theory predicts
that conventional moral and social standards will have less of a restraining
effect on behaviour in situations where normal social control mechanisms
in a community are weakened by mobility, heterogeneity or poverty. In the
particularly sensitive case of breakdowns in local race relations, notably in
the confrontations involving Asian Muslim youths in Yorkshire and
Lancashire towns in summer 2001, as well as the particular triggers (in this
case including racist political activity and media coverage), underlying
factors have been argued to include social deprivation and generational
divides, affecting both minority and majority local communities (Amin,
2002).

Two previous major waves of rioting in Britain, 10 and 20 years previ-
ously, underline the point that the issue is not simply ‘race’, and that there
is no general relationship with local economic failure. In 1991/2 the disor-
ders involved very largely British-born whites and were spread across a
large number of housing estates, all with traditional housing in areas of
about average economic success, but with concentrations of unemployed
young men and weak social control (Power and Tunstall, 1997). In 1980/1
the focus was the inner areas of larger cities — Bristol, London and
Liverpool, thus including both the least and the most successful among
these — and the rioters were predominantly, but not exclusively black
(Afro-Caribbeans), with a rather more concerted response to heavy-
handed and prejudiced policing. Across these three waves of disorder, the
only common factors appear to have been youth and unemployment,
combined in different ways with other sources of strain and/or disorgani-
zation.
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Impacts of cohesion on competitiveness

Links from one or more of the dimensions of social cohesion to economic
competitiveness will typically be quite indirect. Hence they can only really
be identified by exploring how particular factors of significance in relation
to (urban) economic performance do or do not link up with the main sets of
social consequences seen as following from varying levels of inequality,
connectedness and order. From a review of the main candidate variables of
both kinds (and of hypotheses in the academic and policy literatures), we
have identified six plausible paths through which cohesion (or its absence)
might plausibly be seen as impacting on competitiveness within a city or
region:

(a) aspects of connectedness or order affecting the willingness of mobile
individuals with desirable characteristics (human capital and/or
spending power) to live in the area;

(b) aspects of inequality, disconnectedness and/or disorder affecting the
supply of middle range skills (typically recruited within the city-
region) via underachievement in the local school system;

(c) aspects of order, in particular affecting the image of an area in the
eyes of prospective inward investors — or tourists — and in extreme
cases outward investors too;

(d) aspects of inequality, connectedness and order affecting competitive-
ness through levels of crime to which businesses are subjected;

(e) aspects of connectedness within a business (or business-related)
community affecting levels of trust, and thereby willingness to partic-
ipate in collaborative ventures with uncertain pay-offs, both in rela-
tion to innovation and to collective action in support of local
economic development;

(f) aspects of connectedness within a work force, and between work
force and employers, affecting levels of productivity and the devel-
opment of human capital.

In each case, the plausibility of the linkages postulated can be grounded
in some sorts of empirical evidence, as well as a priori argument — and the
intuitions of ‘common sense’. But in every case there are also questions
to be asked about the operational significance of some of the links, about
the range of situations to which they apply, whether there are not coun-
tervailing forces, and whether necessary conditions are all met in the
same situations. We turn to these now, considering each of these hypothe-
ses in turn.
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Cohesion and the attraction of valued residents

The basic hypothesis here is that crime, insecurity or other social tensions
discourage mobile groups from living in an area — or tourists from coming —
in ways which significantly weaken the area’s economic competitiveness.
At least in the case of key workers contributing human capital, this is an
argument that needs to be sustained at the level of a functional urban region
(FUR). It is not sufficient to show that there are neighbourhoods within a
FUR where such people would rather not live, so long as there are other
available sets of locations in the FUR where they would feel secure in
conducting their and their families’ lives. For major cities, where crime rates
and other threats are more likely to cross the threshold of salience, this
seems to mean either that key workplace areas for these groups have to
present high levels of personal crime risk, or that there are no readily avail-
able residential areas (with schools, shopping and leisure facilities) in which
such groups can feel safe. Given quite high levels of residential (and school-
ing) segregation over broad areas in larger cities, and the ability to contain
the effects of burglary (as the most common actual threat) through a combi-
nation of security devices and insurance, this may not often be the case. The
most obvious exceptions would seem to be where a major segment of the
local population is seriously alienated (e.g., adolescents within some
deprived ethnic group with a strong local presence). Another example could
be that of young, qualified migrants whose attraction to a metropolitan area
could be conditional on their being able to live, with some reasonable
degree of perceived safety, not in the suburbs but in socially mixed urban
neighbourhoods where isolation is not a relevant defensive strategy.
However, as the last example may suggest, security is not the only qual-
ity in social relations which can potentially affect the willingness of mobile
groups to live in an area. Notably, Richard Florida (2002a, 2002b), whose
work emphasizes the role that the attraction and retention of falent plays in
competitiveness within the new economy, argues that tolerance is a crucial
characteristic of the local social environment for this to be achieved. In his
work this is indexed by the diversity of the local population, in particular
the degree of representation of gay and foreign-born population groups.
His argument focuses particularly on the attractive potential of a significant
representation of ‘bohemian groups’ (represented empirically by the
proportion of workers in creative occupations), both directly and indirectly
as signalling ‘a regional milieu that is attractive to and supportive of other
types of human capital’ (Florida, 2002a, p. 63). Across US cities he shows
that the distribution of graduates is particularly strongly linked to his
bohemian and gay indices, as well as to cultural and recreational amenities
and city size. These characteristics seem to have a particular influence on
concentrations of high technology activity, although one might expect the
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same to apply to concentrations of other knowledge-based activities,
including advanced services.

The core of the argument, however, involves hypotheses about the influ-
ence of social openness on competitiveness via attraction of talent and
promotion of innovative behaviour. This would reflect a particular form of
social connectedness, but one which contrasts strongly with other versions
of cohesion in which social and cultural capital are used to secure social
closure and reproduction of a status quo. And places which score highly in
terms of tolerance and creativity may well not be (or feel) particularly
secure places — at least in their central areas — or be particularly attractive
to other middle class groups (e.g. Savage et al.’s (1992) corporate middle
class), whose tastes are more for domestic/rural recreations than more
urban sophisticated activities. These groups may still manage to live quite
well within dynamic city regions in the context of segregated outer areas,
though it may require higher salaries to retain them in areas where overall
house prices reflect the demands of those with stronger urban tastes.

Educational achievement and middle level skill shortages

The argument in this case is rather more straightforward. Whereas high
level talent can be recruited in large part from national (and international)
pools of ‘talent’, as McCann and Sheppard’s (2001) analyses of UK grad-
uate movements show, middle and lower range skills are very largely
drawn from more local populations: for example, Gordon, Travers and
Whitehead (2003) show that half the hard-to-fill vacancies in London were
in occupations (below the level of professionals, managers and semi-
professionals) where most employers were looking to recruit them from
within the city. Hence their supply is dependent on the capacity of the local
population and schooling system to produce an adequate supply of what is
required, including (in major service centres) unusually strong demands
for workers with basic office skills or potential. The output of schools is
very heavily conditioned, however, by the social composition of their pupil
intake, both directly and through peer group effects. In particular, analyses
by Gordon and Monastiriotis (2003) point to strong negative effects on
GCSE exam results from concentrations of lone parents, the unemployed,
lower socio-economic groups and some ethnic minorities. In the first two
cases at least, aspects of social cohesion — both inequality and disconnect-
edness — are clearly involved as causal influences in a process whose
outcomes must affect the skill supply. And, at least in London, there is
evidence of large-scale skill shortage (both in terms of hard-to-fill vacan-
cies and employers’ perceptions of skill deficiency among existing work-
ers) in relation to middle range occupations in offices and service outlets, if
not of a particular demand for qualifications (below degree level). But
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comparative evidence across areas (Green and Owen, 2001) does not
currently point to any clear link with differences in outputs of local educa-
tion systems: mostly what it shows is a general degree of supply inelastic-
ity, since shortages are clearly strongest in successful areas with high and
growing demands for labour.

Crime, disorder and urban image

Crime is among the ‘soft’ location factors which have increasingly been
cited as relevant to location decisions, principally as an influence on the
available quality of life for employees (e.g. Gottlieb, 1995). Despite grow-
ing concern expressed by businesses about risks to their workers, within
the UK it never figures highly among factors affecting location on an inter-
urban scale (see, for example, OMIS, 2003). Internationally, crime rates
are perceived as an important influence on tourism, though generally only
in relation to places with extremely high rates of street crime. Similarly, in
the extreme circumstances of the Troubles, both investment and tourist
flows to Northern Ireland clearly suffered. In mainland Britain, both
Glasgow and Liverpool have suffered in the past variously from reputa-
tions for militant socialism, violent razor gangs or rioting, though there is a
lack of hard evidence on the scale of effects. Within our research
programme no direct evidence was gathered from potential inward
investors, or discouraged tourists, but neither the Glasgow nor London city
studies (which each considered this issue) found any indications that fear
of crime or disorder in either city was holding back development: ‘Any
negative perceptions . .. [would] mainly affect where within the city
investment occurs, not whether it comes to the city at all’ (Turok et al.,
2003, pp. 52-3). And in London they did not figure at all among the reasons
cited by the businesses potentially moving out (Buck et al., 2002). These
are issues, however, where thresholds are clearly important, and problems
can be triggered by quite specific incidents. Hence we cannot know reli-
ably how far social inequality and connectedness would need to deteriorate
in order to have major negative impacts on the image of British cities as
business centres, such as happened to New York in the late 1960s.

Business crime, investment and profitability

Firms which would not consider moving away could still be substantially
affected in terms of profitability and growth potential through experience
of repeated crimes such as burglary and vandalism. Indeed, recent survey
data report 30 per cent of British businesses as experiencing some disrup-
tion to trading as a consequence of crime (BCC, 2004). A particularly high
incidence of such crime in shopping centres suggests that more locally
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oriented businesses might be especially vulnerable, however. In that case
there is likely to be more of an effect on local real incomes than on external
competitiveness. The London study, which focused on firms that were
likely to have wider markets, still found many that had experienced
repeated crime. But surprisingly rarely among these was it seen as a major
problem, since to a considerable extent it could be dealt with by effective
and affordable security measures. Neither, though its form varied, was
business crime a risk peculiar to areas of deprivation. As a motive for relo-
cation it was clearly much less important than traditional concerns with
premises, transport links and (sometimes) labour supply (Buck et al.,
2002).

Trust, clusters and business growth

As noted in Chapter 2, one element in the NCW with substantial support
from the academic literature is the proposition that strong local social
networks and ‘institutional thickness’ have become increasingly important
for competitiveness. A particular reason is the need for greater collabora-
tion between firms, and the level of trust required for these in a context of
high risk and rapid change. A particular version of this argument is devel-
oped in relation to innovation and knowledge-intensive activities in
Chapter 6.

Evidence from at least three of the projects in the programme, however,
raised substantial doubts about the importance of the social capital available
in particular places for firms’ competitiveness capacity. One ground for this
was that, while collaboration and external economies were both important,
especially for the more innovative kinds of business, neither was necessar-
ily very local. Key external economies for such businesses around London,
including the pool of specialized labour, were found to operate at a broad
regional scale, often across the Greater South East. And business collabora-
tions with firms in other regions and countries were as likely to contribute

to success as those with partners, clients and suppliers closer at hand
(Gordon and McCann, 2005; Simmie, 2004; see also Chapter 6 in this
volume). The second ground for doubt about the significance of cohesion
was the limited value ascribed by businesses in our interviews and surveys
to institutions or the opportunity to build relationships. The London integra-
tive study found firms in the region to be very sceptical about the value of
involvement in local institutions, and both this and the Glasgow/Edinburgh
study found relatively few firms who recognized significant network-build-
ing advantages from spatial clustering. There were modest exceptions to
this in all three cities, including an active network of ‘business angels’ in
Edinburgh (Turok et al., 2003), but there was much stronger evidence of the
importance of straightforward agglomeration economies. The London
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study concluded that its value as a location: ‘is predominantly in the array of
possible business links that can be pursued to cope with shifting market
circumstances, rather than in building more restricted and durable partner-
ships: agglomeration promotes weak rather than strong ties’ (Buck et al.,
2002, p. 369). Simmie (2004) characterizes this as a ‘pick and mix economy’.

Solidarity, motivation and productivity

In its simplest version, this hypothesis suggests that strong forms of iden-
tity, stability and social solidarity in particular communities should also
facilitate co-operation in the workplace, offering some of the advantages
which employers in primary labour markets have sought to create through
their personnel strategies. Traditionally, such co-operation went with levels
of unionization which are out of fashion under the NCW, the new, flexible
economy apparently requiring a different culture of teamwork. Areas with
a historically strong labour organization are supposed to have become
unattractive to inward investment, although other (more open) forms of
social cohesion may be positively valued in terms of the work habits and
aspirations which they encourage. The Cities projects have little empirical
evidence to offer on this, though the London study did conclude from its
employer interviews that there was very little evidence of businesses feel-
ing constrained either by local cultures of opposition/non-co-operation or
by anomie. Particular dissatisfaction was expressed about the availability
of ‘soft skills’ in teamwork and customer relations in some parts of the city
(Buck et al., 2002), which may be linked to their social structures, but not
straightforwardly to any of the main dimensions of cohesion.

These empirical findings are (in varying degrees), fragmentary, tenta-
tive and place-specific and may well omit other plausible paths of connec-
tion between aspects of cohesion and competitiveness. But, taken together,
they cast very substantial doubt on the notion in the NCW that there are
generally significant and positive links from stronger social cohesion to
greater competitive success at the urban scale.

Conclusions

Among the positive aspects of the NCW are: the recognition that
economic, social, governmental (and environmental) factors interact with
each other in the context of particular places; and acceptance that urban
problems (and now potential too) require a mix of policies addressing all of
these kinds of factor, rather than one identified as key.

There are also negative aspects linked to these, however, some of which
we have already encountered in previous chapters. Among these are the
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fuzziness of the concepts used to represent these factors, and particularly
the inadequacy of ‘cohesion’ as a way of characterizing the array of ‘social’
structures, characteristics and processes likely to affect competitive perfor-
mance, governmental capacity and quality of life in particular cities. In the
policy context this is dangerous because it can lead to both over-simplistic
and over-optimistic assumptions as to how ‘joined-up’ action can pay-off,
often by-passing those social factors which (still) make progress particu-
larly difficult.

The problem is that the propositions of the new conventional wisdom
fulfil not only intellectual but also ideological and political functions, for
which ambiguity is an asset rather than a liability. Effective responses to
the challenges of the new economy — as well as to more old-fashioned
kinds of problem which are of continuing importance for city residents and
businesses — depend on a strategy of clarification, disaggregation and
empirical testing. A first effort has been made in this chapter, exploring one
side of the ‘urban triangle’, the hypothesized link between urban cohesion
and urban competitiveness. In one direction (from the economic to the
social) this pointed to significant, but uneven connections for different situ-
ations and aspects of cohesion. In the other direction (from the social to the
economic) only one connection was identified as potentially significant.

In Part 11, a series of more focused examinations of some key sectors,
processes and institutions will push this strategy rather further. From the
present more broad-brush exploration, however, one particular lesson may
be highlighted: this is the importance of being explicit about the spatial
scales over which different kinds of process would be expected to operate,
given both varying constraints on individuals’ field of action, and the vari-
ous kinds of spatial externality arising from interaction between them.
Connections between economic competitiveness and social cohesion need
to be seen in relation to a number of different spatial scales, and operate
differently at each of these. Thus, if greater competitive success can be
shown to substantially reduce social exclusion at the regional level, we
certainly should not assume that local concentrations of socially excluded
groups can be dissolved through initiatives to promote local competitive-
ness.



PART II

Key Sectors, Processes and
Institutions



Chapter 6

Knowledge, Innovation and the
Competitiveness of Cities

PHILIP COOKE and JAMES SIMMIE

Introduction

Within the NCW, the innovative capacities of major urban areas are a
crucial element in the argument that a society’s success in the ‘new econ-
omy’ depends on its cities, and that these are likely to be major beneficia-
ries from current economic changes. The general emphasis on
innovativeness reflects beliefs both in the current/future importance of
innovation-intensive sectors of the economy (including high technology
industries and services) and in the enhanced significance of product inno-
vation now as producers in the advanced economies are forced to engage in
quality-based competition. The specific emphasis on cities’ capacities
relates to their continuing prowess as repositories and generators of knowl-
edge, and especially of those entrepreneurial processes through which this
is selectively transformed into marketable and commercially viable ‘inno-
vations’ in goods and services. During the last century it was shown that
substantial parts of this set of capacities could be institutionalized within a
large corporation operating from multiple locations. In the ‘new economy’,
however, it is believed that (once again) they are coming to depend very
largely on:

(a) interactions across the boundaries of the firm;

(b) contributions acquired (through or outside the market) from other
economic actors who are most reliably accessed on a local basis;

(c) the externalities of locating within particularly dynamic or supportive
kinds of agglomeration.

There are differences of view as to how far the most favourable locations
are actually those with closely related kinds of specialization, those with a
more diverse array of strengths, or (conceivably) those that somehow
combine specialization and diversity. Neither is it entirely clear how ‘local’
linkages need be in order to be effective, and thus whether innovativeness
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is a property of core cities (even perhaps of particular districts within them)
or of more extended urban regions. But, at some level, agglomeration is
seen as being a key to the innovativeness which the new economy specially
values.

Empirical evidence certainly points to innovative activity being spread
unevenly across space, and in many cases highly concentrated in particular
urban regions. For example, if we consider the ‘export’ of patents to other
countries as an indicator of globally significant innovative activity, we find
(in three countries for which detailed locational analysis has been under-
taken) that in the UK over 60 per cent of such activity occurred in the
London region; in Italy over 67 per cent occurred in the Milan and Turin
regions; while in the USA over 60 per cent of Japanese R&D laboratories
were located in just four states (home to Boston, New York, Chicago and
Los Angeles/San Francisco), where only 33 per cent of production plants
were found.

Knowledge is defined here as covering the intellectual basis of techno-
logical products or processes, and the know-how/experience needed to
develop them into marketable commodities. Both are required for innova-
tion, as the process that turns new ideas and inventions into commercial
products and processes. It is an iterative activity involving a series of inter-
actions between different individuals, organizations and institutions during
the development life cycle up to successful commercialization of new
economic knowledge, whether in the form of a new product or a new
process. Entrepreneurship is a key element in relation to risk taking and
overcoming of the uncertainty that pervades the process of innovation.

Although individual innovating firms are the main actors in these
processes, their high levels of concentration in a limited number of city
regions suggests that there are also significant elements external to the
firm, and characteristic of those cities rather than others. Within the USA,
on an innovation index relating the density of innovations per thousand
population to a national average (of 1), Audretsch (2001) shows San
Francisco scoring 8.9, Boston 8.7 and New York 4.2, making them the top
three, with Los Angeles seventh at 2.9 and Chicago tenth at 2.6. Some other
cities do score below the US average (such as Miami at 0.5). An explana-
tion for such ‘city innovation advantages’ (Cooke, Davies and Wilson,
2002a) lies in local knowledge ‘spillovers’, enabled by the ‘social capital’
that surrounds specific industry clusters in geographic proximity. Thus
Boston and Los Angeles score high on innovative manufacturing
‘spillovers’ in varieties of computing and electronics, as does San José in
California (within the San Francisco Standard Metropolitan Statistical
Area). New York does so for office machinery and radio/television equip-
ment, while for Chicago process control instrumentation is the leading
example.
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As Audretsch (2001) also argues, these ‘spillovers’ explain why the link
between R&D activity and innovation, which was the focus of Griliches’
(1979) ‘knowledge production function’, only holds for broad country or
industry aggregates. At the micro-economic level, the strength of the rela-
tionship is halved in the case of the largest corporations, and fails
completely for small and medium enterprises (SMEs), which are highly
innovative in some sectors despite investing little or nothing in R&D.
Entrepreneurial SMEs acquire economic knowledge largely through
spillovers, including dynamic external economies, which can include
‘local proactivity’ to develop networks of social capital (Cooke and Wills,
1999).

In what follows, we shall first examine in rather more depth why inno-
vation is crucial to competitiveness, whether in or outside cities, highlight-
ing some weaknesses in the dominant ‘innovation systems’ paradigm
(particularly in relation to the role of demand). Then we examine evidence
on the spatial concentration of innovation within Europe, highlighting its
links with international trade. This is followed by an analysis of clustering
by firms and institutions in relation to a range of location factors. This leads
to a final section that relates back to the role of cities in knowledge gener-
ation and ‘knowledge economies’.

Our overall argument starts from the proposition that regional supply-
side externalities involving knowledge spillovers and social capital are
significant factors that distinguish the most innovative cities from the rest.
These are a necessary but not sufficient cause of the high levels of innova-
tion found in a minority of cities. In addition to these supply-side factors,
demand also matters, but it is not simply or primarily a matter of local
demand. In particular, exports and the circulation of international knowl-
edge through trading relationships are significant in deciding which are the
most innovative and competitive cities.

\Why is innovation important to urban competitiveness?

A point of departure for explaining the degree of concentration of both
R&D inputs and innovation outputs in major urban centres of innovation
specialization and excellence is the traditional theory of comparative
advantage. In the context of a world in which producers of comparable
goods competed simply on price, this explained patterns of specialization
in terms of differences in factor endowments, including inherent differ-
ences between places in their relative productivity in different functions.
This might be simply a matter of industrial specialization, including that
in knowledge-intensive sectors, or it may also include specialization
within sectors in some particular functions, including those most allied to
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innovation. Adding a recognition of economies of scale, boosting produc-
tivity in those activities which are concentrated within a particular area,
implies some intensification of this pattern of specialization, particularly
for functions and types of firm where external economies are important
(and positive). Within this framework, the role of innovation is implicit at
most, as one of the factors contributing to ‘productivity’.

The adaptation of this theory into a modern perspective on ‘competitive
advantage’ (Porter, 1990) gives appropriate product innovation a much
more central role, however, since competition is now supposed to be
focused on the distinctive qualities which products offer (rather than
simply a price:quality ratio). Within what have often become global value
chains, Porter emphasizes the crucial role of firms’ ‘home bases’, from
which design and strategic marketing are controlled (and of their local
environment), in determining competitive success. Particular qualitative
strengths of specific city-regions — in relation to specialized skills, suppli-
ers and information sources, rivalry among local competitors, and discrim-
inating local consumers for some kinds of products — then emerge as both
cause and consequence of localized clusters of successful firms in related
kinds of activity. The clustering process is supposed to optimize productiv-
ity, innovation and entrepreneurship around specialized knowledge. Firms
‘swarm’, as Schumpeter (1975) put it, around these points of knowledge
monopoly, trying to imitate or emulate the first mover firms.

Let us take software as an instance of this process of building urban
competitiveness. Microsoft is a monopoly producer of operating systems
software, securing its monopoly by litigation and acquisition of specialist
firms that produce compatible products, such as Hotmail. Because
Microsoft is less directly innovative than acquisitive, it depends on Silicon
Valley firms (amongst others) to stay ahead technologically. This is why
Seattle, home to Microsoft, is not among the leaders in the urban innova-
tiveness ranking discussed above (although at 1.7 it is above the national
average). Silicon Valley is home to numerous software firms — including
Oracle, Siebel, and Adobe — and Microsoft has a presence there. Most of
these firms are specialists in organizational software or (like Adobe)
specialist access products. One of these specialities is enterprise resource
planning (ERP) software that organizes activities such as a firm’s logistics.

For the standardized production of solutions, where major man-hour
commitments are required, such firms sub-contract to independents or allo-
cate internally to branch software houses in Bangalore (India), where a
major cluster of such producers has swarmed to access high quality, low
cost labour (Fromhold-Eisebith, 1999). Thus one cluster has spawned
another. For instance, where such software had high data security require-
ments, such skills were accessed from yet another software cluster where
Internet ‘firewalls’ solutions were innovated, and where there are now
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some 3,000 start-up data security businesses in Herzliah, near Tel Aviv in
Israel (see Teubal, 2001). In Dublin, Ireland, there is a major software clus-
ter adapting the products of Microsoft, Oracle, Lotus and others for inter-
national use but to national specifications, including call-centre aftercare
(O’Malley and O’Gorman, 2001). Four urban clusters (some global leaders
in innovation, some less so), each specializing in distinctive parts of the
software value chain, are the way this global industry organizes substantial
segments of its products and markets. The key point is that each urban
setting is globally competitive in its particular niche within the global value
chain because it is competitive in some combination of capabilities that
enhances the efficiency and productivity of the industry as a whole.

Continual innovation appears to be one of the most important character-
istics of these nodes in international value chains, and innovation plays a
significant role in the export base of such urban regions. Our evidence
suggests that it is crucial to internationally competitive exports. Insofar as
these contribute to the economic growth of cities, they form a key to their
competitive success. Two self-reinforcing processes involved in innova-
tion and exports also lead to the concentration of innovation in a minority
of cities, namely trade and international knowledge spillovers. In order to
trade competitively, innovators need to know what the leading world
current best practice is in their particular specialization. Much of this will
spill over from demanding international clients and customers via their
trading relationships. The most open, trading cities with the strongest
export bases will form nodes in the systems of international knowledge
spillovers and circulation. Innovative firms in these cities should gain
competitive advantage both from the quantity of trade and knowledge
spillovers and from being the first to receive such new economic knowl-
edge. These processes could establish a cumulative cycle of competitive
advantage over cities with lower levels of trade and international best prac-
tice knowledge spillovers.

Within the research programme, an analysis was undertaken of the loca-
tions of customers and clients of samples of innovative firms in five city-
regions, drawn from those who won awards under the Basic Research in
Industrial Technologies for Europe (BRITE) programme (Simmie et al.,
2002). Results showed that in all cases national markets were important for
sales of the award-winning innovations but, in three cases (the interna-
tional trading cities of Amsterdam, Paris and London), more customers
were located in the rest of Europe and the USA than in their own regional
and local areas. In the other two cases, Stuttgart and Milan, this was less
true, and for Stuttgart local customers were significantly more important
than those in the US market. Taking over 60 per cent export sales as an indi-
cator of internationalization, 100 per cent of the Amsterdam innovators fell
into this category, compared with 86 per cent in Paris and 56 per cent in



102 Knowledge, Innovation and Competitiveness

London, but just 20 per cent in Stuttgart and 18 per cent in Milan (Simmie,
2001). This suggests both the importance of innovation as a basis of inter-
national trading linkages, and also great variations between leading centres
in the importance of these links for their innovative capacities, reflecting
the extent to which historically these had functioned as international or
regional centres

In the regional economic literature, export demand-based models have
emphasized the role of cumulative causation and agglomeration in ampli-
fying the effects of strong export performance. In particular, Kaldor (1970)
and Dixon and Thirwall (1975) developed the idea that successful export-
ing regions can exploit the benefits of economies of scale and specializa-
tion, to raise their performance both in terms of exports and overall output
growth. Later developments of these ideas in a neo-classical framework by
Krugman (1991) explicitly incorporated the effects of external economies
of scale, with geographical concentrations of economic activity improving
productivity and thereby raising sales. Further, Krugman argues that much
of the trade between nations (and regions) is based on such specialization
to take advantage of increasing returns to scale, rather than differences in
(initial) factor endowments. He does not discuss the particular processes
through which external economies operate, but in relation to Porter’s
analysis the point is that much of the qualitative advantage offered by
regions housing successful (innovative) clusters — including those associ-
ated with specific supply-side qualities — can be seen as a consequence of
their growth, not simply as an exogenous cause.

The argument that the degree of innovativeness of a city is likely to be a
key factor in its competitiveness, and hence its growth performance,
receives some support from micro-level research on factors causing firms to
grow (Geroski, 1999). Beyond well-known generic tendencies — such as
small firms growing faster than large (on average) and all doing better in
booms — the one key feature to stand out amidst the complexities of the data
was that growth depends on innovation. At the firm level the relationship
can be erratic and uncertain, but an innovative (and growth-oriented) envi-
ronment compensates considerably for micro-level market imperfections,
meaning spillovers have a real economic value for entrepreneurship, innov-
ativeness and competitiveness. One consequence, argued by Porter (1998b),
is that clustering stimulates new firm creation through spin-offs as well as
pure start-ups, since geographical proximity gives an advantage in access-
ing new knowledge, new technologies, new funding opportunities, new
skills and new markets. Barriers to entry under such circumstances are
likely to be lower for an entrepreneur already in the knowledge pool, and
those entrepreneurs are absolutely advantaged compared to those outside it.

This is underlined in a study of SME innovation and competitiveness
by Cosh, Hughes and Wood (1999) where they conclude that the more
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innovative among small firms can act as a seed-bed for technological
change and industry evolution, taking impetus for their innovativeness
from the competitive environment in which they find themselves. The
product innovators among such firms are likeliest to be taken over (cf. the
Microsoft growth by acquisition approach already noted), while those that
are process innovators are less prone to firm failure than other kinds of
innovators. Accordingly, process innovators may be the best kind of entre-
preneurially innovative firm to form the bedrock of a competitive urban
setting, although to the extent product innovators retain product develop-
ment authority they also help their location outperform others.

Evidence on spatial concentrations of innovation

Sub-national data on innovative activity and outcomes has awaited official
recognition of their importance in driving trade and economic prosperity.
In the case of the European Union this was early in the 1990s, although
initially its data focused more on inputs than on outputs. The first available
comparisons relating to 1995 recorded R&D expenditure as a percentage
of regional GDP. For the UK these showed that by far the greatest concen-
tration was across the Greater South East, a much extended version of the
London region. In France there was a similar concentration in the Ile-de-
France region around Paris, but also in the Midi-Pyrennees around
Toulouse. A subsidiary concentration was found around Grenoble and
Lyons. The fourth major European concentration was in southern
Germany, in a broad region including both Munich and Stuttgart. Major
urban areas were found within each of these concentrations, but both in
Britain and Germany the regions also involved substantial hinterlands.

A more detailed analysis by Hilpert (1992) of the spatial distribution
within Europe of publicly funded R&D found that up to three-quarters of
this was concentrated in 10 ‘Islands of Innovation’. These were identified
according to the following criteria:

(a) specialization in more than one of the three techno-scientific fields
studied;

(b) more than 20 per cent of public R&D expenditures in the country
concerned;

(c) strong presence of both research institutions and enterprises;

(d) roles as ‘knots’ in the web of European co-operation (Hilpert, 1992,

p. iv).
The ten major European ‘islands’ identified in this way are Greater

London, Rotterdam/Amsterdam, Ile-de-France, the Ruhr area, Frankfurt,
Stuttgart, Munich, Lyons/Grenoble, Turin and Milan.
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A weakness of this type of input data for measuring innovation is that
there is no guarantee that expenditure on R&D always leads to commercial
innovations that appear in the market place. Innovation outputs are clearly
a better measure of real rates of innovation than inputs. In the USA,
Audrestch and Feldman (1996) developed such a measure from a compila-
tion of published product announcements. In the EU the Community
Innovation Survey (CIS) now also provides an output measure of innova-
tion, based on firms’ responses to questions about new products or services
they have introduced on to the market. Mapping of these at county level for
manufacturing firms in England and Wales again shows that the Greater
South East as a whole contains the highest concentrations of innovation,
but at this spatial scale it is evident that the areas with high rates of innova-
tion are actually outside London. In the case of manufacturing, innovation
seems to be highly concentrated in a set of counties forming a western arc
around outer London (the UK’s manufacturing Sunbelt). In the case of
knowledge-based services — which are actually much larger employers in
this region — London’s own performance looks stronger, but the highest
rates of service innovation are found in a ring of counties right around
London, and up to 100 kilometres or so out from the centre.

Whether the coincidence of high innovation rates for both manufactur-
ing and services in the Greater South East reflects a common underlying
influence or the effect of one on the other is an important unresearched
issue. Do regions such as this benefit, for example, from traded or untraded
knowledge exchanges between innovative services and manufacturing? It
is conceivable that part of the relatively high performance of manufactur-
ing firms in the South East is due to the easy exchange of management,
financial, marketing and advertising expertise that is highly concentrated
in the region. It may also be the case that the international consultancies in
these fields based in London are key intermediaries in the transfer of
knowledge of best practice from abroad. What is clear, however, is that
within the advantaged area (in relation to both manufacturing and
marketed services innovation) is an extended version of the London region.

The significance of clustering effects and other location
factors for innovation

Explanations for the spatial clustering of innovations fall into a number of
different camps. Some of these, adopting a life-cycle perspective, associate
innovation with the early incubation phase of business development, and
emphasize the supportive environment which larger cities or city-regions
provide for new firm formation and development. This may take the form
of local access to potential sub-contractors, service suppliers and skilled
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labour, to meet needs which the firm cannot yet provide for directly. This
harks back in part to Schumpeter’s (1939) view of exogenous inventions
being sought out by entrepreneurs, brought into their (usually small)
companies and turned into commercial innovations. A second line of argu-
ment focuses on the creative aspect of innovation, and highlights ways in
which particular kinds of diverse, liberal and internationally connected
agglomeration may stimulate and support novel combinations of ideas,
with rapid feedback on both technological and demand trends. This ‘buzz’-
oriented perspective reflects some of Jane Jacobs’ (1961) ideas about
sources of urban vitality. In counterpoint to this, another more recent (and
less anarchic) strand of argument has focused on the development of
networks of trust among a local (or regional) community of firms as the
basis for collaboration in otherwise very risky enterprises, and the devel-
opment of shared bodies of tacit knowledge (Maillat, 1991). Part of the
significance of'this ‘social network’ view is that it suggests a particular role
for local governance in catalysing the development of such networks
(Gordon and McCann, 2005). This may be particularly helpful in assisting
innovation among small and medium-sized firms which lack the internal
resources that enable big firms to innovate more rapidly.

Though all of these ideas are widely canvassed within the NCW,
evidence on the relative importance of the different kinds of explanation,
their varying salience for particular sorts of activity, and the specific loca-
tional factors which determine where successful innovation is carried out is
still generally lacking. Within the research programme, one major effort to
explore these issues was pursued through a survey of innovating firms in
the five-city BRITE study referred to earlier. In particular, firms were
asked to rate the importance of a large number of potential reasons why
they would choose to locate the development of a new innovation in their
particular city region. Analysis of their sets of responses suggested five
fairly distinct groups, relating to:

(a) transport and communications (internally and externally);

(b) traditional urbanization economies (skills and specialized services);

(c) availability and costs of factors (premises, capital and labour);

(d) production and consumption linkages (suppliers, customers,
competitors, collaborators and informants);

(e) social networks (friends, ex-colleagues, public business support
services).

This ordering actually represents the average importance given to differ-
ent types of reason, and seems to reflect a fairly traditional evaluation,
giving priority to the harder location factors, and least importance to social
networks. At a more disaggregated level, the highest rating was actually
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given to availability of professional labour, followed by access to interna-
tional airports, and (then) to the national road network. Among the basic
‘factors’, premises were given most weight, and finance the least. Within
the group of traditional urbanization economies, neither general nor
specialized business services were rated as highly as availability of skilled
labour pools. All of the aspects of transport availability (including rail and
internal access to the central city) were accorded more importance than
these services. Among the potential business linkages, proximity to collab-
orators was given the most importance, while very little weight was given
to closeness of competitors. Each of the ‘social network’ connections
received a rather weak rating, with the least so being availability of public
business support services (Simmie ef al., 2002).

Overall, these figures suggest that factor costs are not the most impor-
tant consideration in firms’ decisions to locate their innovative activities,
presumably because innovating firms are competing more on the basis of
quality than of price. Thus, although they must have suitable labour,
premises and capital, high costs can be borne because they are able to sell
high priced innovative goods and services in international markets. In
order to accomplish this, however, firms need access to pools of high qual-
ity labour, relevant services, and transport and information infrastructure.
Professional and technical experts are essential to innovation. Without
their knowledge and experience firms would find it very difficult to inno-
vate at all. The interchange of ideas between them within their city region
and with suppliers, customers and clients in other regions is facilitated by
transport and communications infrastructure. Large pools of high quality
labour and highly focused infrastructure systems are a key feature of the
five cities studied. This is particularly true with respect to the international
capital cities of Amsterdam, Paris and London.

Urbanization economies, such as those identified above, provide rich
milieux in which firms may innovate. Nevertheless, innovating firms do
not necessarily interact on a regular basis with other firms within the
region, even those within their own sectors. Indeed, the ability to innovate
without reliance on regular interactions or strong ‘network’ connections
may be one of the advantages conferred by large metropolitan capitals such
as Paris and London. The availability of large labour pools and thousands
of other firms allows firms in these regions to ‘pick and mix’ their required
inputs to innovation according to the stage of their development and their
changing needs at these different stages. Firms located in the smaller urban
regions (such as Milan and Stuttgart) that do not possess such extensive
urbanization economies may need to collaborate more actively among
themselves in order to reap similar economies of scale.

Differences between the more and less international of the centres were
highlighted in relation to the importance accorded to proximities to
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suppliers and collaborators, with firms in Stuttgart (especially) and Milan
giving significantly greater weight to local suppliers and customers. This
rather parallels the differences in market areas that we noted earlier, and
reflects the differing roles played by local supply networks in the innova-
tion systems of the two regional cities as compared with the three interna-
tional cities. Somewhat similarly, proximity to collaborators is more
highly rated in Milan and Stuttgart than in London or Paris, though
Amsterdam respondents also give a high score for the importance of prox-
imity to collaborators. It may be inferred from this analysis that some of
the local linkages associated with clustering behaviour of the Porter
(2000) type are more common in the regional than in the national capital
cities studied. The London ‘integrative city’ study found that innovating
businesses in London were externally oriented, with no particular interest
in local clustering, and that the positive effects of joint ventures and strong
customer/supplier links were not at all dependent on where the other party
was located (Buck et al., 2002; Gordon and McCann, 2005). The compar-
ative evidence suggests that this is not true of all successful centres of
innovation, however, and that in Stuttgart and Milan at least firms value
and use local networks and linkages more than firms do in the larger capi-
tal cities.

One implication is that there can be no single generally applicable model
of the way in which cities contribute to the innovation process. But among
the programme’s studies of competitive developments in British cities,
there was a notable lack of evidence associating local success with strong
industrial clusters. In particular, from an econometric study of growth in
109 British cities during the last five decades, Begg and Moore found that:
‘the degree of industry specialisation at the beginning of the period reduced
employment growth in that industry in a city . . . This suggests that . . . any
benefits from urban industrial clusters are weak or being offset by the bene-
fits to be gained from dispersal’ (Begg and Moore, 2001, p. 3).

Within the Greater South East, Hart and Simmie (1997) reported that
local linkages were not a marked feature of innovative firms in
Hertfordshire, while neither Gordon and McCann (2000) nor Oakey,
Kipling and Wildgust (2001) found substantial evidence of active cluster-
ing inter-linkages among London and south-eastern firms. Simmie (2003)
does find that face-to-face meetings involving project leaders were impor-
tant for innovators in the region; but, with a typical frequency of once a
month, and a time-frame of a day for the meetings, this did not require very
close proximity. Within the IT cluster of the Thames Valley, where
recorded levels of innovation are high, Buck et al. (2002) concluded that
the main spatial externalities were in access to a shared pool of highly
skilled labour. In line with the conclusion of Hendry et al.’s (2000) cross-
national study, Simmie (2004a) concludes for the UK that:
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Contrary to the local clustering hypothesis, market-leading innovative
firms seem to be part of an internationally distributed system of innova-
tion . . . The knowledge and information they employ in innovation are
concentrated within the firms themselves or gathered from non-spatial
sources such as government and industry standards and regulations.
Intermittent face-to-face meetings at trade fairs, exhibitions and profes-
sional gatherings are also important. Urbanisation economies are also
significant because the size of an agglomeration influences the variety
of inputs and contacts that may be made on a pick-and-mix basis during
the development of an innovation. (p. 1,111)

Part of the reason for this is — contrary to some of the assumptions of the
NCW — the continued and possibly growing importance of multinational
corporations (p. 1,109).

Knowledge economies and the role of cities

We come now to a key implication regarding cities, innovation and
competitiveness which arises from our earlier observations: that knowl-
edge-based industry now accounts for 70 per cent of world trade, and
rising; that an unknown quantity but not unreasonably the overwhelming
majority of this production and trading activity occurs among cities; but
that only a few cities in any given country are full beneficiaries of the status
of ‘knowledge economies’. We have noted the multiples by which US
innovative cities exceed the average. This is more or less replicated for the
same country when comparable analyses are performed for knowledge
intensive services and manufacturing together. This was done by Norton
(2000), who showed that when knowledge economy firms reach the stage
where they are floated on stock exchanges by making an initial public
offering (IPO) of company stock, what he calls ‘Digital IPOs’, the cities
highest ranked by digital IPOs per million residents were the usual suspects
plus a few. Easily top was San Francisco/San Jose with a score of 142
(against a norm of 1), second was New York (83), third was Boston (47)
and fourth was Los Angeles (35) but Chicago was lower at eleventh (13),
perhaps indicative of its rather more pronounced ‘old economy’ character
than the others, as we hinted earlier.

Norton concluded that when we ask why this pattern reproduces itself so
regularly, the answer begins to be evident. The financing of IPOs is done by
venture capitalists. This mechanism interacts with the statistical indicators
of number and density of a city’s scientists, engineers and other technical
human capital which either directly forms the entrepreneurial pool, or
attracts entrepreneurs to the pool. The argument is that, geographically,
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venture capital’s need for ongoing management of its investments deter-
mines cluster logic. This is because of venture capitalists’ need for rapid
‘hands-on’, face-to-face management interaction with their investments.
This can extend to ‘private clusters’ where management involves encour-
aging inter-trading within the portfolio (Cooke, 2002). Portfolio manage-
ment is thus place-specific and conditions whether ‘contact between the
VC [venture capital] partnership and the originating entrepreneurs
improves the chances that a fragile early-stage firm can traverse the slip-
pery path to a successful IPO’ (Norton, 2000).

If we home in even closer on that relationship in a particular industry
which is, despite its recent vicissitudes, something of an icon of the knowl-
edge economy, the Internet, and specifically the location of high densities
of domain names, we see a comparable pattern with very high positive
correlations between concentrations of domain name locations and those of
venture capitalists (Zook, 2000). Zook shows that of the top ten venture
capital locations in the USA by number of investments in 1999, the highest
was San Francisco (1,120), the second Boston (439), third New York (305)
and fourth Los Angeles (225). He then shows that the highest density of a
variety of Internet production and consumption variables (including
domain names) is found in San Francisco, New York and Los Angeles, and
after regressing these variables he concludes, like Norton, that the spatial
correlation is no accident but rather that the location of venture capital
investing has played an important role in determining the location of the
Internet industry. What is interesting about this analysis is that, for the
Internet, the correlation between ‘dot.com’ businesses and venture capital-
ists is much higher than with scientists and technologists. In Norton’s study
it is science and engineering talent that co-locates with venture capital to
explain the locations of the knowledge economy. But Internet talent is far
less circumscribed by scientific knowledge. Yet in both cases, at the heart
of the knowledge economies of the cities that display these characteristics
most prominently are, not universities or research laboratories but venture
capitalists. We can say with some confidence that cities with a good variety
of venture capitalists are likely to be the more competitive ‘knowledge
economy’ locations of innovative entepreneurship.

In the UK, we know the distribution of high densities of knowledge
economy business and it correlates with both high concentrations of
venture capital and the presence of highly-rated university research and
other kinds of scientific laboratories. These are largely in London and the
western side of the Greater South East, sometimes known as the ‘golden
triangle’ (ONS, 2001). A ranking of British cities in terms of knowledge
economy intensity — combining knowledge-based business density with
GDP and employment rates (Cooke et al., 2001) — identifies just ten (out of
25) areas above the UK average, led by London and the area to its north
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west, and including Cambridge, Oxford and two other areas within the
Greater South East, plus Bristol, Cardiff, Edinburgh and Aberdeen
(Scotland’s oil capital). Venture capital overwhelmingly concentrates in
London too, with small outliers in Cambridge and Oxford, and in
Edinburgh. Much of the regional venture capital in the UK is public in
origin or subsidized by public funding (R. Harding, 2000). Hence it is
unsurprising, given what has been said already about the propinquity
radius within which venture capitalists habitually work (Zook, 2000,
quotes a one-hour car-ride as the limit in the USA), that in the UK the
knowledge-based economy should be overwhelmingly found within
around a one-hour journey of central London.

Summary and conclusions

In this chapter we have argued that knowledge, innovation and entrepre-
neurship are significant elements in the competitiveness of cities. They are
also closely related to each other. We started with two basic observations.
The first was that the advanced economies are becoming increasingly
reliant on knowledge as the basis of production. The key inputs to more of
an increasing number of economic sectors are based on scientific, techni-
cal or creative knowledge. Knowledge and experience are also significant
in the development of innovation. This is widely regarded as the single
most important driver of economic competitiveness and growth.

Our second starting observation was that knowledge and innovation are
highly concentrated in a relatively small minority of urban regions. The
reasons for this are not adequately explained by traditional production
function analyses of firms. Thus some individually large firms seem to
spend a lot of money on R&D for relatively small returns in terms of inno-
vation. Conversely, many SMEs spend next to nothing on R&D and yet can
be very successful at innovating.

Our explanation that links these two observations together is that some
cities are more conducive to innovation among the firms located there,
partly because of rich sources of knowledge. These either spill over from
firms, organizations and institutions located in the region or circulate from
other, similar, urban regions by way of international trade. This is both a
supply and a demand side explanation of why knowledge and innovation
are highly concentrated in some cities rather than others.

On the supply side we have shown that some cities have many times the
knowledge resources of others. Prominent among these are San Francisco,
Boston and New York in the USA, and London, Paris, Amsterdam, Milan
and Stuttgart in Europe. It has proved difficult for firms in these areas to
keep all their new economic knowledge to themselves. Consequently it
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spills over to other firms and actors via such mechanisms as local labour
markets, supply chains and networks. Together these constitute what has
come to be known as social capital, which is available in cities (as opposed
to private capital which is confined to individual firms).

Rich local knowledge resources are critical to the development of inno-
vations in cities. Nevertheles, these, on their own, are insufficient to ensure
a continuous supply of intelligence about state of the art ideas and innova-
tions in the international economy. As competitiveness is partly measured
against success in gaining international market share and this is important
in generating economies of scale, demand-side international knowledge
circulation is also critical to innovation and urban economic growth.

The research findings summarized here suggest not only that innovation
leads to exports, but also that knowledge circulates between urban nodes in
the international economy partly as a result of trade. The most successful
cities are therefore those that are able to establish a virtuous circle of local
knowledge production and spillovers, combined with innovation, trade and
the stimulation of demands from international clients and customers for
leading edge products and processes. This much is consistent with propo-
sitions of the NCW. But the results lend much weaker support to some of
its more specific hypotheses about the role of social networks in special-
ized local industrial clusters as the key to innovation. For some of the lead-
ing cities considered in the research (notably London), international as well
as domestic relationships play a very strong role, although this is much less
true of others (notably Stuttgart).

As far as clusters themselves are concerned, several other important
qualifications to the popular model have been found. The first is that the
relevant spatial scale often appears to be (at least that) of the functional
region rather than something more local, and the second is that in broad
structural terms a combination of both diversity and specialization now
seems to be a key urban asset. Finally, at least within the most innovative
of British regions (the Greater South East), it appears that key urbanization
or agglomeration economies for innovators have rather more to do with
facilitating opportunistic ‘pick and mix’ relationships than enduring social
networks. All of these raise substantial doubts about the potential for policy
to stimulate growth in failing cities through strategies to develop innova-
tive local clusters.



Chapter 7

The Locational Dynamics of
Financial Services in Regional
Cities

NICK BAILEY and SHAUN FRENCH

Introduction

The chapter seeks to understand better the dependence of financial services
firms on urban locations. The production of financial services has long
been concentrated in cities, particularly the cores of the largest cities, and
the sector has been one of the key drivers of the urban revival over the past
decade. Within Britain, the eight largest core cities account for a quarter of
all employment in Britain, but almost half of all jobs in financial services.
These cities saw financial services employment rise by a total of 61,000
during the 1990s and this accounted for 8 per cent of their net growth.
Excluding London, financial services accounted for 12 per cent of net
growth. More precisely, the aim of the chapter is to understand how
concentration and urban location benefit financial service firms in regional
cities in Britain, and how these benefits vary for different activities or sub-
sectors. Following the core themes of this book, one concern is to assess the
relative importance of local factors as a whole in driving growth of the
sector (compared with external factors), and hence the scope for local
action to have a significant influence on the development of a centre.
Another concern is to assess the importance for firm competitiveness of
social cohesion, in the sense of shared understandings, conventions, norms
of behaviour or trust between a network of local actors. The value of cohe-
sive relationships is contrasted with the value of local competitive rela-
tionships arising from concentration or agglomeration.

Britain’s secondary or regional financial centres have been little studied
in recent years. Most research has focused on the impacts of restructuring on
the ‘global financial centres’ or ‘world cities’, such as London. These have
seen a growth in financial services activity as they play a crucial co-ordina-
tion role within an increasingly global financial system (Amin and Thrift,
1992; Sassen, 1994). One view is that the regional cities have benefited in
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the same way, albeit to a lesser extent. Sassen (1994) argues that they func-
tion as centres of co-ordination within their regions, providing a home for
the most advanced services and infrastructure. Leyshon et al. (1989) also
argue that regional centres were undergoing a resurgence during the 1980s,
in part by occupying national and regional roles which London had aban-
doned in favour of internationalization. The alternative view explored here
is that regional financial centres are becoming increasingly ‘thin’. They
may gain in terms of the quantity of activities being carried out, but growth
occurs predominantly in routine, lower order services while higher quality
functions are increasingly lost to the global centres. This obviously has
rather different implications for the development of these cities more
broadly. Furthermore, as the mix of activities is very different, the factors
underpinning the competitive position of these centres is likely to be differ-
ent. While it may be possible to conclude about London that competitive-
ness is based upon a high degree of local cohesion between firms (Thrift,
1994), this may not apply equally to the regional centres.

The structure of the chapter is as follows. The next section describes
spatial trends in financial services over the 1990s. This shows that the
regional centres have performed well in terms of overall employment
growth but suggests that there is a continuing drift of higher-order functions
and higher quality employment to London. The following section outlines
the range of factors which need to be examined as potential drivers of
change. This incorporates local demand and supply factors as well as exter-
nal forces. The section after that provides evidence for the relative contribu-
tion of these factors to trends in three regional cities with major strengths in
financial services: Bristol, Edinburgh and Glasgow. This section draws
mainly on interviews with a number of key actors in financial services firms
and other organizations conducted as part of two of the ‘integrated case
studies’ of the Cities programme. The final section concludes.

There are, of course, other aspects of the relationship between financial
services and cities which would fall within the themes of this book, notably
the impacts of change on cohesion in the sense of (in)equality or (dis)order.
Following Sassen (1994), it would have been interesting to explore
whether the restructuring of financial services within regional centres was
driving processes of gentrification and displacement to the same extent as
was evident in London or other global financial centres. Following
Leyshon and Thrift (1995), the work could also have examined the impacts
of restructuring on the withdrawal of financial services from lower income
groups and areas within these cities. The concern in this chapter is a
narrower one: to understand the drivers of growth in three regional centres.
It is recognized, however, that this growth is not necessarily unproblematic
or without negative consequences for significant sections of these cities
(see, for instance, French and Leyshon, 2003).
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Development of financial centres in the 1990s

Within Britain, employment in financial services is heavily concentrated
into the main urban centres, particularly London (Table 7.1). The top ten
centres contain half of all financial services jobs but only 27 per cent of all
employment. London alone contains over 30 per cent of all jobs in finan-
cial services and more than the rest of the top 25 centres combined, reflect-
ing its unique roles in national and international financial systems. During
the 1990s, financial services employment became increasingly concen-
trated as the larger centres saw above average growth rates. One factor here
is the improved performance of London. In the 1970s and 1980s, financial
services growth in the capital was well below the national average as rising
factor costs drove the decentralization of back-office functions to the rest
of the South East (Gentle, 1993; Leyshon et al., 1989). In the 1990s,
however, financial services employment in London rose well ahead of the
national average. London’s strong performance might be partly attributed
to cyclical factors rather than a re-concentration of employment in the capi-
tal; figures for the early 1990s were depressed by the recession which
primarily affected London and the South East. The rest of the top ten
centres are outside the South East, however, and they also saw financial

Table 7.1 Concentration of financial services employment

Size ranking  Share of employment Change:

1991/3 1998/2000  In employment  In share of

employment
1 30.3% 32.1% 13.8% 1.8%
2-5 10.4% 10.9% 12.2% 0.5%
6-10 7.4% 7.9% 14.3% 0.5%
11-25 11.0% 10.7% 4.9% -0.3%
26-50 10.6% 10.5% 6.4% -0.1%
51-100 11.3% 10.7% 2.3% —0.6%
101-373 18.9% 17.0% -3.2% -1.9%

GB 918,700 988,200 7.6%

Notes: Financial services are defined throughout this chapter as Divisions 65, 66 and 67 of the 1992
Standard Industrial Classification (SIC). Full-time equivalent (FTE) figures calculated assuming two
part-time jobs equal one full-time job. Employment figures are for former local authority districts, aver-
aged for successive time periods to reduce sampling errors. Greater London treated as a single centre,
as are Birmingham/Solihull, Bristol/South Gloucestershire and Manchester/Salford.

Source: Census of Employment (CoE)/Annual Business Inquiry, via NOMIS.
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services employment increase at well above average rates. Centres further
down the size distribution tended to see much lower growth rates. At the
bottom end of the distribution, employment in financial services actually
declined slightly.

There are also some significant movements by individual centres within
the rankings. A longer-term picture can be gained by making comparisons
with the rankings for 1974 and 1984 produced by Leyshon et al. (1989: see
Table 7.2). One interesting development is the rise of some of the smaller
free-standing cities relative to the conurbation cores. Edinburgh, Bristol
and Norwich have all seen significant increases in their rankings, with
Edinburgh the most conspicuous success, rising from sixth in 1974 to
second in 1998/2000. In part, this relative success might be explained by
reference to more favourable local demand conditions which free-standing
cities have enjoyed compared with the larger conurbations (Turok and
Edge, 1999). Alternatively, success may have more to do with local supply-
side factors or the current asset sets which these cities enjoy, although these
are obviously related to the former. Having been less dependent on manu-
facturing activities in the past, the freestanding cities have few of the phys-
ical or social legacies of industrial decline that burden the major
conurbations. This may give them advantages in competing for jobs serv-
ing national markets. Other smaller cities have fared less well, notably
Nottingham and Leicester.

A second feature of the table is the disparity in performance between the
major conurbations. Birmingham, Glasgow, Leeds and Sheffield have held
their position or risen slightly, but Manchester, Liverpool and Newcastle
have seen significant declines in their rankings. Again, local demand may
be part of the explanation, as Manchester, Liverpool and Newcastle have
been amongst the worst performing cities in Britain over this period (Turok
and Edge, 1999), but other factors are also at work. Glasgow, for example,
has seen comparable declines in total employment but the financial
services sector in the city has not suffered to the same extent. Table 7.2 also
shows the progress made by a number of larger towns which have become
significant centres of financial services employment, including Chester,
Swindon, Milton Keynes and Peterborough. Of these, only Chester is
outside the South East, suggesting that the overspill of activities from
London may be an important factor.

Some insight into the types of activity carried out in different centres can
be gathered from occupational data. A higher proportion of employment in
professional or managerial occupations is taken to indicate that a centre has
a greater concentration of higher order functions rather than routine
processing or service functions. The dominant role of the City of London
in national and international markets is evidenced by the high proportion of
professional or managerial jobs in Inner London (58 per cent in 1994,
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Table 7.2  Ranking of individual centres by employment

Ranking 1974 (1) 1984 (1) 1991/93 (2) 1998/2000 (2)
1 London London London London
2 Manchester Manchester Birmingham  Edinburgh
3 Birmingham  Birmingham  Edinburgh Birmingham
4 Liverpool Edinburgh Bristol Bristol
5 Glasgow Glasgow Manchester Glasgow
6 Edinburgh Bristol Glasgow Manchester
7 Bristol Leeds Leeds Leeds
8 Leeds Liverpool Liverpool Norwich
9 Nottingham Brighton Norwich Brighton &
Hove
10 Newcastle Norwich Reading Liverpool
11 Cardiff Nottingham Brighton & Cardiff
Hove
12 Norwich Sheffield Cardiff Sheffield
13 Leicester Newcastle Bournemouth Reading
14 Sheftield Cardiff Sheffield Chester
15 Brighton Reading Northampton  Bradford
16 Bradford Southend Newecastle Swindon
17 Reading Bootle Bradford Peterborough
18 Southampton  Leicester Southampton  Southampton
19 Northampton  Southampton Southend-on- Bournemouth
Sea
20 Southend Northampton  Sefton Northampton
21 Bootle Bradford Leicester Milton
Keynes
22 Hull Bournemouth Calderdale Newcastle
23 Guildford &  Ipswich Swindon Coventry
Godalming
24 Bournemouth  Aberdeen Nottingham Reigate &
Banstead
25 Ipswich Coventry Milton Leicester
Keynes
Sources:

(1) Leyshon et al. (1989, p. 174 — Table 10) based on Census of Employment data. Ranking based on
total employment for individual years. Local authority district boundaries used except London
which is Greater London.

(2) CoE/ABI, via NOMIS. Ranking based on FTE employment, with figures averaged for consecutive
time periods to minimize sampling errors. Boundary definitions as in Table 7.1.
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Table 7.3  Professional/managerial employment in financial services

Percentage of all financial services jobs
in professional/managerial occupations:
1994 2000 Change

GB 44 50 6
London 54 66 12
Inner London 58 70 13
Outer London 42 45 4
Rest of South 42 47 5
Conurbations (excl. London) 40 42 2
Rest of North 38 41 4

Notes: ‘Rest of South’ comprises South West and East Anglia. ‘Conurbations (excl. London)’
comprises West Midlands county, South Yorkshire, West Yorkshire, Greater Manchester, Merseyside,
Tyne and Wear and Strathclyde. ‘Rest of North’ comprises the remainder of Britain.

Source: Quarterly Labour Force Survey data for place of work (first and third quarter averaged for
annual figure).

compared with a national average of 44 per cent: see Table 7.3). There is
relatively little difference between the other areas. Between 1994 and
2000, the gap between Inner London and the rest widened significantly; it
saw arise of 13 per cent in higher-status occupations, over twice the aver-
age increase. Thus while the conurbations enjoyed strong growth in total
employment, much of this appears to be of lower quality. Their share of
professional and managerial jobs declined.

Cities and financial services

The distribution of financial service activities over space has three distinct
features: concentration of activities in well-recognized centres, particu-
larly in the cores of large cities; stability in patterns over time; and a hier-
archy of centres which differ both in terms of their scale (breadth) but,
more importantly, in terms of the range and types of functions present
(depth). This section sets out a framework for understanding these spatial
patterns and the types of factor which may be driving current trends
described above.

Parr and Budd (2000) provide a useful starting point, arguing that the
distribution of financial service activities conforms broadly to a central-
place model when that model is revised to include the effect of external or
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agglomeration economies. In other words, the spatial distribution of each
activity is determined by the trade-offs between three groups of factors: the
need to be accessible to dispersed demand (a decentralizing force); the
value of internal economies of scale or scope; and the value of external
economies of scale, scope and complexity (centralizing forces). Although
they limit their discussion to the distribution of financial services for inter-
mediate uses (businesses), this framework is used more generally here.

The first factor, accessibility to demand, reminds us that the existing urban
hierarchy is itself a factor behind the concentration of some financial service
activities into urban centres. For banking services for smaller businesses, for
example, the heterogeneous nature of demand makes face-to-face contact
important for assessing credit risk (Porteus, 1995), and proximity to demand
is therefore important. As demand from small businesses is distributed
broadly in line with population, this sector has a strong orientation to exist-
ing urban patterns. Hence one asset of core cities is the access they provide to
large local markets. The second factor, internal economies of scale and
scope, helps to explain the extent of concentration of activities within a single
firm, but not co-location. This would not necessarily benefit cities unless
there were also external economies in terms of labour or property supply, for
example. The third factor, external or agglomeration economies, explains the
clustering of firms into recognizable financial centres and into cities more
generally. A hierarchy of centres forms as different locational logics apply to
different sub-sectors of the industry. Activities with strong external
economies and little need to be oriented to a dispersed demand occur at few
locations, or just one. One corollary of this is that the competitiveness of
financial centres at different points in the hierarchy is likely to be based upon
different sets of factors as they are attracting different sets of activities.

Some benefits of agglomeration arise from purely competitive behav-
iour between firms: ‘the pure model of agglomeration presumes no form of
co-operation between actors beyond what is in their individual interests in
an atomised and competitive environment’ (Gordon and McCann, 2000, p.
517). The sources of these competitive agglomeration economies include
the existence of a large pool of specialized labour, the development of
specialized services, or advantages in terms of access to localized flows of
information. A distinction is made between localization economies which
are a function of the scale of the sector in a given location, and urbanization
economies which derive from the scale and diversity of the urban region as
a whole (Hoover, 1937). Market-making activities enjoy strong localiza-
tion economies as larger markets provide greater liquidity, reduce risk,
enable larger transactions to be handled and increase efficiency by reduc-
ing spread (Parr and Budd, 2000). Internationally-oriented activities may
derive more benefits from being located close to a international hub airport
(an urban asset).
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Cohesive agglomeration economies derive from the impact of strong
interpersonal networks on economic interactions. These may produce
common understandings or conventions among actors, a common
‘culture’, or even lead to the development of broader trust between them.
This cohesion in turn may: reduce opportunism and thus risk in joint
ventures; permit greater reliance on informal contracts, reducing transac-
tion costs; encourage the sharing of information, promoting innovation; or
enable groups to act in support of mutually beneficial goals without the
problems of free-riders. Cohesion in the sense of social capital has to be
developed and maintained by intense interactions, so new arrivals in a
given location are not automatically able to access these benefits. Thrift
(1994) discusses the importance of location within a financial centre for
building trust with other market participants and for demonstrating that the
firm will play by the rules and norms of behaviour of the market place.
Porteus (1995, 1999) argues that social relationships are important for
accessing and interpreting the information flowing into and around finan-
cial centres.

The existence of external economies, of course, leads to ‘first-mover’
advantages and path-dependent development, and helps to explain the
stability of the hierarchy of centres. Others have pointed out that, despite
the attention paid to ‘clusters’ in recent years, path-dependence need not
rely on external economies (Coe and Townsend, 1998; Martin and Sunley,
2003). Historical or purely path-dependent processes may also work to
sustain existing centres. One particular mechanism is the process of new
firm formation; as entrepreneurs tend to establish new firms close to where
they already live, this gives existing centres an advantage.

In spite of a high degree of stability in the spatial financial system,
changes can and do occur in terms of both the breadth and depth of activity
in a centre (Porteus, 1995, 1999), and this discussion suggests a number
potential drivers. First, change may be driven by shifts in demand. Relative
growth or decline of the regional economy will affect the demand for
locally-oriented activities. This may help to explain the weak performance
of the conurbations compared with free-standing cities, as noted above.
More subtly, other sectors may adjust their location to the distribution of
financial services if access to particular services becomes of increasing
importance to them. The key example here is the gravitation of corporate
headquarters to London over recent decades, driven in part by their increas-
ing need to access capital markets directly rather than through bank inter-
mediaries (Draper et al., 1988; Gentle, 1993). As demand for these higher
level services concentrates around the existing financial market places, so
the centrality of these markets is reinforced in a cumulative process.
London’s dominance in these activities increases while regional centres
lose higher-order functions.
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Second, change may occur where there is increased pressure to achieve
internal economies of scale or scope, or new opportunities to do so. There
has been a significant increase in competitive pressure in financial
services, driven by the growth in international trade in such services, regu-
latory responses from nation-states and developments in information and
communications technologies (Gentle, 1993; Martin, 1999). Competitive
pressure has driven further consolidation in the search for greater internal
economies, while regulatory changes have facilitated the process through,
for example, the reduction in restrictions on cross-sectoral operations.
Each merger may have spatial consequences as duplicate operations are
‘rationalized’. These pressures also drive spatial reorganization within
firms, enabled by improved communications and by a more permissive
land-use planning system since the 1980s. At the intra-regional scale, there
has been a decentralization of functions away from corporate headquarters
in London to secondary locations in the rest of the South East, as well as
more localized moves within other city-regions, from central to suburban
and ex-urban locations. At the inter-regional scale, the major trend has been
the centralization of employment away from dispersed branch networks
into ‘call centres’. These have tended to see a movement of employment
away from the South East and towards northern cities on grounds of cost
and factor availability, driving employment growth in many secondary
centres (Marshall and Richardson, 1996).

Third, the same forces are driving firms to reassess the value of agglom-
eration or external economies. Contrary to the ‘end-of-space’ arguments,
the advantages of co-location appear to remain important, at least in the
case of the major nodes such as London. Amin and Thrift (1992) argue that
the persistence of the global financial centres can only be explained by
reference to the continuing importance of social cohesion for these activi-
ties. These centres remain as crucial nodes for producing, accessing and
interpreting information about the globalized industry, as well as sites for
deal-making. Both sets of activities depend upon personal relationships.
There are social barriers to gaining access to expert knowledge systems,
and centres such as the City of London are important places where rela-
tionships are built, maintained and monitored.

Evidence from three regional financial centres

This section examines three of Britain’s largest regional centres — Bristol,
Edinburgh and Glasgow — and seeks to apply the framework outlined
above. The aim is to understand the advantages which different activities
gain from being located in these centres and hence the factors which under-
pin the success of these locations as regional financial centres. All three
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rank in the top five centres in Britain in employment terms with between
23,000 and 31,000 jobs in financial services. As detailed above, Edinburgh
and Bristol have climbed steadily up the rankings since 1974, while
Glasgow has remained stable: a strong performance for a northern conur-
bation. More recently, Glasgow has been the fastest growing of the large
regional financial services centre (employment in this sector up by 35 per
cent between 1991/3 and 1998/2000). Edinburgh has also performed
strongly (up 24 per cent) while Bristol has seen employment static. Within
these three centres, four groups of sub-sectors are examined in detail: fund
management; retail banking and life assurance; regional corporate and
commercial services; and teleservice operations. This section draws on
interview and survey material collected as part of the two integrated case
studies, covering Central Scotland and Bristol.

Before moving on to the detailed sectoral studies, it is worth examining
some survey evidence which illustrates how different these regional
centres are compared with the first-tier, internationally-oriented centre in
London. Two separate business surveys were conducted, covering London
and Central Scotland respectively. These sought the views of a representa-
tive cross-section of financial services firms and others on the advantages
and disadvantages of being located close to similar or related firms (Table
7.4). As expected, financial services firms in the City of London stand out
for the positive value they attach to agglomeration. Over a third of such
firms valued their location for its access to shared intelligence or sources of
information, and they were more likely to see advantages than disadvan-
tages from the stimulus to competition and the access to a pool of skilled
labour which flowed from agglomeration. In addition, financial services
firms in London as a whole were more likely to cite advantages in terms of
opportunities for making contacts, sub-contracting or collaborating
(although only around 10 per cent of financial services firms did so). In
Edinburgh and Glasgow, financial services firms were less likely to see
advantages of agglomeration overall, and the advantages they did see were
more likely to stem from demand-side factors. Just 13 per cent saw advan-
tages from access to intelligence or information, but 18 per cent saw advan-
tages in terms of increased demand. Quite different sets of assets or
processes underpin the competitiveness of regional centres and, on this
evidence, agglomerative effects appear relatively weak.

Fund management

Of the sectors examined here, fund management emerges as the one where
firms in regional centres rely most significantly on agglomeration or local-
ized clustering effects for their competitiveness. These advantages stem
principally from competitive relationships between firms, although there
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are also examples of the importance of cohesion. London clearly domi-
nates this sector with over 80 per cent of funds under management in the
UK, but Edinburgh has emerged as the second centre in Britain and
Glasgow has shown rapid growth in the past ten years. Together the
Scottish fund managers have seen their share of UK funds under manage-
ment rise from 10 per centin 1992 to 14 per cent in 1999 (British Invisibles,
2000). ‘Scotland’ is now ranked as the second largest fund management
centre in the UK, sixth in Europe and fifteenth in the world, but the great
bulk of this activity is accounted for by the two largest cities. Major opera-
tions have emerged from life assurance companies (Aegon Asset
Management, Scottish Widows Investment Management, Standard Life
Investments in Edinburgh; Abbey National Asset Management, Britannic
Asset Management in Glasgow) but there is also a range of more indepen-
dent firms, predominantly in Edinburgh (Baillie Gifford, Edinburgh Fund
Managers or Martin Currie, for example).

While Bristol does not have the same scale of operation overall, it is
developing a reputation within the niche area of ethical or socially-respon-
sible investment. Much of this activity does not involve the direct manage-
ment of ethical funds, but Bristol does play an important role in shaping
industry practice. This is a rapidly growing market, driven primarily by
consumer demand but boosted by legislative changes (notably the require-
ment on pension funds to disclose the existence or otherwise of social,
environmental or ethical investment criteria since 2000) and the develop-
ment of supporting institutions (symbolized by FTSE’s decision to launch
a range of related indices in July 2001). Although funds are largely still
managed through City of London firms, Triodos (the largest dedicated
social bank in the country), established its UK head office in Bristol in
1995, and the bulk of the socially-responsible investment business of the
leading specialist Independent Financial Adviser, Holden Meehan, and the
stockbroker, Rathbone Neilson, is run through Bristol.

Fund management firms, particularly those in Central Scotland, recog-
nized two sources of agglomeration advantage. First, the most important
asset for a fund management firm is high quality labour so there are exter-
nal economies of scale for both firms and labour from labour pooling.
Recent expansion of the sector in Central Scotland had led to high demand
for qualified staff and consequently a spate of poaching. In the longer term,
firms recognized that expansion would deepen the labour pool to the bene-
fit of all. Second, Scottish firms argued that there are important agglomer-
ation effects in terms of the influence of the size of a centre on the flow of
market information locally. This was not about the circulation of informa-
tion between local actors, however, but about the benefits of the ‘pull”’ of a
large centre in terms of attracting visits by non-local actors. Companies in
which funds are invested (and those seeking investment) make periodic
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visits to fund managers because of the importance of face-to-face commu-
nication to reinforce the highly codified information presented in annual
reports, business plans and other formal documents. General urbanization
economies are also of some importance to the sector, notably for access to
good communications services (especially the range of air passenger
services) and a high level of cultural amenities. More generally, quality of
life was considered crucial for attracting quality labour.

In general, local cohesion did not appear important for competitiveness,
although there were examples of cohesive behaviour helping the develop-
ment of these centres. In the mid-1990s, when a succession of adverse
developments threatened to erode Central Scotland’s critical mass, local
fund managers mobilized collectively in defence of their common interest.
They agreed to ensure that outside firms which did visit Scotland were
given a positive welcome, even where this might not have been ‘economi-
cally justifiable’. The view was that this had been relatively successful,
although it was not tested for a prolonged period as external events (the
transfer of major funds to Scotland through consolidation) removed the
threat. More recently, fund managers have collaborated on an initiative to
improve recruitment into the investment support industry, an area in which
Scotland is gaining employment on the back of its fund management
success. Cohesion in Scotland was not only seen as an asset: the strength of
local social networks was recognized as a problem by some respondents
who argued that the industry needed to be seen as more open to in-comers
to attract the best talent.

Within the smaller and more specialized Bristol sector, cohesive rela-
tionships played a more important role. The concentration of providers and
allied institutions in Bristol has provided enhanced opportunities for
networking and the development and monitoring of specialist knowledge
and information. Links with local independent institutions with interests in
socially-responsible investment (such as the Schumacher Society and the
Soil Association) had proved valuable to firms. The development of the
sector was also seen to have been aided by particularly strong local demand
for socially-responsible investment products and services, which provided
a competitive benefit.

Even within fund management, the stress on local agglomeration
economies needs to be balanced by a recognition of the importance of
external links for shaping the performance of the sector. External connec-
tions provide access to market information as already noted, and firms saw
the main sources of process innovation as the major international centres in
the UK and elsewhere. One firm in Scotland explicitly recognized that its
location was peripheral in this sense and that it must therefore incur addi-
tional costs in networking externally. Even more importantly, within the
Scottish sector, there has been a marked increase in external ownership



Nick Bailey and Shaun French 125

over the past ten years. All but one of the major life assurance firms in
Scotland de-mutualized during the 1990s and was acquired by a non-
Scottish firm. On balance, this has had positive outcomes in terms of the
level of funds. While two life companies (Scottish Amicable and Scottish
Life) had fund management operations centralized to London, four others
have seen a significant movement of funds to Scotland. Most spectacularly,
Lloyds TSB chose to merge the much larger London-based fund manage-
ment operations into its newly acquired Edinburgh-based operations
(Scottish Widows Investment Partnership), bringing around £20 billion of
funds to Scotland. Abbey National, Aegon and Britannic have also
expanded their newly acquired fund management arms in Scotland. The
margin between net gain and net loss is very narrow, however, and the
success of these centres must be seen as relatively fragile at present.

In the longer term, consolidation and increasing size may reduce the
importance of local agglomeration. Larger fund managers tended to argue
that they were less dependent on the local labour pool or the critical mass
of funds. A combination of falling stock markets, increased volatility and
regulatory changes have also posed a substantial threat to the industry
nationally, as they have encouraged pension funds to move from equities to
bonds, reducing risks and management costs. These may ultimately drive
further consolidation. On the other hand, a more cost-sensitive fund
management industry may favour regional centres.

Retail banking and life assurance

The concern here is with the ability of the regional centres to attract or
retain head office and central support functions. The growth of ‘teleser-
vices’ is covered below, although it is recognized that the boundaries
between these categories may be unclear at times. The main drivers of
change in the regional centres in recent years have been external competi-
tive pressures. In Edinburgh and Glasgow, the outcomes for the banking
sector have been positive on balance but, for the life firms, the impacts are
less clear and probably negative. The two Edinburgh clearing banks, Royal
Bank of Scotland and Bank of Scotland, have moved from being relatively
small, protected and uncompetitive at the end of the 1980s (Draper et al.,
1988) to being major players, in the top five in the UK and in the top 20 in
the world (The Banker, 2002). They have taken over or merged with an
English bank, as well as developing links internationally, but have retained
Edinburgh as their headquarters. In Glasgow, the Clydesdale was sold by
its former parent, Midland (which had prevented its expansion into English
markets), to an Australian bank which has used the location as the head-
quarters for its expansion into the rest of the UK and Ireland. In all three
cases, some high-level functions (notably corporate banking services)
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continue to move to London but both cities have benefited from the
employment generated by the growth in service exports and the prestige
attached to such high profile operations. By contrast, all of the Scottish life
firms bar one have de-mutualized and been acquired by a non-Scottish
institution, so control has shifted out of Scotland. In the short term, levels
of activity have risen through a combination of overall economic growth
and increased firm competitiveness, but the longer-term prospects are less
certain. For one firm, Scottish Amicable, the brand has been extinguished
by the new parent company, Prudential, leaving Scottish operations essen-
tially carrying out processing for an English-based insurer.

The same processes of consolidation have also affected Bristol. In the
short term, the effect has been positive on balance. The most notable gain
occurred following the merger of Lloyds Bank with the Trustee Savings
Bank to form Lloyds TSB in 1999. A decision was taken to locate the
combined retail banking headquarters in Bristol, moving the TSB’s opera-
tions from Birmingham. Senior managers in firms affected by merger and
acquisition activity suggested that the numbers employed and the signifi-
cance of the functions carried out in Bristol have either remained compar-
ative, or have actually risen as a result of consolidation (French and
Leyshon, 2003). Sunk costs, in terms of labour and capital, are important
explanatory factors. As in Central Scotland, the medium to longer-term
impact of such consolidation, particularly in terms of changes of ownership
and control, is much more difficult to assess.

Location does not appear to be a primary factor determining firm
success in banking and life assurance and such local ties as do exist owe
more to competitive relationships than cohesive ones. As large employers,
urban locations are valuable for the access they provide to a large labour
pool, and urban transportation issues feature prominently in their concerns
in all three centres. General urban assets feature more highly in firms’
concerns than sector-specific issues. For example, Scottish Financial
Enterprise (SFE), the industry body for financial services in Scotland,
argued that the Scottish Executive should divert ‘significant sums’ away
from its economic development body, Scottish Enterprise, into new trans-
port projects (SFE, 2002). External connections are important as are local
quality of life issues. There is little dependence on local suppliers for
specialized services, as firms tend to buy from national and international
suppliers. The banks in particular claim not to see significant inter-depen-
dencies with other banks or with the rest of the financial services sector,
and little in the way of common interest. Increasing competition was cited
by senior bankers in Bristol as a limiting factor on information exchange in
the context of local meetings organized by the Institute of Bankers or the
Bank of England. In Scotland, there has long been a Committee of Scottish
Clearing Bankers to look at non-competitive issues, but scope for joint
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action is seen as increasingly limited as relationships become more
competitive. For most activities in which the banks are engaged, informa-
tional spillovers are relatively unimportant and the activities which might
depend on these are already concentrated in London.

One partial exception has been documented by French (2000, 2002) in
relation to life underwriting and life marketing. Concentration of the life
assurance industry in the Bristol Triangle (Bristol, Cheltenham/Gloucester,
Swindon) has engendered the growth of a local life assurance labour
market as well as specialist professional institutions. As a consequence of
such untraded inter-dependencies, actors in particular communities of
practice have developed local ties which have played a role in the develop-
ment and circulation of insurance practices. Although there is evidence that
the life assurance industry in Bristol benefits from such agglomeration
effects, it is much more difficult to assess the scale of their contribution to
Bristol’s competitiveness as a location for life assurance activity more
generally, especially given the unevenness of such local ties vis-a-vis
different communities-of-practice and life professions (French, 2002).
Where such processes of local networking are most likely to have a direct
impact upon locational decisions is through the labour market, in particu-
lar by contributing to the perception of Bristol as a place with depth and
breadth of life assurance expertise.

Commercial and corporate financial services

One of the key functions of the centres examined here is to act as service
centres for their regional markets, particularly for commercial and corpo-
rate financial services. The personal financial services market has been
marked by commodification, centralization and distanciation. The
commercial and corporate sector has been more resistant to these processes
to date by virtue of greater complexity and heterogeneity of demand, and
hence the more bespoke nature of the services provided, although increas-
ing regulatory pressures may change this. Part of the success of a regional
centre is therefore determined by the strength of the regional economy it
serves. In respect of the commercial insurance market, all three centres
benefit from the location of the regional and local offices of national insur-
ance brokers and companies. The bespoke nature of commercial insurance
business, particularly in the case of medium and large commercial risks,
continues to place a premium on face-to-face interaction — between insur-
ance companies, brokers and clients, and therefore on geographical prox-
imity. Similarly, these centres benefit from local provision of a range
corporate finance services. In the case of Bristol, for example, these
include: stockbroking; venture capital and private equity finance (for
example, Icon Corporate Finance and 31); regional offices of the ‘big four’
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accountants, and of corporate law firms (such as Osborne Clarke, with
offices in London, Reading and Frankfurt as well as Bristol, or Burgess
Salmon, which also has a London office).

An important driver of growth in regional centres in this sub-sector has
been the increasingly international orientation of the City of London
(Leyshon et al., 1989). As City firms have focused on higher-value inter-
national business, this has created new opportunities for regional providers
to compete for smaller domestic clients on both price and quality of
service. Bristol, however, appears to have been slower than its competitors
to take advantage of this opportunity and two factors may help to explain
the lag. First, the local market for such services is smaller than in the case
of other regional centres, such as Leeds, so it is difficult to achieve critical
mass to sustain a viable local industry. Second, the quality of local business
services, particularly accountancy and legal services, is an essential
complement to this activity and these had been slow to develop in Bristol
(although this is now changing).

Ongoing organizational restructuring presents a threat to Bristol’s future
role as a regional service hub. Respondents highlighted the process of
‘regionalization’, whereby companies are seeking to rationalize their oper-
ations by concentrating activity within a smaller number of regional capi-
tals. Bristol was being forced to compete with the likes of Cardiff,
Southampton and Reading for such activities. Similar re-organizations
were occurring between Edinburgh and Glasgow. In the case of the
commercial insurance market, Bristol’s status as a local service hub is also
likely to be increasingly threatened as information technology facilitates
spatial reorganization. In the ensuing competition for high-end services,
one respondent argued that Bristol will need to secure its position as the
regional capital of the South West, with a modern urban infrastructure to
match, if it is not to lose out.

Financial sector teleservices

The fourth and final sub-sector brings together teleservice operations in
retail banking, personal finance and insurance. To some degree, the divide
between these new activities and traditional banking or insurance opera-
tions is an artificial one since many of the latter have established their own
teleservice operations. The justification for treating them as a distinct sub-
sector lies in the basic similarity of their locational requirements and the
fact that, as new activities, they have had the opportunity (at least in theory)
to make original location decisions. Financial services have played a major
role in the growth of ‘teleservices’, providing some of the earliest examples
of this type of operation in the UK (Royal Bank of Scotland’s Direct Line
from 1985, and Midland Bank’s First Direct operation from 1989), and
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accounting for around one-third of all teleservice activity. Scotland has had
consistently above-average levels of ‘call centre’ activity, with the bulk of
this concentrated into the cities of Edinburgh and Glasgow. Teleservices
make up a very significant proportion of the growth in financial services
employment in Edinburgh and Glasgow, especially the latter. Teleservices
have also become an increasingly significant form of activity in Bristol.
Gripaios ef al. (1999) estimate that, of 32 major call centres located in
Bristol, a quarter are in financial services.

Teleservices are generally portrayed as highly mobile operations where
location is driven by factor cost and quality, notably labour and telecom-
munications infrastructure (Gillespie, Richardson and Cornford, 2001;
Richardson and Marshall, 1999; Richardson et al., 2000). The relatively
plentiful supply of labour and property in many of the former industrial
cities, combined with general urbanization economies, gives them an
advantage for these activities. Evidence from Bristol, Edinburgh and
Glasgow, however, suggests that local factors may be more important than
previously recognized. Importantly, these derive not from external
economies but from the path-dependent nature of processes of develop-
ment in the sector. First, many existing financial services firms value
having teleservice operations close to existing operations for reasons of
communication costs and control. Proximity facilitates management of the
risks and uncertainty associated with the adoption of new telephone-based
forms of business (Bristow et al., 2000). This brings advantages to loca-
tions with existing concentrations of financial services firms. Standard Life
Bank and Scottish Widows Bank were both located in Edinburgh city
centre for this reason, despite high costs and the relative scarcity of both
labour and property there. Similarly, several of the insurance companies
and brokers with headquarters or other significant operations in Bristol had
opted to offer telephone-based services through the establishment of call
centres located within the same building, or in very close proximity to their
existing activities.

Second, historic or path-dependent processes operate both through the
labour market for skilled and experienced personnel and sunk costs in
building and office space. Intelligent Finance is in Edinburgh rather than
Leeds (where its then parent, Halifax, was based) because it was started by
acquiring the core staff team from an existing Edinburgh operation,
Standard Life Bank. Relocating such a large group of staff en masse would
have been very difficult. A similar story accounts for the location of Halifax’s
direct insurance operation, Esure, close to Direct Line’s headquarters in
Surrey. Spare office capacity, as well as an existing significant local pres-
ence, was cited as a key factor in the decision by Cornhill Direct to estab-
lish a new processing and teleservice operation in central Bristol, for
example. In both Glasgow and Bristol, high-street banks took the decision
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to locate new teleservice centres locally so as to be able to relocate employ-
ees from branch and other operations in the city-region, rather than making
them redundant.

Third, locational decisions may be influenced by previous experience of
a particular area. These decisions may be highly cost sensitive but, at the
margin, differences between competing locations are often small
(Richardson et al., 2000). This gives scope for more qualitative factors
such as image, reputation and even personal experience to play an
enhanced role, and it increases the probability of repeat business after
successful investments. In turn, these factors give some scope for local
policy initiatives (such as marketing campaigns) to influence location deci-
sions. Glasgow was seen as having been particularly successful in this
regard, as it was one of the first cities to market itself as a call centre loca-
tion. There are several examples of early investors bringing repeat business
to the city, with Direct Line the most prominent.

Conclusions

During the 1990s, the major cities in Britain have become increasingly
important as sites for the production of financial services and, conversely,
financial services activities have become increasingly important to the
economic base of these cities. This is true for London and for most of the
regional cities although, it should be stressed, not for all of them. The
nature of this growth, however, appears quite different in the regional
centres compared with the capital. While both have seen rising employ-
ment levels, the gap between them in terms of quality of employment has
widened significantly.

This does not mean that financial services in these centres have become
increasingly dependent on their particular city. A close examination shows
that the majority of these activities are only weakly embedded in their
localities. The competitiveness of regional financial centres owes little to
local interactions or inter-dependencies between firms. Fund management
is one exception, although this is only really a major activity in Edinburgh
and Glasgow of all the regional centres in Britain. Even in this case, clus-
tering effects stem principally from competitive rather than cohesive
behaviour. Other exceptions include insurance underwriting and life
marketing in Bristol where cohesive ties do appear important. In general,
however, the financial service activities examined appear only weakly
dependent on local external economies, and these are based on competitive
rather than cohesive relationships. Some local factors do help explain the
relative success of existing regional centres but these owe more to the
influence of historical factors and pure path-dependent processes than to
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ongoing interactions between firms, as epitomized in the example of tele-
services.

The most significant factors driving the growth of financial services in
these regional centres have been external. Increasing competitive pressures
in retail banking and life assurance, combined with opportunities created
by changing regulatory frameworks and developments in information and
communications technologies, have driven the search for greater internal
economies of scale and scope and, in consequence, a spatial redistribution
of activities which has favoured the regional centres examined here. As a
result, the position of these regional centres appears increasingly precari-
ous. They have become less oriented to regional demand and are compet-
ing more and more directly with other regional centres in national markets.
The retail banks in all three centres examined here have moved into
national and international markets, while direct banking and insurance
operations export their products nationally. The restructuring of the finan-
cial services industry is one mechanism by which places have been brought
more directly into competition with each other. One centre is increasingly
substitutable for another, as spatial relocations following mergers or acqui-
sitions show. As decisions to invest or disinvest in a particular location are
often finely balanced, marginal decisions can have major consequences.

In such an environment, the scope for local action appears relatively
small. On the one hand, there is a case for emphasizing efforts to retain key
firms, rather than trying to attract inward investment. The largest firms are
enormous assets which bring the city prestige, raise its profile and act as
anchors for the sector locally. Once lost, they would be difficult to replace.
On the other hand, there are obvious objections to the use of public money
to support some of the largest and most profitable private companies
around, as well as questions about how significant such interventions could
hope to be. The vulnerability of individual firms to external forces of
restructuring suggests that local policy-makers would be unwise to spend
resources meeting the needs of individual firms, whether local or inward
investors. The alternative approach is a more general focus on the quality
of assets of each city: the general ‘investability’ of the city (Begg, 2002).
Amongst the issues highlighted by this research are the importance of local
transport connections and the general quality of life on offer.
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Urban Dilemmas of Competition
and Cohesion in Cultural Policy

KEITH BASSETT, IAN SMITH, MARK BANKS and
JUSTIN O'CONNOR

Introduction: the turn to culture

One of the most striking aspects of urban research and policy development
over the last few decades has been the increasing attention given to the role
of culture and cultural development in the growth of cities and the quality
of life of city dwellers. The role and contribution of the cultural in urban
policy and research centres on two notions: the first suggests that urban
research and policy is indeed more concerned with the values and re-
presentations of those who produce and consume the urban; the second
suggests that the value of the cultural arises out of being able to recast
concepts that were formerly classified as social, economic or political as
something new. Whether or not contemporary concerns about the cultural
arise from an expansion of the field of interest or from a process of redraw-
ing the subject of urban research (or indeed both), it is now widely accepted
that ideas of ‘culture’ are in many ways central to city renaissance strate-
gies (Evans, 2001; Hall, 2000; Verwijnen and Lehtovuori, 1999). Culture,
it has been claimed, ‘is more and more the business of cities’ and the basis
for their unique competitive edge (Zukin, 1995); capitalizing on cultural
assets is now perceived as a key strategy in inter-urban competition (Hall,
2000; Scott, 2000). In parallel to arguments that link culture and economic
development, large claims have also been made for culture’s contribution
to urban social cohesion and civic identity, and this widening array of
claims has been reflected in a major expansion and proliferation of cultural
policies at national, regional and city levels.

This chapter presents a critical overview of the varied claims that link
notions of the cultural to city competitiveness and social cohesion, and the
evidence to support those claims. We are asking two basic questions: to
what degree have notions of culture expanded the field of understanding of
cities and, second, to what degree have notions of the cultural been eman-
cipatory in re-casting old conceptual frameworks for understanding cities?
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Embedded within these questions is the idea that the contested notion of
culture gives us purchase on a better understanding of urban competition,
social cohesion and the relationship between these two qualities. In
attempting to respond to these questions we will examine some of the prob-
lems and policy challenges evoked by the emergence of cultural policies.

Culture as an elastic concept

The first problem in understanding the role of the cultural in cities arises
from the definition of what might be considered as cultural. Almost every-
one who writes about culture begins by noting how notoriously difficult it
is to define. This is partly because the concept has proved peculiarly elas-
tic, taking different forms in different intellectual traditions and expanding
or contracting according to the focus of debate (Swingewood, 1998). The
definition problem is made more complex because some authors (e.g.
Mitchell, 2000) deny the ontological reality of something called culture
outside the discourses used to construct it. Culture is very much a contested
concept, evoked in different ways by different groups for varied ends. In
the recent past urban economic and political elites have used certain
notions of culture to re-image cities in order to attract mobile capital, whilst
subordinate groups have invoked other notions of culture in claims to terri-
tory, rights or resources. We are proposing to tackle the issue of defining
the cultural sphere by reference to policy discourses. We accept the onto-
logical ambiguity of the term but equally accept that substantive processes
and outcomes exist within cities and that these processes and outcomes are
labelled as cultural.

In approaching the definition of the cultural through policy discourses
we are proposing that there are two basic categories of definition. The first
concentrates on specifying activities within the urban lifeworlds that are
specifically cultural (as opposed to other categories such as economic,
social or political). Under this category of definition, a narrow definition of
culture would simply confine it to certain forms of ‘high art’ or the recog-
nized adornments of civilization. A slightly broader definition would
include the whole of the ‘subsidized cultural sector’, covering film, litera-
ture, museums and the visual and performing arts. The ‘related commercial
sectors’ would add the parallel commercial activities (West End theatres,
etc.).

Broadening the definition further, we could include all of what have
come to be called the ‘cultural (or creative) industries’. These are the
commercially driven sectors such as music production, film, broadcasting,
advertising and fashion that are based on mass production and consump-
tion of cultural products. These form the central core of Adorno’s (1991)
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conceptualization of the culture industry. Through this definition and its
expanding remit activities with economic value are labelled as cultural,
such that Feist (2001) can claim the subsidized cultural sector as having a
value of £570 million in turnover that expands by an additional £590
million when including the related commercial sectors. Debates centred on
this argue that a bundle of ‘cultural industries’ are vital as drivers of a new
urban economy.

Expanding this definition even further, we could include the cultural
dimensions of production and consumption of products beyond those that
are narrowly cultural. The argument here is that contemporary capitalism
has been marked by both an ‘economization of culture’ (the turning of
culture into commodities) and a ‘culturalization of the economy’, or the
incorporation of aesthetic and symbolic dimensions into most aspects of
commodity production and consumption. This also reflects an argument
that cities are increasingly spaces of consumption rather than spaces of
production. Scott in particular has argued that culture in this wider sense
has become central to the whole functioning of the post-Fordist cultural
economy (Scott, 1997, 2000). This has led some to argue that culture and
economy have become so entwined as to be impossible to separate (du Gay
and Pryke, 2002). Others have argued that there is a danger of overinflating
the cultural economy in this way (Warde, 2002) and, although economy
and culture are mutually inflected, distinctive economic and cultural
‘logics’ are still evident (Sayer, 1997). Thus this conceptual mapping of the
cultural returns to the initial characteristic of this category: the cultural as a
distinct and separate sphere of action.

The second approach to the definition of the cultural is based on the
notion that the cultural is a transcendent entity. Finally, culture can refer, in
a more holistic or anthropological way, to whole ‘ways of life’ of discrete
social groups (Williams, 1958), or to the varied practical resources,
processes or methods through which social and spatial life is reproduced
and meaning created. Thus social, economic and political structures all
become embedded within culture. This is a category of definition that is
more likely to be employed through urban regeneration initiatives and
policy related to changing the way that organizations and agencies (includ-
ing local government) function. Thus promoting urban change, it is agued,
becomes an issue of changing values and codes of meaning within disad-
vantaged neighbourhoods.

This discussion about definitional categories used in conjunction with
the cultural reflects the observation that the substantive reality labelled as
cultural is a contested arena. However, the employment of concepts of
culture is related to issues concerning the restructuring of the urban econ-
omy both towards new processes of production and new spaces of
consumption as well as how organizations and discourses associated with
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urban actors are changing. In order to explore further both the substantive
changes in how cities are managed and function, and the processes by
which the cultural is defined, we will move on to consider how cultural
policy has emerged over the past 50 years.

Governmentality and cultural constructions

The discussion above has outlined the expanding definition of culture
within urban and policy research. This suggests that culture is a socially
constructed category, the substantive contents of which change over time.
We have chosen to consider the role of the cultural as a substantive reality
defined in relation to cultural policy discourses where both types of defin-
ition of the cultural are employed. This flows from an argument put
forward by Bennett (1998) which suggests that the sphere of culture has
been ‘governmentalized’ (p. 30) to the point where we can only sensibly
think of the cultural in relation to government, although he indicates that
culture is also the means of resisting government. Thus our expanding and
increasingly elastic definitions of culture have reflected a widening policy
discourse that has opened up new areas of social life to reformist govern-
ment policies.

These processes are evident in the way culture in Britain has been artic-
ulated in changing policy discourses in the post-war period. Classifications
of cultural policy development in the UK between 1945 and 1997 are
offered by Bianchini (1999) who categorizes cultural policy in terms of its
aims and outcomes (reconstruction, participation and marketing), and by
McGuigan (2001) who classifies policy in relation to shifting discourses of
cultural policy (state, market and civil), each of which defined culture in a
different way and positioned cultural subjects within different discursive
spaces. Broadly, cultural policy has moved from a position of being
constructed around access to high culture subsidized by the state (a state
discourse in the period of reconstruction), to a market discourse in the early
1980s in an ‘age of city marketing’. Successive Thatcher governments
encouraged a redirection of cultural policies away from social and welfare
concerns towards economic development priorities. Culture was to be
judged by its contribution to the national economy and urban economic
growth through job creation, city centre regeneration, and city marketing to
attract tourists and investors. More and more cities embarked on urban
cultural strategies with varying emphases on cultural production and
consumption. Glasgow demonstrated what could be achieved in trans-
forming a city’s image in its year as European Capital of Culture in 1990.
Manchester widened its policy reach to include forms of popular musical
culture and the concept of the ‘24 hour city’ (Lovatt, 1996; Wynne, 1992),
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whilst Sheffield concentrated more on media development strategies
(Oatley, 1996). Bristol pursued policies of culture-led regeneration through
festivals and ‘flagship’ cultural infrastructures (Griffiths, Bassett and
Smith, 1999). (Further examples from across Europe can be found in
Bianchini and Parkinson, 1993.) However active local agencies might be in
promoting the cultural image of places, the ‘market discourse’ justified art
and culture as ‘a first class investment’ for the nation and repositioned
audiences as passive, depoliticized consumers.

Under the McGuigan classification we are currently moving to a ‘civil’
discourse of cultural policy formulation where neither the state nor the
private sector has exclusive control, but where the voluntary and commu-
nity sectors take on a growing role in defining the nature of cultural inter-
vention. The period 1993—7 looks in retrospect like a ‘phase of transition’,
with a broadening of cultural policy aims and the introduction of the
National Lottery as a major new source of arts and heritage funding
through its provisions for ‘good causes’. However, key questions for us are
how far the New Labour governments elected from 1997 onwards have
shifted policy discourses and cultural concepts in new directions, and the
degree to which these changes have impacted on urban competitiveness,
social cohesion and the ability to manage change.

New Labour cultural policies show evidence of both continuity and
innovation. Some policies have been carried over in modified form from
previous Conservative governments, but new foci of attention have also
emerged reflecting New Labour’s preoccupation with boosting the knowl-
edge economy, building an image of ‘Creative Britain’ (Smith, 1998), and
combating multiple forms of social exclusion.

At the national level, the formation of the Department of Culture, Media
and Sport (DCMS) has been accompanied by a more strategic focus on the
goals of ‘access’, ‘excellence and innovation’, ‘education’ and ‘the
creative industries’. The 1998 Lottery Act has attempted to spread the
benefits of the Lottery more widely after criticisms that earlier rounds of
‘good causes’ expenditure had shown a concentration on London and elite
art forms. The ‘creative industries’ have also become a major new focus of
attention, on the basis of their alleged importance to economic growth, the
knowledge economy and the information society (DCMS, 1998). Cultural
policies have also been drawn more explicitly into programmes to combat
social exclusion and community breakdown, and cultural projects have
formed a growing, though still marginal, component of more recent Single
Regeneration Budget programmes (Symon and Williams, 2001).

At the regional level, too, new institutional structures have emerged,
such as regional cultural consortia, which work closely with the new
Regional Development Agencies (RDAs) and local authorities. Local
authorities themselves have been given more formal guidance on the
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construction of more integrated and comprehensive cultural strategies
(DCMS, 2001b), aspects of which have been made subject to ‘Best Value’
comparisons. Thus not only are local and regional bodies becoming more
involved in the promotion of cultural policies in a wide variety of policy
areas (beyond traditional ‘arts’ concerns) but they are equally being asked
to formalize their attitudes to cultural policy through formal written docu-
ments. For aid they often turn to a growing network of specialist consul-
tancies (such as Comedia), organizations that have themselves become
effective conduits for new ideas and cheerleaders for ever-expanding
cultural strategies (e.g. Landry et al., 1996).

In summary, the reach of cultural policy and the range of its institutional
supports have expanded enormously, although (as we shall see) this policy
expansion has not been without its critics and raises a number of major
issues. Before pursuing these we first examine in more detail the claims
and evidence for culture’s role under the two broad headings of competi-
tiveness and social cohesion.

Culture and the competitive city

Cities have been central to the development of activities and experiences
that have acquired the label of cultural and, as we have indicated above,
culture has become more and more the business of cities. Featherstone,
Scott and others have argued that place, culture and economy have become
highly symbiotic in the post-Fordist cultural economy, with culturally
advantaged cities assuming greater and greater importance in a new
symbolic, urban hierarchy (Featherstone, 1991; Molotch, 1996; Scott,
2001a). Thus the nature of activities within the urban economy has
changed from production to consumption and from utilitarian manufacture
to the production of aesthetic goods and services, and these new activities
are located to a great degree in cities. In this transition from a Fordist to
post-Fordist mode of production, attention has focused on two broad
aspects of the relationship between culture and urban competitiveness. The
first concerns the competitive advantages that can be obtained through the
development and exploitation of a city’s perceived cultural assets or infra-
structures (Evans, 2001). These may comprise waterfront leisure devel-
opments, specialized shopping districts, museums, galleries and other
artistic or learned institutions, many of which are increasingly linked to
prestige physical regeneration projects or attempts to reposition cities as
‘heritage’ sites, ‘cities of culture’, ‘sport cities’ ‘event cities’ and so on (G.
Evans, 2001; Hannigan, 1998). Culture has more and more become a major
urban asset to be exploited in the competitive struggle between ‘entrepre-
neurial cities’ in a neo-liberal landscape. The second aspect concerns the
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economic value of a wider range of cultural or creative industries, often
grouped in new ‘creative quarters’ (Banks et al., 2000; Crewe and
Beaverstock, 1998; Fleming, 1999; Montgomery, 1996). We consider each
aspect in turn.

Culture-led regeneration and city marketing: the strategic
use of urban cultural assets

Cultural assets combine to create opportunity structures for cities. The
nature of the cultural assets can vary, and the purposes to which the assets
are put also vary, but it is clear that urban policy-makers identify ‘culture as
a source of prosperity and cosmopolitanism in the process of international
competitiveness’ (Core Cities, 2002).

Cultural infrastructure as a source of employment and income generation

Ever since Myerscough’s influential studies in the 1980s (Myerscough,
1988), policy-makers have been attracted to the argument that expanding
cultural facilities in the subsidized and related sectors (such as museums,
concert halls, galleries, etc.) not only generates jobs and income directly,
but also has multiplier effects through the spending of workers, visitors and
tourists on related activities in the catering and tourist industries. Many
cultural strategies and development plans now routinely make such argu-
ments, usually claiming substantial benefits for the local economy and
urban growth.

In fact, although there are undoubted benefits, as Johnson and Thomas
(2001) have shown, the kinds of studies used to justify these arguments
vary widely in their rigour and compatibility. While employment multipli-
ers typically range from 1.23 to 1.42, and spending multipliers from 1.11 to
1.76, such results are often difficult to compare with each other due to
different definitions of the cultural sector. They are also difficult to
compare with results from other sectors in the economy, and they typically
ignore displacement and deadweight effects. More fundamentally, they
also focus attention on narrowly economic goals, diverting attention from
wider but more difficult to measure impacts on issues such as artistic qual-
ity, creativity and civic identity. Such approaches reflect an instrumental
view of culture that we have already commented on.

Cultural projects as catalysts for urban regeneration
Accepting the importance of cultural institutions within cities, national and

regional capitals intent on increasing their status and position in the urban
hierarchy have also used investments in cultural infrastructures as catalysts
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for private investment and the property-led regeneration of derelict city
centre areas. The original models were largely developed in the USA
(Jones, 1998), typically involving private/public partnerships in the rede-
velopment of run-down areas with varying combinations of prestige
cultural facilities (such as concert halls, art galleries and museums), new
public spaces, exhibition spaces, hotels, conference centres, speciality
shopping, and upmarket housing. This model, which proved particularly
successful in waterfront locations (Marshall, 2001), was popularized by
the British and American Arts Association (BAAA) in conferences and
publications in the early 1980s (BAAA, 1999), and has been replicated in
various forms in British cities.

Another source of influence has flowed from Europe, where public
investment and planning has played a stronger role in regeneration
(Jauhiainen, 1995). For example, the cultural grands projets, which were a
prominent feature of the Mitterrand era in France, played a significant role
in the regeneration of different quartiers in central Paris. Cities such as
Barcelona have also transformed themselves through regeneration projects
in which cultural infrastructures have played a crucial part, and Bilbao,
with its famous Guggenheim museum, is only one of the more recent
examples of such a strategy in practice.

In Britain, such ideas have been incorporated into more and more regen-
eration projects over the last few decades, particularly since the Lottery
began providing funds for large-scale capital expenditures in the mid-
1990s. For example, the Tate Modern development has consolidated the
already extensive, South Bank cultural quarter in London (Newman and
Smith, 2000); the Lowry centre has been a central feature of the redevelop-
ment of Salford Quays; and in Bristol the @Bristol museum complex has
had a critical, catalytic role in the redevelopment of the city’s Harbourside
redevelopment (Bassett, Griffiths and Smith, 2002b). Examples could be
multiplied from Birmingham, Liverpool, Cardiff and many other British
cities.

Many of these schemes have been highly successful in achieving the
regeneration of targeted areas, bringing many benefits to the cities that
have supported such schemes. However, such projects have also had their
critics (Beazley, Loftman and Nevin, 1997; Loftman and Nevin, 1996).
Not all such projects have been successful (the Royal Armouries at Leeds
and the National Centre for Popular Music at Sheffield) and, as several
analyses have shown, prestige city centre projects often generate few well-
paid jobs for local residents in adjacent, high unemployment areas, and can
exaggerate the gap between city centre cultural provision for middle-class
consumption and the provision of more diverse forms of cultural infra-
structure in more peripheral and poorer areas. Prestige cultural facilities,
such as concert halls, may also provide little more than ‘safe’ forms of
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corporate-sponsored, cultural consumption, diverting resources from more
innovative, and community-based programmes, where results are longer
term and lower key. Prestige cultural projects thus have their place, but the
challenge is to integrate them more fully into a broader array of cultural
initiatives that bring benefits to a wider range of social groups in the city.

‘Capitals of culture’: raising the stakes in the cultural arms race?

Over and above the construction and supporting of cultural institutions
within cities, festivals and similar cultural events have become another
important facet of inter-city competition. The competition to become
‘European Capital of Culture’ has become a particularly coveted prize in
what Richards (2000) has called ‘the cultural arms race’. Since Athens
became the first European cultural capital in 1985, the competition has
become more intense and cultural programmes more varied and all-
embracing (Sjoholt, 1999). In Britain, the designation of Glasgow as the
capital of culture in 1990 was judged a turning point in generating British
interest in the competition (Bianchini and Parkinson, 1993; Boyle and
Hughes, 1991). Glasgow’s cultural bid was part of its response to the
collapse of local manufacturing, and represented an attempt to renew its
inner areas and transform its international image. The year-long
programme of events achieved a big increase in publicity, tourism, and
employment.

However, Glasgow’s experience also reveals some of the underlying
problems with this strategic use of culture. The Glasgow programme was
an uneasy amalgam of different approaches to place-marketing and the
celebration of local culture, and ran into opposition from the ‘Workers
City’ group of residents and local artists who criticized the programme for
what they saw as the sanitizing and depoliticizing of local culture for
marketing purposes (Boyle and Hughes, 1991). It was argued that the Year
of Culture was a missed opportunity for building a grassroots, cultural
revival drawing more on the city’s more militant and socialist traditions.

Subsequent analyses have also put the short-term economic benefits into
perspective. The new jobs created did not come anywhere near offsetting
the decline in total employment of 10.2 per cent between 1989 and 1994,
and the decline of manufacturing employment by 36 per cent. More wide-
ranging studies of European Capitals of Culture (e.g. Richards, 2000) have
also confirmed how quickly the economic and re-imaging impacts can
dissipate. This is not necessarily an argument against the concept itself, but
it is an indicator of the need to see a Capital of Culture programme as but
the basis for a sustained, long-term cultural strategy that needs continual
review and renewal. Such a sustainable programme means paying more
attention to a wider range of popular cultural forms, engaging with a wider



K. Bassett, I. Smith, M. Banks & J. O’Connor 141

range of local cultural traditions, and pumping more investment into
processes of cultural production rather than subsidizing mass consump-
tion.

In 2002 15 British cities competed for selection as Capital of Culture in
2008. The criteria were demanding: a year-long programme of events
which builds upon a shared vision of the city, involves the widest possible
range of local people and visitors, connects with events in other European
countries, and which has international impact. The bid documents
suggested that cities were learning from earlier experiences and trying to
make their programmes more inclusive and sustainable. Newcastle’s bid
document, for example, promised 1,000 projects and a £100 million
programme of events, and referred to benefits such as the building of local
confidence and pride, cultural innovation, re-shaping the image of the city,
and improving the quality of local life. It is indicative of how far we have
come from the narrow and often peripheral, local government arts policies
of the 1970s.

The role of cultural infrastructure either as public or private institutions
or as programmes of events reflects a conception of culture as a distinct and
separate aspect of urban life and as a demonstration of the transition of
cities from spaces of production to spaces of consumption (of cultural arte-
facts and experience). However, the development of cultural infrastructure
is also identified with the construction of social cohesion through the
construction of common identities (related to civic identity) around which
different communities within the city can work (we return to this assertion
in the next section). The main tension that emerges from these changes
relate to the questions of whose culture is being consumed and promoted
(see Zukin, 1995). This tension is illuminated best in the analysis of
Glasgow’s formulation and implementation of its Year of Culture
programme. Equally, behind Barcelona’s iconic status as a city that has
regenerated itself through the promotion of urban culture, there are other
stories of a displaced working-class population moved on to make way for
the new urban identity constructed for a wider audience than the citizens of
Barcelona alone.

The ‘cultural’ or ‘creative’ industries: producing culture

Policy-makers and academics have increasingly seen the cultural indus-
tries (as defined above) as a source of new employment possibilities, espe-
cially given the de-industrialization and economic restructuring
experienced in British cities since the 1970s (Bianchini and Parkinson,
1993; Crewe and Beaverstock, 1998; Landry and Bianchini, 1995; Pratt,
1997; Scott, 2000; Smith, 1998; Wynne, 1992). More generally, cultural
firms have been characterized as being on the leading edge of structural
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change associated with the shift from Fordist to post-Fordist economies,
where design-led, information rich companies work within a new ‘flexible’
organization of production (Amin, 1994; Lash and Urry, 1994). The culture
industries have thus come to be regarded both as a source of new employ-
ment and also as shining examples of how the new economy will be orga-
nized. Cities are now beginning to address the problems of promoting such
knowledge intensive industrial growth in conjunction with cultural policies
aimed at providing a ‘creative milieu’ conducive to the attraction and reten-
tion of knowledge or ‘symbolic’ specialists (Scott, 2000). Evaluating these
kinds of claims requires some deeper understanding of the scale and
dynamics of the cultural industries.

The cultural industries: scale and location

Measuring the size and importance of the cultural industries turns out to be
fraught with difficulty. In the introduction we quoted Feist’s estimates of a
£57 billion turnover for the sector as a whole. The Cultural Industries
Mapping Document (DCMS, 1998) also estimated that around 4 per cent of
the total national work force was employed in the cultural industries.
Employment associated with cultural production (television, film and
radio, artistes and performers, and advertising) is strongly concentrated in
Greater London, and employment levels diminish as we move down the
urban hierarchy and from South to North. Employment within activities
relating to cultural consumption (book-selling, restaurants and bars and
running cultural venues, etc.) is fairly level outside London. Growth rates
have generally been high (a 22 per cent increase in employment in cultural
production and the media between 1995 and 2000).

Although the general patterns and trends are clear enough, it is impor-
tant to note a number of limitations in using this kind of data. Statistics are
often based on outmoded industrial and occupational categories that make
collection and analysis difficult, with ‘cultural’ jobs being dispersed and
buried across a range of SIC categories (Pratt, 1997). Matters are also
complicated by the large numbers of part-time jobs, first and second jobs,
unpaid jobs, and high levels of self-employment which are found within
many cultural sectors. Different authors have adopted different ways of
handling these problems, with different results. In the case of Manchester,
for example, research has estimated that 3.6 per cent of total employment
is contained within the cultural industries, whilst around 6 per cent of
employment is in ‘the cultural sector’: that is, workers in cultural industries
plus those who hold cultural occupations in non-cultural industries. In
Bristol, 3,000, or 1 per cent of total jobs, are in the cultural industries
according to a ‘narrow’ definition, but over 10,500 jobs can be identified
using Pratt’s broader definition of a ‘cultural industries production
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system’. However, Pratt’s definition, which includes such categories as
employment in the production of electronic components, is a particularly
generous one and difficult to defend (Pratt, 1997). Nevertheless, figures for
larger cities outside London probably now vary between 3 and 6 per cent,
in many cases comparable with more ‘mainstream’ and embedded sectors
such as the construction industry or post and telecommunications
(O’Connor, 1999a).

The organization and dynamics of the cultural industries

The cultural industries have emerged as part of the rapid growth of the
service economy since the 1970s. Many of the processes at work are
common across the service economy, but distinctive differences also
emerge in the case of the cultural industries. Hesmondhalgh (2002) traces
the linkages between their growth, the forces of globalization, corporate
restructuring, the emergence of new technologies, and changes in govern-
ment regulation. What stands out in many cultural industries is the simul-
taneous emergence of giant, vertically-integrated, media conglomerates
alongside the multiplication of small, often innovative companies; the
large-scale impacts of new technologies such as digitalization; the impor-
tance of successive waves of marketization and government deregulation:
and an organizational structure which combines looser corporate control of
creative inputs with much tighter controls of the processes of reproduction
and circulation of the product. The job market is also characterized by high
levels of temporary and part-time employment for most creative workers.

Scott’s analysis is somewhat similar but he has placed more emphasis on
the importance of place and spatial clustering (Scott, 1996, 1997, 2000).
Thus production is almost always organized in dense networks of small
and medium sized firms that are strongly interdependent, form ‘multifac-
eted industrial complexes’, and which rely for their successful functioning
on a range of institutional infrastructures that promote trust and co-opera-
tion between producers. Agglomerative tendencies are strong, and cultural
products industries are thus often found in localized, spatial clusters in
favoured urban centres. Distribution, on the other hand, tends to be domi-
nated by a handful of large cultural and media conglomerates operating
across global markets. Although the sites of cultural clusters are typically
world cities or nationally dominant cultural nodes such as Paris and Los
Angeles, Scott suggests that certain favoured cities further down the urban
hierarchy may be able to sustain smaller, though perhaps more dependent,
clusters of activity.

The problems faced by most cities in the UK in developing and sustain-
ing such clusters are well illustrated by the recent report for the Department
of Trade and Industry (DTI) on business clusters in the UK (DTI, 2001).



144 Urban Dilemmas of Competition & Cohesion

The report identified 154 clusters in the UK using a particular set of
measures, but in the cases of the creative industries, where 50—70 per cent
of employment was concentrated in London, no clusters could be identified
in other regions using these measures. For policy-oriented reasons a less
demanding set of criteria had to be used to identify what were termed
‘embryonic’ cultural clusters.

As an example, one such embryonic, creative industries cluster was
identified in the South West region, concentrated in Bristol, and mainly
based on television and digital media. This included major regional
production centres for BBC Bristol and HTV-West, and a range of smaller
media companies. However, when examined in more detail (Bassett,
Griffiths and Smith, 2002a) this broad cluster separates into several mini-
clusters, the most notable centring around natural history film-making and
three-dimensional animation. The largest and longest established is natural
history film-making, where Bristol has cultivated its image as ‘the green
Hollywood’, and ‘the home to more wildlife TV specialists than any other
city on Earth’ (publicity material for 2000 ‘Wildscreen’ film festival in
Bristol). This cluster centres on the BBC’s Natural History Unit (NHU),
established in the early post-war period, but includes a cluster of smaller,
mostly independent film production companies (many of which are spin-
offs from the NHU) which specialize in natural history and science,
supported by a wider network of small firms and freelance individuals
providing specialist support services. These firms are for the most part
spatially clustered in a small area within the city, close to the BBC.
Analysis of the origins, growth and current dynamics of this cluster
(Bassett, Griffiths and Smith, 2002a) shows not only the factors which
have embedded it in the city, but also its vulnerability to national and global
forces such as changes in the US television and cable markets, and the limi-
tations of public policies attempting to spawn and multiply such clusters.

Manchester also emerges in the DTI report as a location for embryonic
clusters, centred on television, radio and film production, and on leisure
software (computer games). Other research has also pointed to fashion,
music and new media design as important sub-sectors. Small firms domi-
nate in most of these sectors and production chains. They are strongly
networked and integrated, so that cross-sector alliances and co-operative
projects are commonplace. A key area of spatial clustering is the Northern
Quarter, a once thriving retail and commercial area that declined in the
1970s but was re-colonized in the 1980s by firms looking for cheap
premises. Today, the Northern Quarter contains over 300 small cultural
firms and increasingly is attracting larger firms and corporate investment.

In some ways cultural industry clustering is different from other forms
of clustering in that there is a much closer link to the symbolic value of
place (Scott, 2000). This symbolic value can have significant economic
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impacts, sometimes with counter-productive consequences. Such
processes have been documented by Zukin (1988, 1991) in US cities where
the clustering of cultural activities in once run-down areas has raised the
status of those areas and sparked spirals of gentrification and displacement
of the original cultural colonizers. In the UK, for example, the colonization
of Manchester’s Northern Quarter by larger, corporate investors and prop-
erty developers has begun to displace the ‘creative milieu’ and may under-
mine its viability. Further incentives may be needed to ensure that
‘seedbed’ cultural industries are not displaced from such city centre sites.
Chatterton and Holland (2001) have shown how similar processes are at
work in the ‘night-time entertainment economy’ where the inroads made
by corporate chains multiplying themed bars and restaurants have begun to
undermine Newcastle’s ‘alternative nightlife infrastructure’ (Chatterton
and Holland, 2001, p. 133).

Cultural industries, image, atmosphere and the ‘creative city’

The competitive value of cultural industries to cities cannot be satisfacto-
rily measured using only employment records, revenues generated, or
other economic indicators (O’Connor, 1999a). Thus cultural industries also
provide the city with the more intangible forms of symbolic or cultural
capital (Bourdieu, 1984). Because of their emphasis on generating cultural
as well as economic value, cultural industries also play a wider role in
creating an image of creativity and innovation, dynamism and change that
is attractive to potential investors (Castells, 1996; Kearns and Philo, 1992).
Cultural industries help cities become ‘places to be seen’, ‘cool places’
which are attractive to commercial, corporate and residential developers.
This contribution that cultural industries make to the ‘feel’ of the city,
though difficult to quantify, cannot be underestimated. For producers (of
various kind), this ‘feel”’ may be imagined as an intangible, non-discursive
quality that acts as an impulse to creative action: a kind of Marshallian
‘(post) industrial atmosphere’. The pursuit of a cultural or creative
lifestyles, in conjunction with like-minded others, is often a key incentive
to locate in a city, and producers feed off the atmosphere and help repro-
duce it through their own patterns of cultural production and consumption
(Banks, 2002). For the cultural consumer, too, cities may be described as
having a positive ‘atmosphere’, as leisure activities and entertainment of
varying kinds tempt the city user with diverse and rewarding ways to spend
their money and free time (Hannigan, 1998).

Cultural industries have also been seen as representing the leading edge
of the post-Fordist economy (Lash and Urry, 1994), demonstrating the kind
of innovative entrepreneurship and flexible working patterns that need to
be adopted more generally across industrial sectors. The skills involved
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(such as communication, co-operation, problem solving, risk-taking, flex-
ibility and creativity) are those most in need in the creative, knowledge
economy that figures so large in New Labour and some academic
discourses (Buckingham and Jones, 2001; Smith, 1998).

These skills are also those needed to sustain the vision of ‘the creative
city’ (Landry, 2000; Landry and Bianchini, 1995; see also Florida, 2002b).
The argument here is that in the future the most successful cities will be
those which have found ways of generalizing the cultural creativity that
can be found in the cultural industries across all economic, social and
administrative sectors. These ideas have been central to the European
‘Creative Town Initiative’, with towns such as Huddersfield trying to use a
newly developed media quarter as the basis for a ‘cycle of urban creativity’
aimed at transforming the whole economic structure of the town away from
declining traditional industries to a sustainable learning economy.
Although there is some evidence to support some of the more modest
claims made for these approaches (e.g., O’Connor’s work on the ‘new
cultural intermediaries’ and cultural entrepreneurs in Manchester), the
larger claims have yet to be justified in any detail. Indeed, historical
research on ‘creative cities’ by Hall (1999b) and others demonstrates just
how elusive the determining factors can be, and how difficult to replicate
through policy-making.

There is plainly a range of economic activities that takes place in cities
and that relates to the creation of cultural or aesthetic goods and services.
Some of these activities are highly commercialized with a strong relation-
ship with economic capital. Firms and organizations that engage in the
cultural economy employ a not insignificant number of people and offer
important examples of how contemporary businesses organize themselves
flexibly in relation to changing economic conditions. However, there are
problems in that the labour markets of cultural industries tightly bound by
social and cultural capital can be exclusionary to those who do not have
access to specific forms of capital. The employment created can be poorly
paid and highly uncertain in tenure. It equally raises the issue of how
provincial cities can play a role in the cultural economy in the UK when so
much of the economic, social and cultural capital of cultural industries in
this country is embedded in the Greater London area.

Culture and social cohesion in cities and regions

Cultural policy claims that culture ‘is a means of defining a rich, shared
identity’ engendering ‘pride of place and inter-communal understanding’
(Core Cities, 2002). However, we have also indicated the tensions inherent
in the promotion of cultural regeneration and programmes of events in that
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not all cultures (as ways of life) are represented. Here we want to consider
a sphere of cultural policy discourse that goes beyond the simplistic
creation of problematic city-wide identities. We will consider the discourse
that links cultural development more to issues of social inclusion and social
cohesion. Concepts of social inclusion and social cohesion have become
increasingly important in government discourse and policy-making over
the past decade, displacing narrower and more traditional concepts of
poverty (Levitas, 1998). Current claims made for the positive links
between culture and social cohesion can be traced through a series of
reports and documents.

Culture, cohesion and urban policy

Contemporary governmental thinking about the role of cultural policy in
relation to social cohesion can be traced back to the work of the Social
Exclusion Unit, established in 1997. One of the eighteen Policy Action
Teams (PAT 10) set up to carry this work forward explored the way in
which art, sport and other cultural activities could have a positive impact on
health, crime and unemployment in deprived communities. The PAT 10
report argued that ‘arts and sports, cultural and recreational activity, can
contribute to neighbourhood renewal and make a real difference to health,
crime, employment and education in deprived communities’ (DCMS,
1999, p. 8). The underlying argument linked participation in cultural activ-
ities to the development of individual skills and self-confidence, to the
building of community identity, to strengthening links between individuals
and their wider communities, and to support for economic growth. Both
DCMS and the Arts Council subsequently prioritized work in this area,
commissioning research to establish the nature of the links, and attempting
to develop appropriate performance indicators (Arts Council, 1999;
DCMS, 2001a).

As a result cultural themes have become more prominent in broader
regeneration and community development policies linked to social inclu-
sion and cohesion. For example, in Bristol, more cultural projects have
been included in recent SRB (Single Regeneration Budget) bids and allo-
cations. Earlier rounds of SRB funding concentrated more on the ‘tradi-
tional regeneration concerns of physical renewal, training and skills and on
issues of health’ (Griffiths, 2001), but SRB Round 4 signalled a significant
change. It included funding for a major media project providing opportuni-
ties for young people in one of the city’s most disadvantaged communities
to participate in digital arts. Another thematic project, called YOUR (Youth
Owning Urban Regeneration), focused on ways of involving young people
in regeneration in different areas of the city through involvement in a vari-
ety of arts-oriented activities (Kimberlee, Hoggett and Stewart, 2000). Arts
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and cultural projects linked to social inclusion and community develop-
ment have also formed an important component in the New Deal for
Communities programme that covers a large area of the inner city.

However, such trends should not be exaggerated. In a recent survey of
65 SRB programmes in three English regions (London, the North West and
Eastern) over half (35 programmes) had no projects with a ‘cultural
content’ (Symon and Williams, 2001, p. 61), although the same survey
noted that 31 programmes had organized some 109 projects with a cultural
content. Similarly, a review of the delivery plans of the 39 New Deal for
Communities (NDC) programme has revealed that cultural activity has
only been included as a specific ‘domain’ in relatively few of the 39
programmes.

Additional funding for cultural projects linked to social inclusion also
flows into cities through the National Lottery funds for ‘good causes’ (such as
arts and sports projects). Lottery money has become more important for cities
over the past seven years, although not all this money is directly targeted at
tackling social exclusion. The average level of awards across all six of the
‘good causes’ in 24 large English cities was £226 per head for the period 1995
to February 2002 (or £32 per head per annum). The average local authority
annual budget for cultural and recreational activities (for 16 unitary authori-
ties in large dominant English cities) in 2000/1 was £47 per head.

Evaluating the impacts: do cultural policies make
a difference?

The PAT 10 report, whilst laying out arguments why cultural participation
should have positive benefits for social cohesion, also noted the lack of
‘hard evidence’ for the regenerative impact of arts and culture. In spite of
subsequent research efforts the relationships remain elusive.

Jermyn (2001) provides a general overview of a swathe of relevant stud-
ies, identifying at least 20 alleged benefits from greater cultural participa-
tion. Coalter (2001) concentrated on five outcomes associated with arts and
cultural projects: personal development, professional development (and
employment), community development, a changed sense of place and local
identity, and better health and well-being. Matarasso (1997) analysed the
social impact of a wide range of cultural projects along six dimensions,
including measures of personal development, social cohesion, community
empowerment, local image and identity, imagination and vision, and health
and well-being. With regard to social cohesion, his report claims that
participation in local arts projects almost without exception brought people
together in a way that reduced their isolation and social exclusion. The
projects provided neutral spaces where friendships could develop; they
encouraged partnership and co-operation; they often brought old and
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young together; and some promoted inter-cultural understanding.
Participation in the arts also helped to empower people economically by
providing them with organizational and other transferable skills. In a more
recent publication for the Joseph Rowntree Foundation, Creative
Regeneration, Dwelly (2001) reviews in positive terms 10 community arts
projects in poorer areas in Wales, including community festivals, estate
recording studios, video projects, community theatre and creative dance.
Amongst the achievements listed are improvements to community morale,
bridge building between communities, increased self-esteem, development
of new skills, engagement with people who are often hard to reach through
other policies, and the development of creativity and talent.

Alongside such general studies there is also a range of more detailed
research that has sought to evaluate the links between art, culture and
educational improvements. In spite of quite sophisticated methodologies
precise linkages are difficult to prove, though localized studies continue to
suggest that some benefits are being generated in some areas. Research in
Bristol, for example, has pointed to the benefits of arts-based projects
based in schools in disadvantaged areas. A school in the heart of one of the
poorest council estates has offered pupils the chance to take part in a range
of arts-based projects involving dancers, musicians and other personnel
from leading local companies. Research suggests that participation in such
extra-curricular activities has not only improved pupils’ expressive and
artistic skills, but has also led to better exam performance and improved
perceptions of the locality (Kelly and Kelly, 2000, p. 28).

The main weakness of many of these studies is the lack of systematic,
long-term evaluation. The numbers of people involved in arts and sports
projects in urban regeneration areas are still relatively small. The evalua-
tion of such projects often relies on post-project attitudinal questionnaires,
but without proper baseline studies to measure improvements from a
known base. The evidence that does exist has often been carried out unsys-
tematically over a relatively short time period in an environment where arts
practitioners are sometimes hostile to the very notion of evaluation. There
is also the problem of generalizing across sub-sectors, since different arts
and cultural activities vary greatly in their ability to encourage participa-
tion. Interactive effects may also be important: cultural participation may
be highly effective only in contexts where it reinforces the positive effects
of other, non-cultural policy initiatives (such as skills development and job
creation). Finally, it is not clear whether social cohesion is a distinctive
category of benefit or an aggregate effect that encompasses a whole
network of positively interacting benefits of inter-related policies.

Even more uncertainty surrounds the issue of the relationships between
cultural development and social cohesion once we bring competitiveness
back into the picture.
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Culture, competition and cohesion:
virtuous or vicious cycles?

The discourse linking social cohesion to notions of culture centres on the
constructions of identities that offer both internal and external motivation to
individuals and groups living and working in the city. In this sense it is
culture used in the sense of a ‘way of life’ or as a set of values that underpin
the use of the concept. Social inclusion and social cohesion have proved to
be elusive, complex, and multidimensional outcomes that can interact with
competitiveness in many different ways. But New Labour rhetoric has
tended to emphasize the mutually supportive, synergistic relationships that
can exist between social cohesion and competitiveness (Fainstein, 2001b).
A virtuous circle is assumed in which competitive success supports greater
social inclusion and cohesion, which in turn reinforces urban competitive-
ness. Increasingly, cultural activities have been drawn into this benign
scenario in a supporting role. Culture supports city competitiveness in the
various ways outlined above, and competitive success provides resources
and opportunities for greater social inclusion. At the same time, skills and
attitudes learnt in cultural activities have direct economic benefits for the
individual and for the communities in which they live.

However, the relationships between competitiveness and social cohesion
can work in other, more negative ways. Thus competitiveness can be linked
to social segmentation and disintegration in vicious circles, in which
competitive success may breed growing inequalities and social tensions, or
competitive failure may lead to increasing poverty, marginalization and
resentment (Fainstein, 2001b). Policies to support social cohesion may thus
work in some situations but not in others, making the relationships between
competition, cohesion and governance dependent on combinations of
factors operating in particular local contexts. Thus cultural programmes
which form part of virtuous circles may be much more beneficial in their
impacts. As part of vicious circles, they may be little more than a means of
managing social decline or defusing dissent. On the other hand, cultural
participation that develops self-confidence (and a sense of common identity
and purpose) may galvanize communities that have lost hope into co-ordi-
nated demands and action that provides a platform for economic recovery.
Again, more research is needed in a greater variety of local contexts and
over a longer period of time to tease out which relationships actually hold.

Criticisms and debates

It is evident that enormous strides have been made in cultural policy and
cultural debates over the past few decades. In policy terms, cultural policy
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for most cities for much of the post-war period was a largely minor and
peripheral arts policy, palely echoing at the local level an elitist, national
cultural strategy which was run by arms’-length quangos of the great and
the good. Over the past few decades arts policy has grown into a wide range
of increasingly comprehensive cultural strategies, supported by an array of
national, regional and local institutions. Culture is now much more central
to debates about urban competitiveness, social cohesion, civic identity and
the local quality of life. City governments are more alive to the value of
their cultural assets and the benefits of cultivating new and fast-growing
cultural industries. Thus in responding to the two questions posed in the
introduction, the increasing use of the cultural concept in urban research
and policy-making reflects a broadening of the debate about urban change
to include practices and experiences such as the informal arts economy and
the increasing importance of creativity and consumption to the economy as
a whole. These are substantive changes that have been incorporated into
discourses of urban change through the use of cultural policy. This has also
reflected the redrawing of the boundaries of the social, the economic and
the political in cities. Thus the growth of the cultural economy in cities has
also forced researchers and policy-makers to re-think the boundary and
scope of the formal mainstream economy in relation to new economic enti-
ties such as the cultural economy.

There is much to applaud in all this. Concepts of culture have been
widened through intellectual debate and policy discourses; rigid cultural
hierarchies and unexamined elitist assumptions have been brought into
question; cultural activities have been diversified and popularized; and
many cities have been equipped with an impressive array of new cultural
infrastructures which have acted as catalysts for urban regeneration (at
least of their central areas). There is also more critical awareness of the
deficiencies of past policies, with recognition of the need to achieve a
better balance between economic development and community participa-
tion goals, between cultural production and consumption, between ‘flag-
ship’ projects and local community development, and between investment
in city centre and more peripheral locations within the city.

Some have seen the way forward as the further expansion of cultural
objectives. Bianchini, in particular, has argued for what he calls ‘cultural
planning’ as the next step forwards, taking the contribution of culture to
another level. It rests on a broad, anthropological definition of culture as a
‘way of life’. It expands the field of cultural action from the arts and
cultural industries to sports, recreation, architecture and planning, heritage,
tourism, eating and entertainment, the characteristics of a city’s public
realm, and its identity and external image. Cultural planning would involve
a sea change in local policy in that it makes the exploitation of local cultural
assets and resources central to urban development. As a result culture
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becomes a major focus and a dimension of all aspects of urban policy and
administration. Cultural planning draws upon and generalizes the
resources, and modes of thinking and working in cultural productions. It is
holistic and inter-disciplinary in approach, innovation-oriented, critical
and questioning, people-centred, and informed by critical knowledge of
traditions of cultural expression.

There is much to be welcomed in such a perspective that tries to tran-
scend the limitations and deficiencies of existing policies, but arguably the
expansion of culture to include almost everything also risks the danger of
making culture so broad it becomes meaningless. Such a perspective also
fails to transcend a number of problems that run through cultural policies
and discourses at a deeper level.

First, the very scale and reach of culture and cultural policy now raises
problems. This is partly the result of the way cultural policies and
discourses have grown. As Gray (2002) has noted, cultural strategies have
grown through ‘attachment’ to the aims and goals of other, more traditional
or higher priority policy areas. Thus cultural policies have been taken up
because of their perceived relevance in generating jobs and growth, in tack-
ling social exclusion and its attendant problems such as decline, and in
shaping civic identities and marketing images. Thus culture has perhaps
not been properly considered in its own right. It has become ‘instrumental-
ized’ as an arm of state policy, and stretched too far across a range of policy
areas in an incoherent way.

Second, the perceived instrumentalization of culture has sparked a back-
lash in some quarters. Critics have been worried by what they see as the
overextension of state influence on art and culture, making it yet another
instrument of social policy. Brighton (2000), for example, has referred to
New Labour policy as ‘the tragedy of Soviet Socialist Realism re-played as
a social democratic farce’. Other critics have objected to the deliberate
rejection of value hierarchies that distinguish ‘high’ and ‘low’ cultures in
terms of their intrinsic merit in official discourse. Whereas supporters of
the idea have seen this as progressive, critics have seen such uncritical
populism as contributing to a ‘dumbing down’ of culture. In the process art
is in danger of losing its critical edge as an activity that is fundamentally
hostile to power and the state. The lumping together of so many activities
as cultural leads to a loss of critical edge and critical judgement. (For a
lively range of views see the varied contributions in Wallinger and
Warnock, 2000.)

Third, instrumentalism fosters a bland and overly benign view of
culture. This is reflected in the implicit assumption in New Labour
discourses that art and culture contribute to social harmony and multicul-
tural understanding, and that a developing sense of cultural identity and the
ability to express oneself with growing self-confidence must contribute to
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social cohesion. This seems to be a benign, instrumental way of viewing art
and culture and its relation to social order. It ignores the way culture and
creativity can accentuate difference, and provoke dissent and critique.
There is after all a long tradition of community art going back to 1970s,
inspired by a radical libertarianism which sees participation as a route to
giving poor communities a voice and confidence to challenge institutions
of power. It is a tradition that links cultural expression to forms of political
protest and activism that challenge rather than reinforce local political
order (Orton, 1996).

Fourth, it could be argued that in spite of recent developments, cultural
policies are still driven to a great extent by neo-liberal ideologies that are
forcing cities to become more entrepreneurial in the pursuit of competitive
success (Peck, 2001). Such entrepreneurial competition drives the forma-
tion of private/public partnerships, growth coalitions and urban regimes
which orchestrate investment in prestige projects and growth-oriented
policies. In such a context, cultural policies are easily drawn into the
competitive processes of place-marketing and urban re-imaging. Cities
seek to accumulate collective symbolic capital to realize the monopoly
rents that accrue to the exploitation of their unique, cultural qualities
(Harvey, 2002).

However, these processes have their own internal contradictions.
Competition results in the increasing commodification of culture and place,
but this commodification often tends towards homogenization. As more and
more cities compete with each other, driven by multinational development
companies and serviced by specialist consultancies and teams of architects,
there is a tendency towards homogenization that undermines uniqueness
and the prospect of reaping monopoly advantage. Such homogenization is
already evident in the serial reproduction of many waterfront developments,
incorporating variations on the same basic thematic elements. But the
attempt to commodify and market ‘authentic’ local cultures, histories and
traditions also opens up space for multiple forms of localized resistance.
The challenge, as Harvey suggests, is to build on local cultural uniqueness
without descending into reactionary localisms and nationalisms.

This is not easy, and arguably existing policy discourses are inadequate
for the task. It means transcending existing policies which merely re-cycle
bland, conflict-free and one-dimensional images of localities for marketing
purposes to involve local populations in the creation of distinctive places.
Some ideas are evident in the attempts by so-called ‘core cities’ outside
London to develop their distinctive, regional cultural differences and
become centres of cultural excellence and regional leaders in their own
right, developing in a symbiotic and interactive way with the metropolis
rather than simply trying to compete with it and with each other using the
same priorities and models (Comedia, 2003).



Chapter 9

Neighbourhoods and Poverty:
Linking Place and Social
Exclusion

ROWLAND ATKINSON, NICK BUCK and KEITH KINTREA

Introduction

The many areas of deprivation in towns and cities exist because of under-
lying social and economic inequality. This inequality is translated into
spatial concentrations of affluence and deprivation by the legacy of past
patterns of residential development and the dynamic operation of the
current housing system. People who have choices often live where others
who have a similar set of values and experiences live. At the other end of
the spectrum, people with few resources are constrained to live in the least
attractive areas that are generally occupied by other people like them-
selves. Many, but not all, of the poorest areas are dominated by social
rented housing. However, the connections between individual poverty and
disadvantage and area deprivation are complex, and in particular it is diffi-
cult to assess the degree to which people are disadvantaged by where they
live; that is, how far living in places opens up or closes down opportunities
for their residents. Moreover there are issues of scale. It is possible that
people are disadvantaged by living in regions with weak labour markets,
and that they are disadvantaged by living in more deprived neighbour-
hoods. It is likely that different processes generate these effects, but it is
also possible that they are reinforcing. This chapter looks at these connec-
tions, drawing on the international literature, UK survey data sources and
studies in Scotland and the South East of England.

Urban policy in Britain, like much of Western Europe, has concentrated
its efforts on the poorest urban neighbourhoods. The earliest of these
experiments go back 30 years and more to the time of the ‘rediscovery’ of
poverty amid post-war prosperity. In the late 1990s a range of neighbour-
hood-based initiatives proliferated across the UK with various ‘zones’ and
‘areas’ being declared to deal with different aspects of social exclusion
(such as education, young people, etc.). At the same time there was an
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increased emphasis on ‘bending’ mainstream services through improved
planning processes in order to better suit the needs of the poorest areas.

This policy fits within a wider framework, the New Conventional
Wisdom, linking competitiveness, cohesion and governance, which was
outlined in Chapter 1. Some commentators, from a social democratic
perspective, have seen the emphasis on the link between social cohesion
and competitiveness as providing an enduring justification for redistribu-
tive social policy in an era when its justification on the basis of equity and
social need is more weakly supported. For others, this same link justifies
policies for the reintegration of the socially excluded, in order to minimize
long-term threats to social order. This means that the concern about urban
poverty is not just focused on life chances for individuals, but also with its
effects on the social and economic functioning of cities.

The chapter is also informed by international debates on urban poverty,
working within different theoretical frameworks. A key theme concerns
polarization in global cities (e.g. Sassen, 1991). Another strand concerns
work, particularly in the USA on ghetto poverty (especially Wilson, 1987,
1996). Parallel European and British work has focused on the idea of social
exclusion (e.g. Levitas, 1998; Madanipour et al., 1998). From these litera-
tures it can be observed that there are a set of hypothesized changes in large
metropolitan areas:

(a) increasing inequalities in occupational structure, labour market
opportunities and household income distribution;

(b) a larger group experiencing poverty and other kinds of social and
economic disadvantage;

(c) deepening residential segregation between income groups and ethnic
groups;

(d) a tendency for groups experiencing poverty and disadvantage to
become more separate from ‘mainstream society’ and to form an
outsider population, variously labelled the ‘underclass’, the ‘socially
excluded’ or the ‘marginal’, who have distinctive patterns of social
life or ways of living;

(e) in the context of long-term deindustrialization, where traditional
stable employment opportunities for residents have disappeared and
residential segregation has increased, there is an increasing social
disorganization of communities. This has consequences for a range of
other outcomes, including family life, the socialization of children
and young people, and crime and social disorder.

While there may be widespread agreement with the existence of these
changes it is important to separate out the different components of change,
because there is no necessary relationship between them. Certainly it
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seems probable that there will be some causal relationships between some
of these outcomes, but these must be established empirically, not just
assumed to exist. For example, there could be increasing inequality with-
out any increase in the size of the group experiencing disadvantage. It is
equally possible that inequality may widen or the number of people in
poverty may increase, or both, without increasing residential segregation
or social disconnection. One of the sources of confusion is that these differ-
ent outcomes tend to be the concerns of different disciplines, each working
in isolation.

In this chapter we are concerned with the causal relationships between
these tendencies. In particular, how far are the links between overall
inequality and the increase in the numbers of the poor (a and b) and resi-
dential segregation (c) mutually reinforcing? On the one hand, evidence
from Cheshire et al., (2004) suggests that increases in (c) may be caused by
(a) and (b). On the other, the ‘area effects’ debate is essentially about
whether (b), and also possibly (a), are in part a consequence of (c). There is
also a question of how far the social distance of the poor from the rest of
society (d), if it exists, is caused or extended by residential segregation (c),
as well as by increasing inequality (a). Finally there is the question of the
consequences of this increasing social distance for the social disorganiza-
tion of communities (e) (i.e. the system-wide consequences of area effects
for social order).

In exploring these questions we return to some of the key issues raised
in Chapter 3. In particular, since current policy is often expressed in terms
of social exclusion, we consider how this shift in vocabulary from the static
language of poverty enhances understanding of deprived urban areas. As
Chapter 3 suggested, social exclusion, while often diffuse, does have
potential advantages as a concept, including multidimensionality, a focus
on exclusion as an active process rather than just a state, and, in conse-
quence, a concern with understanding changes in people’s lives through
time. Its potential danger is that it implies a false dualistic, insider—outsider
model of society, rather as the underclass concept did, and underestimates
social connectedness.

In this chapter we use exclusion critically, in the light of these broader
meanings. We also pick up from Chapter 3 some issues concerning how
cities vary. What implications do factors such as overall economic compet-
itiveness, economic function within the national and global system, size,
and urban structure have for the experience of urban poverty? At what
spatial scale should we be examining and addressing issues of urban
policy? To address these questions we draw on three main studies: one
based on the British Household Panel Survey (BHPS), which is the first to
explore neighbourhood effects at the national level; another of localities in
Edinburgh and Glasgow; and one of neighbourhoods across the London
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region. The Glasgow/Edinburgh study specifically looked for evidence of
neighbourhood effects at the local level while the London study was more
generally aimed at identifying influences on success and disadvantage.

Area effects

One of the key ideas which links places with people is the idea of ‘area
effects’ or ‘neighbourhood effects’. This can be encapsulated in the ques-
tion of whether living in one area rather than others might affect the life
chances of residents. Research on area effects normally focuses on rela-
tively small neighbourhoods, and this is the main focus of this chapter.
However, it is also possible that there are differences at a broader spatial
level. Neighbourhood effects may be defined as the independent, separable
effects on social and economic opportunities which arise from living in a
particular neighbourhood. The area effects approach suggests that deprived
people who live in the most deprived areas may have their life chances
reduced as compared to their counterparts in more socially-mixed neigh-
bourhoods. Demonstrating neighbourhood effects therefore involves much
more than showing that there are variations in area deprivation: these might
simply follow from residential sorting. There is a wide range of possible
reasons for these effects including increased pressures on services, inward-
looking attitudes, stigmatization, weak social capital and the attitudes of
service-providers to residents of such areas. In practice there may be a
number of different types of intrinsic area effects, some of which do not
necessarily follow from population deprivation, and which do not neces-
sarily relate to social exclusion. These include, for example, environmen-
tal pollution, features of the built environment, or the quality of local
services.

Area effects are often implicitly assumed by the government’s urban
policy which has seen increasing numbers of programmes directed at poor
communities rather than using universal welfare entitlements to target poor
individuals. While it is well known that the majority of poor people in
Britain live outside areas defined as poor (e.g. Lee and Murie, 1997) it has
also been argued that concentrating funding on deprived areas delivers
greater levels of help to those in need and helps to break the link between
poor places and people (G. Smith, 1999). Area effects are not the only
possible justification for these policies: for example, there may be equity or
welfare arguments for policies to mitigate aspects of an area which are the
subject of dissatisfaction, or ensuring equal quality of public service deliv-
ery. There may be a view that some spatial inequalities give rise to threats
to social order which have wider effects on social cohesion. However,
where spatially targeted policy aims to improve individual social and
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economic outcomes, it does rest on the assumption that there are significant
area effects. Figure 9.1 indicates the range of mechanisms by which area
effects may be transmitted, thus making poverty more difficult to escape in
deprived areas.

Evidence on area effects

Searching for evidence on area effects is not straightforward, partly
because it is so difficult to separate out what is genuinely caused by living
in an area, and what arises from the capacities and resources which people
bring to situations from their past experience, independent of where they
are currently living. Because of this it is important to have high quality data
on both neighbourhoods and individuals in order to control for possible
interactions, though even then there are some significant problems in iden-
tifying effects. As a result it is often argued that after ethnicity, class,
gender and other individual background factors are taken into account, the
contribution to a range of social problems by virtue of place of residence is
either very small or non-existent. US studies that indicate that living in a
poor area has a detrimental effect have been usefully summarized by
Jencks and Mayer (1990), Ellen and Turner (1997) and by Brooks-Gunn et
al. (1997). They generally conclude that area effects exist, but are rela-
tively small. More recent studies based on housing mobility experiments
(Duncan et al., 2004) do find positive benefits from moving to better neigh-
bourhoods. It should be noted that most of the US studies focus on
outcomes for children and adolescents, and there are plausible reasons for
believing that effects may be stronger at these ages than in adulthood.

Some authors are dubious whether area effects operate outside America
because the USA is characterized by wide income disparities and a close
connection between employment, income and housing quality, which are
mitigated in much of Europe by welfare states and social housing. The
USA also has more extreme racial segregation (Ostendorf et al., 2001).
Nevertheless, a growing number of authors are beginning to recognize that
area effects are also potentially important in the British context — for exam-
ple, Somerville (1998), Smith (1999) and Dabinett et al. (2001) — although
they all agree that better evidence is required.

The investigation of area effects can take a number of forms. They can
involve systematic comparison of personal outcomes in a large number of
areas using national survey and census data. These can also include
focused case studies of areas contrasting on the hypothesized inputs to area
variation. Case study contrasts between different regions may also provide
evidence about the extent to which the experience of living in deprived
neighbourhoods is influenced by the wider neighbourhood context. The
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Figure 9.1 The different kinds of area effects
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different types of study have different strengths and weaknesses. The
systematic national studies provide a wide variation in neighbourhood
experience, and therefore make it easier to identify associations between
neighbourhood socio-economic disadvantage and individual disadvan-
tage; by contrast, case study approaches find it more difficult to exclude the
effects of other idiosyncratic neighbourhood differences. Systematic statis-
tical studies find much greater difficulty in identifying the particular causal
pathways which may be producing the neighbourhood; richer qualitative
data from case studies can provide such evidence, and also give a better
sense of the experience of social exclusion in different sorts of area. Below
we report evidence from three studies: a national study using longitudinal
survey data (Buck, 2001; McCulloch, 2001), and local studies in the
London region (Buck ef a/., 2002) and in Scotland (Atkinson and Kintrea,
2001, 2002, 2004).

The national study was based on analysis of the BHPS data, matched to
area deprivation data, and also analysis of small area census data exploring
non-linearities in the relationship between personal characteristics and
outcomes which would imply the existence of area effects. The analyses
suggest very substantial variation in residents’ perceptions of areas, their
desire to move away and their attachment to area, and their fear of crime
related directly to neighbourhood social and economic deprivation.
However, when considering variations in life chances and social and
economic outcomes, the effects were substantively more modest in scale,
although still statistically significant.

There is evidence that in deprived areas both people’s expectations of
starting a job and their actual probability of starting one are lower, control-
ling for individual characteristics, and similarly, chances of leaving
poverty are lower, and of re-entering poverty are higher than in non-
deprived areas. All this is consistent with exclusionary processes placing
barriers to exit from disadvantaged states, which are greater in deprived
areas than in non-deprived areas. However none of these effects is very
large. Thus, for the logistic regression models of probabilities of various
outcomes, the effect of a one standard deviation increase in area depriva-
tion is to reduce the probability of leaving poverty by around 12 per cent.
By contrast, being a lone parent with no qualifications and no work experi-
ence reduces this probability by around 45 per cent. Similarly the probabil-
ity of entering poverty is raised by around 10 per cent by a one standard
deviation increase in area deprivation, but it is doubled for a lone parent
without qualifications. These models exclude housing tenure, which is
strongly related to the outcomes in question, but is associated with area
choice. When tenure is included, the association with area deprivation is
reduced, though it remains statistically significant.

Research on neighbourhood effects has been forced to use whatever
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spatial scale of data was available, and this has typically been at a larger
scale than is implied by many of the hypothesized influences (i.e. a scale
beyond which regular social interactions might be expected). The BHPS
research investigated small-scale effects, down to the nearest 500 people,
and how effects varied with increasing scale, up to a 10,000 population
unit. This varies with the nature of the outcome. Non-monetary poverty
has the sharpest difference, with the coefficient for the smallest scale
being nearly 40 per cent greater than that for the largest scale used. Not
having close friends in employment, poverty entry and poverty exit
display smaller but appreciable differences in the same direction. For
entry into work the scale differences are minor, and for expectations of
employment, they work in the opposite direction (i.e. they are greater in
the larger areas).

It is sometimes hypothesized that weak social capital (e.g., limited
social networks) may contribute to social exclusion, and that this may be
associated with living in a deprived neighbourhood. Buck (2001) suggests
a very mixed pattern of association. In particular there is only weak
evidence of greater social isolation in deprived neighbourhoods, and no
evidence of fewer friend contacts in such areas, although the likelihood of
friends being employed is lower. Indicators such as social trust tend to be
much more strongly associated with social class than with neighbourhood
deprivation.

Policy often relies (explicitly or implicitly) on the assumption that
effects were non-linear, with an increasing association in more deprived
areas; but analyses of the majority of outcomes in the individual level
analyses suggests a continuous steady relationship across all levels of
deprivation. In the case of neighbourhood social capital the greatest differ-
ences are between affluent areas and average areas. However, for one
outcome, poverty exit, there is reasonably clear evidence of a non-linear
association involving a markedly greater deterioration in the worst areas.
This would support a view that in this respect concentrations of disadvan-
tage do contribute to social exclusion.

Analyses using aggregate data on educational achievements, crime and
lone parenthood suggested that in each case, except for property crime,
there were some significant contextual/neighbourhood effects (Gordon
and Monastiriotis, 2003, 2004). But these were linked to quite particular
sets of population characteristics rather than generalized measures of
deprivation, and were often stronger in relatively advantaged areas. Hence
it could not be assumed that reducing disparities between areas in popula-
tion mix or the incidence of unemployment would necessarily improve
overall outcomes across broader areas. For example, in the case of educa-
tion, there is evidence of an effect associated with the proportion of lone
parents in the population, and this appears to operate through disciplinary
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issues such as absenteeism. However, the major differences are between
areas with very low proportions of lone parents and areas with average
proportions, rather than between areas with very high proportions and the
average. There is also some evidence that higher levels of educational
deprivation are associated with increased levels of some types of violent
crime, and also of an influence from higher levels of male unemployment
on increased lone parenthood. Thus, as with the individual level analyses,
the emphasis is on diversity of potential effects rather than a single uniform
process of area disadvantage generating social exclusion.

This national research thus suggests that there are significant associa-
tions between area deprivation and individual outcomes, but these are by
no means as simple and uniform as policies may assume; neither is there
any clear evidence that there is a sub-set of the poorest neighbourhoods for
which the effects are very much stronger.

Evidence from Edinburgh and Glasgow

Research on area effects in Glasgow and Edinburgh (Atkinson and Kintrea,
2001, 2002, 2004) worked from two distinct angles. Taking pairs of
deprived and socially mixed areas in Glasgow and Edinburgh, a survey of
200 households was carried out in each. In addition, in-depth interviews
were carried out with 50 key actors working and sometimes living in the
four areas. The research was designed to assess the comparative scale of
exclusion in different contexts as well as looking at the perceptions of indi-
viduals well placed to give an overview of social life in each of the areas.
By comparing people in similar social contexts yet in different locales the
research opened up the possibility of observing key outcomes for people in
similar situations. Most importantly it gives us some potential insight into
the processes which might generate area effects.

The two deprived areas were similar to many others in Scotland and the
north of England. Both were originally built as council estates in the post-
war period to serve slum clearance and general needs. They were physi-
cally distinctive and separated from the surrounding urban fabric by other
land uses and major roads, and were located at the edge of the urban area.
Both areas were still dominated by social rented housing and, in spite of
successive rounds of regeneration, they remained among the most deprived
5 per cent of residential areas. In both cities the population of the deprived
areas was overwhelmingly white and unskilled working class. Levels of
unemployment were much higher in the deprived areas than in the socially
mixed areas, as was ill health and disability. The majority tenure in these
mixed areas was owner-occupation. There were some differences in the
character of the Glasgow and Edinburgh mixed areas, with the Glasgow
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area a peripheral working-class suburb, but with a higher share of skilled
workers (group C2) than the equivalent deprived area. The Edinburgh
mixed area was an inner-city neighbourhood, predominantly made up of
flats, with small households and a more balanced social class structure.

There were important differences in the city contexts which had impacts
on the neighbourhoods. Glasgow has some of the largest most intense
spatial concentrations of poverty in Britain. The city as a whole also has
some of the worst experience of labour market inactivity related to long-
term sickness and disability, and more recent employment growth has
tended to reintegrate the socially excluded into the labour market only very
weakly. Changes within social housing and the limited extent of private
housing in the poorest areas have tended to increase the segregation of the
poorest. In Glasgow, the poor area was therefore in low demand and popu-
lation was falling quite fast as houses were demolished, while the deprived
Edinburgh neighbourhood was more stable in consequence of a more
buoyant housing market. The labour market of Edinburgh was also rela-
tively strong, with consistent growth in the 1990s.

The discussion here is mainly concerned with assessing the processes
through which area effects may operate: social isolation, shared norms and
values, and stigma. However, the area surveys did confirm the disparities
in outcomes, especially employment outcomes, and suggested that they
related in different ways to housing tenure and class. Housing tenure was
strongly related to employment in all areas, with homeowners being more
likely to be employed than social renters; but homeowners were much less
likely to be employed in the poorer areas than their counterparts in socially
mixed areas, while the area differences amongst social renters were
narrower. The likelihood of employment of those in similar social classes
also differed between deprived and mixed areas, and patterns were rather
different in Edinburgh and Glasgow. In the former, employment rates by
class were largely similar for the higher social class groups, though there
was some divergence for social classes D and E. In Glasgow, on the other
hand, there was much greater divergence in employment prospects for
those around the middle of the class distribution. Together these results are
suggestive of greater relative disadvantage being experienced in poorer
areas by those whose individual characteristics do not imply the greatest
disadvantage. However, before concluding this it would be important to
control also for a wider range of background factors.

Social isolation is one of the intervening factors which may contribute to
area effects. It is, however, relatively complex and multidimensional. Ties
outside the neighbourhood may contribute to widening opportunities, and
if residents only rarely leave the neighbourhood it may be a signal of
circumscribed horizons, so the particular nature of the external ties and
trips will be important. We rely here on survey evidence on the extent to
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which residents made trips outside the area and on the location of their
family and friends, and also on key actors’ perceptions.

Patterns of daily mobility more often extended beyond the neighbour-
hood boundary in the mixed areas. This was linked to greater levels of
people in work and a greater spread of workplaces, since residents of
deprived neighbourhoods more often held jobs based within the same
neighbourhood. However, when broken down by tenure a counter-intuitive
pattern emerged. Mobility rates for owners were slightly greater in the
mixed areas, while local authority tenants’ movement out of the neigh-
bourhood was greater in the deprived areas. Rates of mobility were gener-
ally higher for the Edinburgh neighbourhoods. Overall the quantitative
work did not appear to support the contention that residents of deprived
areas are physically isolated. Indeed, using council renting and low social
class as proxies for poverty, the results show these groups to be rather less
isolated than their counterparts in the mixed areas in terms of their travel
behaviour and, for tenants, their car ownership rates. We will see below
that there is other evidence of isolation effects from qualitative interviews.

Information on social networks seems to offer some evidence on social
isolation. The Edinburgh deprived area has much the highest proportion of
residents who have predominantly locally-based friends and family,
suggesting that residents there are much more inward-looking. However,
in the case of the Glasgow deprived area the proportion of local friends and
family is not especially high, in contrast to the Glasgow mixed area,
reflecting perhaps the traditional working-class roots of this neighbour-
hood. The area that stands out most is the mixed Edinburgh area where very
few households had either friends or family in the same locality, reflecting
its role in the housing market of providing transitional accommodation.
However, measures examining residents’ links with acquaintances who
have jobs and acquaintances who live in different housing tenures suggests
relative isolation among the jobless and the council renters who predomi-
nate in the deprived neighbourhoods.

Our in-depth interviews suggested social and physical isolation could be
observed but that the experience and nature of isolation was varied, and no
overall pattern emerged. For example, it was possible to be well integrated
locally but distant from the wider activities of other parts of the city. Some
interviewees were of the opinion that such isolation was more tangible in
deprived areas. One suggested: ‘People in this area don’t make a connec-
tion with the rest of Edinburgh, maybe they’ll go to the [name of shopping
area in adjoining part of city] but go up the town? Most people have no
reason to go outside the area. They’ve no money to spend up the town’
(Community Centre Administrator, Edinburgh deprived area). Adults were
also isolated within their estates from the rest of the city around them, but:
‘People aren’t so isolated as they used to be. People do travel to the centre
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of town [i.e. Edinburgh city centre] for shopping and socializing’
(Community worker, Edinburgh deprived area).

There were additional practical problems resulting from isolation. Some
informants suggested that many people were reluctant to leave the estate
for work because they lacked confidence. Territoriality (e.g. through gang
membership) in the deprived areas was seen as both prevalent and effective
in producing isolation. Spatial divisions, unseen to outsiders, were also
reinforced by the competition for resources that has resulted from the avail-
ability of regeneration money. It was difficult to strike a balance between
community ownership and avoiding territoriality. While isolation was
viewed as something that occurred in both mixed and deprived areas,
however, in deprived areas the experience was worse because of material
deprivation and poor services.

The idea of area effects suggests a connection between place and shared
values: that is to say, that normative frameworks may be, in part, restricted
to a locale. Commentators, such as Murray (1996), have often argued that
deprived areas contain normatively deviant populations wherein criminal-
ity is seen as a standard response to, and sustained by, deprivation. Our
results, however, indicate that living in an area with crime does not lead to
it being seen as normal. The desire to move to find a safer area was great-
est among those living in the deprived neighbourhoods and is further
supported by evidence from studies of the abandonment of neighbour-
hoods in England (e.g. Holmans and Simpson, 1999), which shows that
crime is one of its key drivers.

Our in-depth interviews suggested that there was a perception that some
values held in the deprived areas held people back. However, it was
perhaps less clear that different values in the mixed areas enabled people to
do well. The view of some interviewees was that in deprived areas:

The attitude to work is different . . . they don’t have a work ethos and
they don’t see the purpose of education and training and that happens
more here than other similar schemes [i.e. housing estates] in Glasgow
in my professional experience . .. It’s long-term dependency on the
state, it develops an ethos of dependency and an ethos of ‘why should I
do that?’ People don’t take responsibility. (Community care worker,
Glasgow deprived area)

Inward-looking attitudes were often seen as stemming from extended
family networks that enabled stronger mutual support but tended to focus
on the immediate neighbourhood as the territory of everyday life. It was
often argued that in the deprived areas what many outsiders perceived as an
aversion to work was also a rational response to high rents and benefit traps
which made getting a job problematic given the prevailing levels of skills
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and likely wage levels. Writers such as Bourgois (1995) have argued that
such apparently harmful local value systems are responses to economic
and social pressures that have concentrated poverty, leaving few economic
opportunities.

It was possible to get a deeper idea of the differences between areas
when some interviewees had worked in both deprived and non-deprived
areas. One teacher had worked in both and highlighted some of the differ-
ences: ‘There was not as much teaching, put it that way. You were more a
social worker a lot of the time . . . things like homework were very difficult
and we didn’t pursue it to the same extent that we do here’ (Teacher 1,
Edinburgh mixed area). Elsewhere, an interviewee from the mixed
Glasgow area maintained that young people coming from the neighbouring
deprived area to his school were ‘almost by definition from unambitious
backgrounds; they are not socially mobile’. Within the deprived areas,
limited social and geographical horizons among children were regularly
identified. These patterns were sometimes explained in terms of poverty
but more often were related, particularly for children, to staying in the same
area for long periods of time and observing that not many other people left
the area:

I think part of it may be unemployment, because if you get an area where
people are at work all day and they are all going off and doing their own
things, whereas they are not here. People don’t tend to move very far,
their horizons are quite narrow — particularly the kids. Some of the kids
brought up here move very small distances. Even from here into town
[Edinburgh city centre] is a big thing for them. (Social Worker,
Edinburgh deprived area)

In the deprived areas the cohesiveness and warmth of the ‘community’
was regularly alluded to. However, the patterns of social networks in the
deprived areas more generally were also shaped by the relative isolation
and social homogeneity of the areas which some believed led to an insular-
ity that also affected aspirations. Among interviewees in the deprived areas
there was a consensus that at least some groups in the population not only
rarely went out of the estate but also viewed the world outside as forbid-
ding. But isolation was exacerbated by certain social positions: for exam-
ple, lone parents faced additional barriers.

Perhaps the clearest single outcome observed from the Scottish research
involves the issue of reputation in structuring opportunities and experi-
ences for the residents of the two deprived areas. This was evident in both
the survey work and in interviews. Most significantly the question ‘Is there
anything about living in this area which makes getting a job more diffi-
cult?’ elicited a response from more than a quarter of residents in both of
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the deprived neighbourhoods that the reputation of the area was problem-
atic. Only one individual in the socially mixed areas cited this as an issue.
This suggests that stigma plays virtually no part in the lives of residents in
the two mixed neighbourhoods. This was also borne out in the interview
work where mention of stigma or reputation was greeted with incompre-
hension, since it simply did not make sense to talk about life in the neigh-
bourhood in those terms.

Overall, the distribution of those who cited stigma as a problem was
very uneven. Those in jobs and owner occupiers were more likely to see it
as a problem than the unemployed and social housing tenants. It may be
that those with greater resources or assets with greater connections to the
world outside the estate more sharply experience the shame or stigma
attached to their address.

With respect to barriers to choice of neighbourhood location, there are
signs that living in deprived areas is a matter of constraint rather then
choice. Overall relatively few people said they had moved to the neigh-
bourhood because there was no other choice, although in the Glasgow
deprived area this reached 17 per cent. However much higher proportions
in both deprived areas indicated that they wanted to move, but were
constrained from doing so. Wanting to move is particularly linked with the
desire to live in a better neighbourhood, and specifically with wanting to
live somewhere safer.

Social isolation is clearly a factor in social exclusion. There is some
evidence, especially from our in-depth interviews, of strong isolation of the
form which limits ties leading to greater opportunities in the deprived
areas, though the pattern is nuanced. The same sources provide some
support for the view that shared values developed as an adjustment to
poverty may narrow residents’ horizons. The stark findings about the
perception of stigma and reputation in the deprived areas, but not at all in
the non-deprived ones, are important in showing how area effects operate.
Stigma was felt more strongly in Edinburgh than Glasgow, and to a greater
extent by people in work.

Evidence from London and the South East

Deprived neighbourhoods in the South East, which are concentrated in
Greater London, especially in a horseshoe-shaped area to the north and
east of the City, have very different characteristics from those in
Edinburgh and Glasgow. Poverty is less closely associated with ill-health
and long-term labour market exclusion, and there are not the same issues
of peripheral and physically isolated social housing estates. All kinds of
housing is in high demand and a buoyant housing market is increasing the
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social mix of traditionally poor areas as property prices escalate. Buck et
al. (2002) observe that London is not a city divided sharply into rich and
poor areas. There are also intense population pressures, not least from in-
migrants, many from outside the UK, and most poor areas have diverse
ethnic mix that is almost completely absent from Scottish housing
schemes. This does mean that London poverty has other dimensions, asso-
ciated with discrimination and citizenship issues. It does share with the
Scottish cities problems of residualization in the social housing sector (i.e.
a concentration of those unable to take advantage of opportunities to leave
the city). Poverty in London also coincides with a job-rich labour market
which has very different characteristics from most other British cities,
albeit that for those with low skill levels low pay in comparison to the cost
of living is a significant barrier to taking up employment.

In these circumstances what it means to live in a deprived neighbour-
hood is very different from Glasgow or even Edinburgh. In Scotland some
of the evidence points to a poor neighbourhood being a drag upon people’s
opportunities, but this is much less clearly so in London. In London,
neither analyses of data relating to segregation nor the evidence of inter-
views suggest a notable growth of high concentrations of highly excluded
people living in large scale and highly segregated areas. There is, though, a
concentration of deprived households, including a small proportion who
could be regarded as ‘truly excluded’, on some social housing estates. The
most difficult of these have poor housing, poor environments and high
crime and incivility, and consequently heightened feelings of insecurity.
However, in London, neither the housing nor the job markets are so divided
as to extend this limited form of area-based deprivation and exclusion
across large parts of the inner city.

A caricature of social life in London is one of big-city anomie. While
this is true for some notably excluded groups, such as the long-term sick
and some older people who experience isolation, it does not hold for most.
The research found that, controlling for population composition, people in
London were just as well connected socially as people elsewhere.
Importantly, social networks tended to be widespread with little sense of
isolation in inward-looking neighbourhoods, even for poorer residents.

The London study also examined employment and unemployment.
Here there was some evidence that there were some factors originating in
local neighbourhoods which made the problem of unemployment worse
for less skilled workers. In areas where there were concentrations of unem-
ployed people who were victims of a volatile labour market it was likely
that informal networks of job information had deteriorated to their further
disadvantage. Together with the knock-on effects of male unemployment
on the stability of family life it was not unreasonable to expect there to be
further negative effects on unemployment rates in areas of concentrated
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poverty, with workers more disconnected from the job market; however,
such effects could not be easily quantified.

A little evidence of employer discrimination based on area of residence
(relating to predominately white areas) was uncovered, echoing the theme
of stigmatization which was such a strong finding of the Scottish study. A
managing director of a printing firm located in a relatively poor area of
south-east London, for example, maintained:

If you employ people in walking distance of here you can bet your
bottom dollar they are going to be unreliable. They are going to have
high absenteeism records. It’s a generalization but this is how you feel
... This is a dumping ground for families with problems. It’s a deprived
area . . . it just perpetuates itself; you can see it going through the gener-
ations and it’s sad . . . it’s social deprivation and it’s not easy to take on
board when you are an employer.

Yet the evidence across the board for the separation of people in
deprived areas from the rest of society from the London study is rather
weak. Migration flows, and the demographic structure of London, mean
that it has a large share of the sort of people who tend to experience disad-
vantage. This is compounded by high housing costs, which means that
wages have to be higher to make it worthwhile for an unemployed person
to take a job. This may also be compounded by employer discrimination.
Local neighbourhood factors seem to be relatively weak.

Conclusions

Social exclusion, in both policy and academic debates, has been seen as a
process exacerbated by the spatial concentration of poverty. There has been
a lack of clear evidence that it is worse to be poor in a poor area in the UK
in spite of widespread interest and the influence of US studies. This chap-
ter has shown that evidence we have collected suggests that area effects
vary in importance and intensity, and what it means to live in a poor area
can be substantially different in different parts of Britain and for different
population groups.

The more extreme claims in the literature on poverty in cities, which
hold that there is an increasing group living in poor areas who are excluded
from mainstream urban life do not seem to be justified in the British
context, although the Britain-wide BHPS study does show significant asso-
ciations between neighbourhood deprivation and individual outcomes and
life chances even if they are ultimately less important than personal char-
acteristics. The Scottish study provides some insights into how relative
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isolation within poor communities is a mechanism of social exclusion. For
some people, their life in their neighbourhood is restrictive and this has an
impact on values and behaviour that in turn acts as a barrier to wider
contact with the labour market and the social life of the city. At least in
some contexts, being poor in a poor area can be a source of intensified
disadvantage.

Yet this kind of observation is more a product of understanding the
perceptions of what it is to live in poor areas than a result of the concrete
evidence of quantitative studies which seek generalizable knowledge. In
any case, local quantitative studies have significant technical demand
which our research design did not fully overcome. But it is important to
understand that there are cultural factors as well as objective situations and
that the cultural factors can influence outcomes. The Scottish study in
particular revealed a self-defeating fatalistic logic about what individuals
living in deprived areas could achieve in their lives (Atkinson and Kintrea,
2004).

However, the contrasts between the findings of the London and the
Scottish studies and, to some extent, the contrasts between the two Scottish
cities prove to be instructive about the sources of disadvantage. They
suggest that the wider regional context contributes importantly to individ-
ual life chances and opportunities. While there are some superficial shared
characteristics between deprived areas in Glasgow and London, notably
the role of social housing in providing affordable housing, the contextual
differences are very significant. There could hardly be a bigger contrast
between other key factors at work in Glasgow and London. In the exten-
sive, low-demand, partly demolished, stigmatized and still declining
peripheral social housing estates of Glasgow, white residents of predomi-
nantly Scottish origin have to cope with a city economy struggling to
achieve an adequate response to the collapse of manufacturing. In the over-
heated London housing system, with affluence and poverty often in close
conjunction, recent migrants form a ready demand for any kind of afford-
able housing and residents have to pit their varied but often deficient skills
within its dynamic and growing labour market. This does present a prob-
lem in identifying how far more intense problems found in neighbourhoods
in cities and regions with weaker economies are a product of the different
operation of city or region scale processes or of the neighbourhood scale
processes.

Individual attributes, as the national BHPS study reveals, are also criti-
cal. As the research shows, these effects are differentially felt according to
arange of ameliorating and exacerbating factors. Car owners in poor areas,
for example, may be more able to escape poorer service quality in deprived
areas. Lone parents, on the other hand, may find that the experience of
isolation is intensified living in a flat on a peripheral housing estate. Low
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levels of human capital among individuals, both in terms of formal skills
and softer personal attributes, is the key reason for the persistence of unem-
ployment as a characteristic source of disadvantage in the London labour
market.

All of this raises important questions about what policy should be
towards deprived arecas. Area-based initiatives have acted as a brake on
some poor areas getting worse or have slowed down decline but have not
made a fundamental difference to their role (Dabinett et al., 2001). Current
English policy goes along with the idea that living in a poor area is a source
of disadvantage (‘no-one shall be disadvantaged by where they live’). But
it stops short of proposing routes to a more spatially integrated urban soci-
ety as opposed to the thinning-out of poverty or its superficial amelioration
in targeted areas. Atkinson and Kintrea (2002) have suggested the policy
prescription which follows from neighbourhood effects is to more seri-
ously desegregate deprived communities by using the planning system and
paying attention to the social geography of social housing investment.
They also suggest intensifying existing area-based initiatives with the aim
of transforming the social base of existing deprived communities.
However, Buck et al. (2002) maintain that it is not evident that disadvan-
taged people in inner London would find any gain in moving out to more
socially mixed areas, not least because poor areas supply more of the kinds
of services that poor people rely on, including many voluntary and cultural
services aimed at excluded minority and recent migrant groups.

This, however, does not mean that concentrations of disadvantage in
London are not important from the viewpoint of social justice but just that,
in themselves, they are not clear sources of further disadvantage. The
weakness of the evidence on quantifiable area effects should not be used to
underestimate the personal impact of living in areas of degraded quality,
high crime and poor basic services. However, in thinking about how social
inclusion can be achieved it would pay also to concentrate on the collision
between two endemic problems: low pay at the bottom end of the job
market and high housing costs combined with deep benefit traps.



Chapter 10

Gentrification*

TIM BUTLER

Introduction

The last quarter of the twentieth century saw the emergence of gentrifica-
tion (the up scaling of previously working class housing in inner city areas)
in many of the world’s major cities, generally those with a developed
services economy. The gentrification of large metropolitan centres has
differed quite significantly from that in other cities. This chapter focuses
mainly on the gentrification of inner London over the past quarter of a
century but draws some contrasts with the emergence of gentrified areas in
other major cities in the UK. It is argued that London’s gentrification, and
its distinctiveness, is largely driven by its cosmopolitanism as a global
centre for services, culture and knowledge. As such, it acts as a kind of
benchmark by which emerging middle-class neighbourhoods elsewhere in
the UK compare themselves. For example, in Mike Savage’s (Savage et al.,
2004) work on the gentrification of Chorlton in Manchester, not only he but
also many of his respondents make comparisons between living in
Chorlton and gentrified areas of London.

Gentrification is an important analogue for the social changes that have
accompanied the urban restructuring of the late twentieth century in which
cities have become increasingly de-industrialized, in competition with one
another and in an uneasy relationship with both their national states and
their surrounding regions. The ones that have emerged as at least partially
successful in this competitive environment have seen themselves take on
new functions: as centres for the production of increasingly sophisticated
financial instruments, of business and other services, and of culture,
knowledge and media. Whereas previously the function of urban-based
services was to oil the workings of the industrial economy and/or to func-
tion as the cultural glue that held their class-based networks together, it is

* T would like to acknowledge the contribution of Garry Robson, who undertook
much of the fieldwork on which part of this chapter was based and who was
responsible for many of the ideas discussed here.
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not too great an exaggeration to claim that it is these forces which now
drive the urban economy. At a more general level, it might be argued that
successful urban economies are social economies (Amin, 2000) whose
work forces are no longer primarily the huddled industrial proletariat but
the disparate middle classes.

Gentrification emerged at some time in the late 1960s as a bit of game in
both the media and the academy as a way of making fun of wayward
members of the middle-class who seemed to want to live in run-down areas
of north London and bring back to life Victorian middle-class houses that
had long descended into neglect and multiple occupation (Glass 1964). In
contemporary urban terms they were a ‘neither/nor’ class (Jager 1986). The
upper class with their hangers-on and the intelligentsia had both of course
never left the city and continued to populate large swathes of it (Mayfair,
Kensington, Chelsea, Hampstead and Blackheath, for example), whilst the
working class were increasingly desperate to join the middle classes in the
white suburbs. In a way, it is fair to characterize the incomers as a ‘cultural
new class’ as they were often referred to in North America (Brint, 1984;
Ehrenreich, 1989; Gouldner, 1979), as distinct from the social and business
aristocracy, the culturally rich (but often cash poor) intelligentsia and the
largely philistine and socially insecure managerial middle classes. This
‘new class’ crossed the boundaries between private and public, high and
low culture, and not for the first time the media stereotypes (‘The
Stringalongs’ from the Trendy Ape strip cartoon in The Listener, for exam-
ple) got it about right. Looking back, we are able to see these people — jour-
nalists, broadcasters, advertising executives, plus media-savvy lawyers,
bankers and academics — as the shock troops of what is now termed the
‘new economy’. The gentrification of London has therefore represented
the emergence of a new and social economy whose rise has powered, and
been driven by, the development of a particular form of economic global-
ization over the last 25 years. So what started off perhaps as a source of
media fun has now become central to the social and economic changes that
have occurred across the UK economy. These changes have increasingly
driven wedges between what has happened in London and Britain’s other
cities and, in both cases, in their relations with their respective suburbs and
regions. Inner London’s housing market has now been largely removed
from the UK and is benchmarked against that of New York and Paris.

In the transformation of London from what was essentially a ruling and
working-class city to what is increasingly a middle-class city, both the city
and the middle class have changed. Both have become more variegated and
the ecology of the city has emerged as a dappled mosaic of cultural and
economic assets deployed in a complex variety of social backgrounds,
lifestyles, aspirations and housing markets (Ann Power uses the apt
description ‘speckled’ to describe the ecology of gentrification in Britain’s



174  Gentrification

cities). In almost all cases, the middle classes are in a minority but, every-
where they have settled, their influence on the local ambience has been out
of all proportion to their numbers. Of course, there are still large swathes of
London which are largely unaffected by this, either because they are
beyond the means of all but the best paid banker or pop star or because of
the still dominant social housing projects of an earlier age. For others (and
this increasingly includes middle-class people), the workings of the inner
London housing market mean that without a household income of — say —
£70,000 you cannot afford even a small flat in inner London (for example,
I estimate that two university professors with no appreciable savings would
be hard put to it to buy a small flat together in Islington). Thus gentrifica-
tion, in London and elsewhere, is a way of describing and explaining how
the social structure of cities has changed over the last 25 years and how this
is now affected on the one hand by lifestyle, choice and aspiration and, on
the other, is constrained by issues of social exclusion, globalization and
economic restructuring.

It is not just the city that has changed; so also has our conception of
social class, having for decades been one of the most trustworthy social
measurement devices in sociology. At one time, most sociologists would
disagree about the nature of class but concur that it was the central concept
in ordering social relations: a claim that has now become hotly debated.
According to Savage ef al. (2001), what unites the various critiques of the
‘class societies of capitalist-industrial society’ is ‘the idea of the end of
class’ (p. 877), from which he develops a third way position which argues
that ‘class identities are ambivalent and weak, but that this is compatible
with a form of class analysis’ (p. 877). Whilst Goldthorpe gets around the
problem of class identity by using rational action theory, Savage draws on
Bourdieu’s work, which essentially holds that the power of class is such
that people find it difficult to articulate it in class terms. Savage and his co-
authors (2001) investigate this in a study of four areas in and around
Manchester. Their conclusion is that people use class to describe the soci-
ety around them but are very shy or at best ambivalent about locating them-
selves in that class structure; class is not a way in which they choose to
explore their identity. This is particularly the case with those who could
now be located within the middle class, who stress ‘ordinariness’ as the
defining characteristic of their middle classness or their normalcy in the
sense that they are of neither of the extremes of working or upper class.
‘Whereas Bourdieu would direct attention to the multiple strategies used to
display and construct cultural distinction of one type or another, nearly our
entire sample chose to play down any cultural distinction they may be able
to lay claim to in order to play up their ordinariness’ (Savage et al., 2001,
p- 889). In other words, they are resisting any form of social fixing or
typing in order to be ‘themselves’. However, as Savage notes, they in fact
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understand their position in terms of a complex juxtaposition between
themselves as individuals and social class as a kind of social benchmark.

This insight has a lot to recommend itself in understanding the gentrifi-
cation process in general and that of London in particular over recent
years. Partly, this is because there is a complex relationship between the
wish for ‘ordinariness’ and ‘distinctiveness’ in the gentrification process
where, I argue, people are seeking out different ways of living distinc-
tively in ordinary settings. It is also relevant because the other aspect that
has become lost is the triangulation between social class, social networks
and spatial location (Blokland and Savage, 2001). The study of working-
class neighbourhoods, such as coal mining villages or London’s East End,
tended to focus on the class aspect and the spatial arrangements received
relatively little attention. It was assumed that they were ‘relatively class-
homogeneous, small uncontested places that hosted cohesive communi-
ties’ and that the identities that could be drawn from living in a certain
place were ‘quite straightforward’ (Blokland and Savage, 2001, p. 223).
The same point might be made about single class suburbs in which many
middle-class people were brought up. However, the creation of mixed
class communities in which people are choosing to live in close spatial (if
not social) proximity to other groups gives rise to the need to understand
what the ties of space are and how identities are constructed. These iden-
tities are likely to be multiple and contested and to vary from place to
place. The extent to which they are driven by space and class needs to be
investigated.

The chapter draws on recent work, undertaken in London as part of the
ESRC Cities Programme, to explore the ways in which the urban middle
classes have responded to the externalities of restructuring and globaliza-
tion. It is suggested that they have done so in ways which draw upon their
own cultural values and aspirations as resources with which to adapt to the
new social and economic realities. Neither can all middle-class gentrifiers
simplistically be seen as ‘winners’; for many of them, the neo-liberalism
that has been associated with globalization has posed a major threat to their
way of life. Following some general comments about urban change over
the last two decades, the chapter examines the gentrification process in
London over this period. It is argued that, on the one hand, the gentrifica-
tion process in London has been driven by its development as a global city
and, on the other, by the personal biographies of its middle-class inhabi-
tants. It is suggested that the variation noted in the gentrification process
can be ascribed, in part at least, to the ways in which different groups
engage in the process of ‘narrative construction’ which is associated with
different areas. What they share is some form of idealized notion of
community and association which provides a counterpoint to the lived real-
ity of respondents’ increasingly unstable everyday lives.
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The social and urban context of gentrification

For much of the last half of the twentieth century, large cities lost popula-
tion and this remains true of southern European cities. Elsewhere in
Europe, most particularly in Germany, they are growing once again.
‘Liveability’ appears to be one of the main criteria for success, which often
translates into having clearly identifiable pre-industrial ‘heritage’ features
(for instance, a university quarter: Cheshire, 1995). In Britain this may
work as far as small cities are concerned (Norwich and York might be
examples, despite the fact that both only acquired universities outside the
city in the 1960s). Of the large metropolitan conurbations, only London has
staunched the population flow. London suffered a massive haemorrhaging
of its population in the decades following the Second World War, particu-
larly between 1971 and 1981 when many of its inner boroughs suffered a
net out-migration of 40 per cent. This slowed in the 1980s and the 2001
census shows an overall gain of population compared to 1991; this growth
is particularly marked in the inner London boroughs. This contrasts in
several ways to the trends in the other conurbations where the loss of popu-
lation continues, and where it is those with most economic and social assets
who are repopulating the inner areas, which is the opposite of elsewhere
(Champion and Fisher, 2004; Ford and Champion, 2000). It is a complex
picture but it seems that in London, as people acquire middle-range skills
they tend to leave, whereas those with no skills and assets stay as do those
with high stocks of human and cultural capital. In particular, it is profes-
sional workers and their households who are contributing to the rebuilding
of inner London’s population. Elsewhere in the UK, these are the people
who are leading the exodus from the city and going mainly to surrounding
suburbs and small towns. In this sense, at least, London is different from
other cities.

The reasons for this are complex but in essence, as | have already
argued, have to do with London’s status as a globalized and highly
cosmopolitan capital city, whose labour and housing markets are qualita-
tively different from those elsewhere in the UK. The nearest exception is
Edinburgh which is the seat of Scottish governance and the UK’s second
finance centre, with a housing market to match (Bondi, 1999). London
works a 20-hour day and its key workers include the intermediaries who
enable it to function as a financial and services node in the global economy.
Its service industries act as a powerful magnet to the brightest and most
ambitious graduates from the UK higher education system and from
abroad (the birthplace of nearly a quarter of its population). Its professional
labour market is probably more feminized than elsewhere. These labour
market factors have become more exaggerated in the last 20 years or so.
Functions which were undertaken in-house during the industrial age are
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now contracted and brokered through a series of specialized functionaries
which has given rise to whole new industries of regulators, lobbyists,
consultants and lawyers. These are concentrated in London and work on a
national and international stage. The pressure on such people to minimize
travelling time rather than tackling long commuter journeys has given a
huge boost to living in the inner city. This is particularly the case where
both partners in a household work in central London or the City and where
there are issues of child care.

However, this functional and rational explanation does not satisfactorily
explain why inner London has become a place that people do not rush to
escape at the end of the working day. For many middle-class professionals,
the suburbs were their childhood homes and it was ‘death out there’: a
cultural desert based around bland sameness. The inner city offers a direct
contrast; not only are there opportunities for entertainment but also for
difference and excitement. For those for whom the cultural capital rich
environment of higher education was a defining moment, there is no going
back. On the other hand, for many inner London working-class families,
even if their children graduate into the ranks of the middle class it is simply
not possible for them to stay in the inner city, and the pull of the suburbs
and beyond is irresistible. Whilst the employed population may have expe-
rienced an upgrading of occupation skills (Hamnett, 1994a, 1994b, but see
also Breughel, 1996), the overall effect is that housing constraints are lead-
ing to a polarization in many parts of inner London. The defining distinc-
tion amongst those living in inner London is between those who are
relatively advantaged in cultural and economic terms and able to access the
private housing market, and those who are excluded from this marker of
social inclusion. Such has been the dynamic of the gentrification of inner
London.

As with class, gentrification is a process about which we feel ambiva-
lent. The social, cultural and housing map of Britain has become far more
complex, diverse and apparently contradictory over recent decades.
Relations between the social, spatial and economic have been re-ordered in
often quite fundamental ways. Gentrification has been a close and faithful
handmaiden to this process. It has reflected in its different ways the upscal-
ing, downsizing and conflicting nature of what has been happening in cities
in the UK and elsewhere. However, gentrification is only one of the ways
in which the middle classes have been manifesting their changed existence.
As the middle classes have become more diverse, so have their housing
choices. Some traditional suburbs have become relatively marginalized
and have experienced stress and threat as a consequence of demographic
transitions and economic restructuring (7he Economist, 19 January 2002).
Shops have closed down with the growth of car ownership and dependency
and these suburbs no longer meet emerging middle-class household needs.
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Congestion, poor road links and unreliable public transport mean that such
places no longer adequately serve either the inner city or outer fringe. As a
consequence, there has been a growth in a variety of new build develop-
ments on the edges of cities with ready access to motorway links and shop-
ping centres, as well as in self-contained developments around what once
were free standing towns and villages (Wynne, 1998). All are built with the
car in mind and to meet the needs of families, often with two working
parents.

At the same time back in the city, there have been an increasing number
of new build developments or change-of-use conversions, of which the
most extensive, expensive and spectacular are those in London’s
Docklands. A number of major cities have encouraged such developments,
usually extolling the virtues of living in or near the 24/7 vibrancy of the city
centre entertainment districts of major regional cities. Birmingham, Leeds
and Manchester are all examples of this, and in the latter two cases the
developments were fuelled, in part at least, by large student villages which
have helped to sustain a burgeoning central city, night time economy. In
Manchester, the so-called ‘pink pound’ has been a theme in the marketing
strategies for such developments, which was no doubt helped by the
success of the television series Queer as Folk in the case of Manchester,
where Canal Street is now known internationally as the centre of the city’s
gay quarter. In the case of Leeds, considerable publicity was given to the
sale of the city’s first half-million pound city centre apartment.

Nevertheless, these often spectacular developments notwithstanding,
there is a qualitative difference between the scale of gentrification in
London and the developments taking place elsewhere in British cities. It is
only in Edinburgh, albeit on a much smaller scale, that there has been the
same colonization of the inner areas of the city by the middle classes. What
London and Edinburgh have in common is a concentration of financial
service industries (with all their supporting panoply of expertise) and being
a capital city. However, not even Edinburgh with its financial services,
governmental offices and international festivals can compete with the
‘pull’ of London as a global, metropolitan centre. Thus although we can
identify areas in other cities which are gentrifying — Didsbury or Chorlton
in Manchester, Kingsbury in Bristol — they are not of the same order as
what has been taking place in Barnsbury, Battersea or Brixton.

The gentrification of London
The term ‘gentrification’ was first coined, as we have already noted, by the

urban sociologist Ruth Glass 40 years ago in her observations about what
was taking place in parts of north London:
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One by one, many of the working class quarters of London have been
invaded by the middle-class — upper and lower — shabby modest mews
and cottages . . . have been taken over when their leases expired, and
have become elegant, expensive residences. Larger Victorian houses,
downgraded in an earlier or recent period — which were used as lodging
houses or were otherwise in multiple occupation — have been upgraded
once again . . . Once this process of ‘gentrification’ starts in a district it
goes on rapidly until all or most of the working class occupiers are
displaced and the whole social character of the district is changed.
(Glass, 1964, p. xviii)

This description of gentrification is almost chilling in its prescience
about how London has been transformed in the years which have elapsed
since these initial observations. Her focus on working-class displacement
and the changing ‘social character’ have also proved remarkably accurate
in relation to what has happened and what have been the main themes in the
study of gentrification. This displacement of working-class residents was,
we now know, part of a larger picture in which industrial employment was
to suffer massively particularly in large metropolitan centres such as
London which was to lose upwards of half a million manufacturing jobs
over the period (Buck et al. 1986). We have witnessed a generational
change take place in which ‘working-class’ jobs have largely been replaced
by middle-class jobs and insecure marginal employment; a process of
occupational upgrading (Hamnett, 1994a) and ‘sedimentation and bump-
ing down’ (Buck and Gordon, 2000) have taken place at more or less the
same time. In housing market terms, owner occupation has spread out of
the reach of not only the emasculated working class but many of the middle
class, and social housing has become the new social stigmata. In such a
situation it is not surprising that much of the academic study of gentrifica-
tion has been on the displaced working class (Atkinson, 2000), but it is also
perhaps not surprising that many were not reluctant displacees. They were
able to translate a move out of inner London rented accommodation to a
move into owner occupation, and often into white-collar or managerial
employment outside London (white flight is a largely unexplored concept
in Britain but was clearly at work during much of this period; see Butler,
1997; Hamnett and Randolph, 1988).

The other side of this process has been the remaking of much of inner
London by a new middle class whose ‘others’ are less the traditional white
working class but those who have themselves been displaced by the forces
of economic globalization into becoming ‘economic migrants’. The fact
that both of these groups are there through ‘choice’, albeit variously
constrained, gives their study an added dimension to that traditionally
assumed in sociology. This is particularly the case for the middle classes
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who have driven the gentrification process. However, as we have already
noted, the exercise of choice may operate in complex ways which have to
do with the ways in which they express their social, and specifically class,
identity through place. Unlike the previous generation of the middle class,
who diligently patrolled the class boundaries below them whilst watching
those above them with equal anxiety, the contemporary middle classes
appear to be less concerned to create class identities in relation to other
groups than to manufacture forms of distinction in relation to other parts of
the middle class. So, as Savage ef al. (2001) show, although they are highly
aware of the language of class and utilize its narratives to understand their
personal trajectories, they do not express their own position in class terms
but in terms of ‘ordinariness’. However, as Savage also notes, this is
perhaps largely explained by the extent to which they are in fact over-
whelmed by the power of class. To a greater or lesser extent, this is marked
out by complex choices about who they are, which then become repre-
sented by broad choices about the kinds of neighbourhoods in which they
live.

Gentrification and globalization

Gentrification in the 1990s took on the frenetic pace of the financial
services economy and colonized whole new areas of the inner city (e.g.
Clerkenwell in London and Brooklyn Heights in New York). Lees (2000)
identifies some of the linkages between this and the restructuring of the
global economy. She notes that it is the ‘financifiers’ — the super-rich
thrown up by the financial industries of London and New York — who are
now ‘re-gentrifying’ areas which were originally gentrified 24 years previ-
ously. She also notes issues of immigration, ‘race’ and liveability in
contemporary accounts of gentrification (Lees, 2000, p. 402). These are
crucial issues but ones which are all functions of contemporary globaliza-
tion and, as such, have broader consequences both for cities and city living.
What is happening in London (and New York) is not simply an onward and
upward phenomenon of renewed gentrification. The globalization which is
driving the London economy is affecting all of those living in its orbit,
whether they are, to use the contemporary language, ‘winners’ or ‘losers’.

Many of the former live very much on the edge: traditional rulebooks
have been torn up, space and time have become compressed and distorted:
work is meeting the next deadline and your reputation is as good as your
last presentation. Whilst many may welcome the rewards and excitement
of working in such an environment, they are often, at the same time, keen
to lay down some markers in their personal lives. This is particularly so
where there are children and both parents are working. The dilemmas faced
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by these people are most eloquently described by Richard Sennett in The
Corrosion of Character (1998), in which he suggests that many of the most
devoted functionaries of the new economy have become uneasy about the
consequent loss of structure and stability in their lives. In many cases both
partners are working in stressful and demanding jobs where long hours and
travel are part of the culture. Lack of security is what distinguishes this new
economy from the one in which they grew up and, for many, it is this that
creates the frisson which drives them on. However, they begin to recognize
the strengths in the old household forms and employment relations in
which their parents put up with the present in the expectation that their chil-
dren would lead a very different future, as indeed they have. In particular,
they fear for the effects their lives are having on their children — one of
Sennett’s respondents described them as having become ‘mall rats’ — who,
naturally enough, take their parents’ privileged status as a given.

Sennett’s respondents may come from the glamorous end of the middle
class but the changes to which he refers have had an impact on most
middle-class families, whether or not they are working within the inter-
stices of the new global economy and whether or not both parents are at
work. On the one hand, they are escaping from the remembered boredom
of their parents’ ordered lives: dad at work, mum at home, often in single
class suburbs. On the other, they are often frantic about the lack of structure
in their lives and fear for the effects of this on their children. The current
gentrification of London is in part an attempt to reconcile this present with
a somewhat nostalgic view of the past. This is manifested by a desire to
build a local community within the global city that maps on to their partic-
ular set of values, backgrounds, aspirations and resources.

What has emerged from recent research is that there are quite distinctive
processes of gentrification taking place in inner London. All are concerned
with establishing neighbourhoods in which the reference points of global-
ization are crucial to this process but manifest themselves in different
ways. In this section we sketch how this has played out in the areas in
which we carried out fieldwork. All represent different responses to the
encroaching globalization of urban space and the reconstitution of social
divisions in London.

We selected six areas in which to undertake our fieldwork which were
intended to encompass the diversity of the middle classes in London (the
details of the research are more fully described in Butler, 2004; Butler with
Robson, 2003). We drew on one key distinction made by Warde (1991)
between gentrification by ‘collective action’ and by ‘capital’. Most of what
has taken place in London can be described as the former: individual
households or occasionally small developers doing up old, usually
Victorian, houses. Once the pioneers have done their stuff, then the areas
take off into self-sustained growth, often trading on the reputation of the
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early pioneers (five of our areas represented different stages of this
process). In London, gentrification by capital has been largely confined to
Docklands, where we did fieldwork in the three sub-areas — the Isle of
Dogs, Surrey Quays and the Royal Docks — in which large and medium
sized firms took advantage of the possibilities offered by devalued land to
make large profits. In terms of the literature on gentrification, the former
process was driven largely by the supply of gentrifiers who, as a result of
changes in the socio-economic structure, were seeking out gentrified prop-
erties in the inner city (Ley, 1996). In the case of the latter, this was a
process driven by the workings of the land market, and the supply of gentri-
fied property, which has been best theorized by Neil Smith (1979, 1996) in
terms of an emerging ‘rent gap’.

Taken as a whole, our respondents were attracted to living in areas with
‘people like us’; broadly, although Docklands was a notably exception,
each of the areas tended to have common characteristics in terms of social
background and contemporary outlook and lifestyles of respondents.
Respondents identified with these and found them to be amongst the main
attractions for living in their particular area. Respondents tended to make
friends with people like themselves and their social networks were often
based around friendships that went back to university, and sometimes to
school and family, or with people who had themselves moved into the same
broad geographical area of inner London. Children often formed the basis
for the parents’ social networks, particularly in Telegraph Hill. All areas
had in common a general disengagement from non-middle-class social
groups and a lack of involvement in both formal and informal aspects of
urban governance. The main dimension of involvement for those with chil-
dren predictably concerns education, although this manifested itself in
individualized and instrumental ways. There was little evidence of what
Hirschmann (1970) has termed ‘voice’ or ‘loyalty’, but neither was there
much evidence of ‘exit’; the only consistent reference to this came, ironi-
cally and intriguingly from the most urbanized respondents in Brixton,
many of whom were considering leaving London altogether in the face of
what they saw as impossible dilemmas over finding suitable schools for
their children.

Patterns of gentrification in inner London

All respondents shared a commitment to urban living, partly out of a wish
to distance themselves from their own upbringing and partly out of a wish
not to spend long hours travelling to and from work, but mainly because
they wanted the excitement and culture that they saw only a cosmopolitan
city like London being able to provide. The suburbs and small towns and
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villages from which many came were ‘boring’. University provided an
escape from this and London enabled them to continue that way of life.
This of course also matched the transformation that had taken place in the
economy, where middle-class jobs are to be found less in managing Fordist
enterprises and more in the emerging service sectors of the ‘new economy’.

The nature of the commitment to urban living varied considerably,
however. At some level, respondents in Battersea hankered after the coun-
try life, but it simply was not a practical proposition at this time in their
lives when at least one member of the household needed to work long hours
in the City. The ready property market and relatively good rail and road
communications, however, kept the idea alive of eventually making it to
Wiltshire or somewhere else commutable. Respondents in Docklands were
not anti-urban but felt that where they lived was largely a relationship born
of convenience rather than commitment; the attraction of Docklands was
its lack of commitment. Perhaps this was symbolized by the fact that,
unlike the other areas, this was ‘new build’ gentrification, so there was no
possibility of any community ‘in the mind’ or sense of history with which
one might form an identification.

It is this notion of a community ‘in the mind’ which both unites and
separates our respondents. In each of our areas there were different narra-
tives which tied them to where they lived. In nearly every case this could
be seen as an abstracted and idealized version of community. Again, this
was probably weakest in Battersea where, as we have argued elsewhere
(Butler, 2004; Butler with Robson, 2003), respondents tended to ‘motor
along’ on their stock of economic capital, whereas elsewhere the gentrifi-
cation process depended, at least nominally, on the deployment of varying
amounts of social and cultural capital. Even in Battersea, however, it was
apparent that respondents were able to draw on considerable stocks of
social capital if needed, although normally this was regarded as a latent
resource and relations were conducted through the market (what we have
characterized as ‘eating out as opposed to joining in’). The well-devel-
oped local consumption infrastructure, as it were, mediated relationships
through spending. Given the relatively long-standing nature of gentrifica-
tion in Battersea (Munt, 1987), it might even be argued that gentrification
itself has become the idealized narrative: elsewhere respondents would go
to some lengths to distance themselves from the term. This gives Battersea
a peculiar cognitive map: the middle-class community is highly bounded
and inward looking, and only opens outwards to equivalent areas such as
Clapham and Fulham. There is no sense here of the middle classes being
embedded in a more ‘authentic’, volatile or rounded London. This is
a case of isolation based not upon the bringing up of the metaphorical
drawbridge but on the extensive colonization of a whole swathe of the
city, the very fabric of which has been transformed in the image of a
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private/managerial/hedonistic group. This is the creation of a new urban
space, in which Battersea has been lifted out of the local, and into the
global, economy. Of all the areas we studied, it conformed most closely to
Neil Smith’s notion of a ‘revanchist’ middle-class gentrification re-taking
the city.

Barnsbury has much in common with Battersea. Upper Street in
Islington and Northcote Road in Wandsworth are both places to go for a
night out in which restaurants, themed bars, kitchen/bathroom shops and
estate agents have edged out the retailers of a past era. Both have become
global spaces, servicing the international service class diaspora in a safe
environment that acknowledges the cultural capital of the customer, even if
it involves a rather repetitious narrative about the life cycle of seared tuna.
Whilst Barnsbury surfs the wave of globalization with Battersea, it does so
in discernibly different ways. Its population is equally solidly middle class
but, whereas those who make up Battersea’s population might be corporate
financiers drawn from ‘the home counties’, those in Barnsbury tend to be
legal and other professionals largely drawn via Oxbridge from a national,
if predominantly middle-class, background.

Unlike Battersea, where gentrification has been enabled by a sympa-
thetic and right-wing local council, in Islington the process of re-gentrifi-
cation that is taking place is largely based on the idea of buying into a social
capital rich environment by a group who do not have the same time or
commitment to make to the area. A once coherent narrative of a mixed
community settlement (white working-class natives, liberal middle-class
incomers) is now being fractured by the presence of incomers who neither
belong to nor understand this history. The newcomers are finding the script
difficult to ‘read’, even if it is in their interests to do so. The values of inner
urban community experience are being displaced by values revolving
around money and market-based solutions to inner London life, a /a
Battersea. This has disrupted the continuity of the established community
— although this would still appear to be very strong — and raised the level of
unease between the ‘haves’ and Islington born and bred ‘have-nots’.
Whereas the initial gentrifiers educated their children in the local schools
at all levels, we did not find a single respondent who had a child at a
secondary school in Islington. Upper Street has, almost literally, moved
into another world. It has been lifted out of the local economy into the
global one, as a central part of the new metropolis. This has generated the
development of a peculiar virtual and privatized landscape in which,
despite its apparent ‘buzz’, social interactions are limited, with very little
possibility of accidental meetings (there being no more ‘local’ pubs or
shops, for example).

Brixton, like Barnsbury and Battersea, has become a global space but a
very different one. Long the centre for London’s Afro-Caribbean community,
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what middle-class Brixton demonstrates is an identification and/or accom-
modation with other (non-middle-class) groups. We have described its
social structure as ‘tectonic’ (Robson and Butler, 2001). This describes the
ways in which the various social groups behave towards each other; they
move across each other in ways that do not apparently involve much inter-
action but there is still a high degree of awareness of each other’s presence.
The experience of rubbing along with others of different cultural, social and
ethnic background is a very important element of the frisson of living in a
somewhat uncomfortable and ‘edgy’ area. We have described this group as
being in some senses in flight from the obligations of social capital (Butler
with Robson, 2003); they are seeking out difference and not attempting to
huddle around with ‘people like us’, so characteristic of inner London
gentrification elsewhere (Butler, 1997). Brixton is moving on from being a
site for London’s Afro-Caribbean population to being a focus for many of
the manifestations of current globalisms of people, culture and entertain-
ment. Multicultural globalism is Brixton, and it is this atmosphere that is
attractive to our respondents here. The social and cognitive maps of the area
which emerge out of this dialectical ‘Brixton of the mind’ make it possible
for the middle classes —and particular this ascetic fraction — to include them-
selves in a model of urban living which is ‘vibrant’, heterogeneous, infor-
mally segregated and paradoxical but ‘real’: it is also almost entirely white.

In contrast to the celebration of different aspects of contemporary glob-
alization in Barnsbury, Battersea and Brixton, elsewhere we discovered a
withdrawal from aspects of the global city and particularly its structures of
consumption. In both Telegraph Hill and London Fields there was a
conscious effort to build enclaves, part of whose attraction was the absence
of such infrastructures and links to the rest of the world. In their place we
found social capital rich networks of personal relationships which gave the
areas their particular structure of meaning. One of the things respondents
like about Telegraph Hill is the sense of permanence of its residents that
gives them a sense of ‘belonging’; most had no intention of moving. The
belonging is nonetheless real and is rooted in ‘sameness’. This is celebrated
as being open-minded towards others but, in reality, it is about different
groups of liberal/welfare professionals getting on with each other as
opposed to people from different ethnic or social groups (see G. Robson
and Butler, 2001, for a further discussion of this point). Networking
amongst residents begins at the gate of the local primary school, which has
been systematically adopted and transformed by the ‘Hill’. Parents then
create sub-narratives for exploiting the ‘local circuit of education’, whether
in the extensive provision of high quality private schooling in the south of
neighbouring Southwark or state selective schools, one of which is located
in the research area. Telegraph Hill becomes an enclave, a ‘village in the
mind’, from which forays are then made out into the wider city.
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London Fields, whilst sharing some of these quasi-localist tendencies, is
rather more humble both in its physical disposition and its narrative
construction. This is the least formed ‘group’ in the study, and therefore the
most difficult to typify. Of all our areas, this is the one in which some kind
of ‘pioneer spirit’ is still easily discernible. Although it is, perhaps, both
ontologically and socially fragile, it has generated a coherent narrative
based on the non-normative and multicultural and, to some extent, risk or
‘edge living’. Two things emerge as particularly interesting. First there is a
‘residue of community’ narrative, in which a ‘Hackney of the mind’ has as
its characteristics an (oppositionally inflected) attachment to communal
life, of which the residual working-class population is the guarantor, and a
sense of loyalty to what is seen as one of the last unique and ‘authentic’
places in the capital. Hackney has a strong association with traditional
working-class/London values which is attractive to many gentifiers
(Butler, 1997). Second, there is the area’s connection to the new ‘artistic
East End’, in which a novel cognitive/cultural map connects it to
Clerkenwell, Shoreditch, Old Street and Hoxton (Foord, 2000; Zukin,
1988).

Over the last two decades, Docklands, despite a number of hiccups and
false starts, has been successfully transformed. Almost all the respondents
were living in Docklands because they wanted to be somewhere which was
near to work and involved minimum social and maintenance commit-
ments. Very few had children living with them and quite a number were
what are described as ‘empty nesters’; often there was a second property
outside London to which they went at weekends and where the family had
been brought up or in some cases lived full time. This group was most
likely to go out at night both to eat and for cultural or other leisure pursuits.
They were not attracted to the 24/7 lifestyle which is often promoted in the
new city centre developments in Manchester, Leeds and Birmingham.
Many were tied to extended work hours in the City which often meant
compulsory after-hours entertaining. They did not wish to become
involved in their neighbourhoods or with their neighbours, and simply
wanted ‘efficient’ living arrangements with minimal commitments. They
worked long hours and their lives were perhaps more dominated by work
than those in other areas. It was more difficult to characterize them as
coming from any particular social or regional background, and perhaps
they perceived fewer of the social contradictions of globalization than
those in other areas, neither wishing to surf it as one might characterize
respondents in Barnsbury, Battersea or Brixton, nor ostentatiously retreat
from it and its attendant consumption infrastructure, as did those in
Telegraph Hill and London Fields. Their patterns of association were much
less local than respondents in other areas and they were more likely to have
made their friendships through work.
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Conclusions

Urban — and in some areas rural — gentrification has become increasingly
widespread not just in the UK, Australia and North America but also
recently Europe and South America. However, the nature of that gentrifi-
cation is very different between those cities that can be characterized as
‘global centres’ and the rest. This chapter has concentrated on London
largely because the process of gentrification is more advanced here than
elsewhere. In some ways, the gentrification of cities outside London can be
likened to the early gentrification of inner London: a slightly oddball
choice in a situation where the vast majority still lived in the suburbs.
Whilst Edinburgh is already largely gentrified, the gentrification of cities
such as Manchester is gathering pace. Nevertheless there still remains both
a quantitative and qualitative difference with London, which as Savage
(personal correspondence) has argued remains the benchmark for urban
living. I have argued that in London, different areas have different ‘struc-
tures of meaning’. The gentrification of different areas is distinguished by
the deployment of cultural, social and economic capital in differing propor-
tions. This is the mechanism through which they are able to create neigh-
bourhoods which meet the needs not only of their often dysfunctional work
lives but also their desires to create a harmonious and well-ordered domes-
tic environment.

In this there is often a sharp juxtaposition of work lives which are at the
cutting edge of contemporary globalization (or threatened with restructur-
ing as a consequence) and a wish to replicate the managed domestic envi-
ronments of the era in which they grew up. The means by which this is
managed vary. For some, this is managed by the deployment of social and
cultural capital into person-based social networks which to a degree cut
them off from some aspects of the global city. In other cases, considerable
amounts of economic and cultural capital are deployed in buying into the
social capital heritage of an area gentrified in a different era. For yet others,
diversity and multiculturalism are embraced — at least in principle — as a
way of managing the tensions of economic and cultural globalization. It
may simply be about buying community through the deployment of
economic resources in the elaborate infrastructure of consumption (‘eating
out rather than joining in”). What is being argued is that it is by these strate-
gies that the London middle class are able make sense of their individual
lives in a situation where class and place cultures provide little guidance
about how to negotiate contemporary work/life boundaries.



Chapter 11

Governance, Social Cohesion and
Neighbourhood Participation

ROBINA GOODLAD and RICHARD MEEGAN

Introduction

This chapter explores the complex relationships between citizen involve-
ment in urban governance, social cohesion and economic competitiveness.
Democratic governance plays a mediating role in what Fainstein (2001a)
describes as either a virtuous circle of competitiveness and social cohesion
or a vicious cycle of economic decline and social exclusion. In the mutu-
ally reinforcing web of relationships characterizing a virtuous circle, a
cohesive society encourages people to be productive and companies to
invest in human capital. The increased productivity promotes economic
growth, which mitigates social conflict and promotes further cohesion,
thus providing trust in the institutions that further enhance competitive-
ness, whether directly through business linkages (such as in recruitment
and collaboration) or indirectly through the quality of governance. The role
for governance is therefore to secure a combination of competitive advan-
tage and social cohesion. According to this argument, effective governance
requires democracy and, post-1968, this means participation beyond the
ballot box.

At neighbourhood and urban level, coming together with neighbours
and officials has, according to the NCW, a vital effect in ways that reflect
two of Nick Buck’s three dimensions of social cohesion (see Chapter 3
above). First, it fosters social connectedness, demonstrated in social capi-
tal and enhanced trust in government and fellow citizens, and improved
government performance, measured by responsiveness to citizens’ aspira-
tions. Second, it enhances the prospects for social equality (or inclusion),
directly by improving living conditions and life chances and indirectly by
the personal development and increased confidence that participation can
bring.

In contrast, a vicious circle is driven by the economic impacts of rising
global competition, which forces governments to reduce welfare expendi-
tures and firms to depress wages and substitute capital for labour. The
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resultant unemployment and low wages raise social tensions that are
compounded by increasing socio-spatial segregation. When domestic
product stagnates or falls, metropolitan areas experience a flight of invest-
ment and population that can result in the abandonment of neighbour-
hoods. These forces operate on those at the lowest income levels to
constrain access to housing, education, employment and health services
and to encourage political disengagement. The uneven distribution of the
benefits of economic and social development are likely to reinforce the
advantages of middle-class neighbourhoods, while in poor neighbour-
hoods the disadvantages of economic and social exclusion are likely to be
compounded by exclusion from governance. A vicious circle emerges,
where high concentrations of deprivation co-exist with exclusion from
governance and other aspects of social and economic life, compounding
poverty and the waste of economic capacity.

The rest of this chapter examines how far this conventional wisdom is
reflected in the literature on urban governance and in research intended to
explore the role of citizens in neighbourhood governance in central
Scotland and on Merseyside. In the former, two Glasgow and two
Edinburgh neighbourhoods were the main focus for fieldwork. One neigh-
bourhood in each city was relatively deprived, and was the focus of a
regeneration policy called social inclusion partnerships (SIPs). The other
neighbourhoods had mixed socio-economic profiles. The fieldwork
consisted of a household survey; interviews at city and neighbourhood
level with officials, activists and elected representatives; and focus groups
of residents. The study on Merseyside focused on a regeneration initiative
—known as ‘Pathways to Integration’ — funded under Objective One of the
European Union’s Structural Funds. This tackled social exclusion, with
spatial targeting and citizen involvement in 38 deprived areas, containing
almost 500,000 people. The research used mainly qualitative methods in
11 case study ‘Pathways for Integration Area Partnerships’ (PIAPs). This
involved semi-structured interviews; participant observation in various
types of meetings of PIAPs; and focus groups with community represen-
tatives, trainees on PIAP courses, and professionals running PIAPs or
PIAP projects. In both locations, fieldwork was undertaken in 1999 and
2000.

Our overall purpose, then, is to discuss the extent to which participation
in regeneration initiatives at neighbourhood level in central Scotland and
Merseyside was contributing to two dimensions of social cohesion: social
connectedness (or social capital) and social inclusion (or social equality).
But first we introduce the concept of citizen participation in contemporary
cities.
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Participation and citizenship

Changing attitudes to governance and citizenship, introduced here, provide
a context for the discussion of citizen participation that follows. Alan
Harding, in Chapter 4, outlined the forces driving the shift from urban
government to urban governance and its expression in inter-organizational
linkages, bargaining and coalition-building. Within this, place is accorded
importance in a new participatory rhetoric (Healey et al., 2002a, p. 10), and
reformers of local government in many countries search for ‘the best
combination of complementary procedures of representative and participa-
tory democracy (including direct democracy)’ (Bu¢ek and Smith, 2000, p.
3; see also Hoggart and Clark, 2000). Citizen participation is seen as a
response to questions about local electoral mandates, traditional local
government practices and the alleged lack of accountability of non-elected
local institutions. It is fed by a loss of faith in the state as mediator of inter-
ests, and the redefinition of the meaning of professionalism to encompass
participation.

The recent ascendancy of neighbourhood citizen participation has its
origins not only in the changing governance of cities, but also in the chang-
ing nature of citizenship practice. Two key features of this new citizenship
are, first, that political participation is not evenly distributed across space
or social groups. Factors that predispose people to participation are related
to economic status, and high educational attainment is the best single
predictor (Parry et al., 1992). Socio-spatial segregation means that the
most socially and economically disadvantaged wards exhibit the lowest
electoral turnouts and, arguably, non-electoral political activity. Second,
we need to emphasize the connection between political participation and
social inclusion. ‘Exclusion’ has economic, social and political dimensions
(Lister, 1997, pp. 105-6). Political exclusion is seen by many commenta-
tors increasingly to demonstrate a distinctive socio-spatial segregation,
with exclusion concentrated in ‘inner cities, on peripheral housing estates,
or in poor rural communities’ (Geddes, 1995, p. 8; quoted in Percy-Smith,
2000, p. 148).

Policy rhetoric is matched by evidence of a growth of ‘community
participation’ arrangements in Britain (Lowndes et al., 1998), particularly
in some services such as housing (Goodlad, 2001) and in area regeneration
(Goodlad, 2002). The strengthening under the Labour government elected
in 1997 of the ‘turn to the community’ detected by Duffy and Hutchinson
(1997) is illustrated by the National Neighbourhood Renewal Strategy,
which stresses the value of community participation in planning and
service delivery (Wallace, 2001). Initiatives target resources and attention
on to neighbourhoods, sometimes with sanctions for non-delivery of citi-
zen involvement. In the words of one civil servant: ‘“Whilst we’ve said for
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years that the community must be involved, this time we really do mean it’
(Foley and Martin, 2000, p. 482). At European level, too, the
Commission’s regional policy has had a growing impact on the develop-
ment of local and, increasingly, neighbourhood participation in area part-
nerships that steer local development and employment initiatives. The
neighbourhood has therefore provided an arena for experiments with local
participatory democracy as well as for concerted assaults against urban
decline and degeneration.

Participation has been used without qualification or definition but, like
citizenship, it is a complex and slippery concept that can have a range of
competing motivations and different guises (Jones, 1999). A wide defini-
tion would cover participation in community and voluntary organizations
or in neighbourly behaviour that is not primarily focused on public policy
although it may provide a base for that. Our approach here is more
narrowly to see citizen participation as any action by a citizen that is
intended to influence public policy. This chapter therefore focuses not only
on participation arising from initiatives by public bodies but also on forms
activated by citizens. Following Nelson and Wright (1995) and Cooke and
Kothari (2001), participation should not be a focus that ignores the
complexity of power or obscures broader inequalities and injustices.
Participation needs to be applied in a way which recognizes that the ‘inter-
ests’ and participatory structures involved should be critically interrogated
(Jones, 1999; White, 1996). Political intervention offers spaces for engage-
ment, which communities can or may not exploit to their advantage. The
outcome of participation is contingent. Cairncross et al. (1997) further
usefully distinguish structures (and methods) of participation from
processes (i.e. what actually takes place within structures for participa-
tion).

Social connectedness and citizen participation

This section considers the relationship between social connectedness and
citizen participation, initially in relation to the ways in which citizen partic-
ipation was creating new networks and structures, and then in relation to
the role that citizen participation might play in fostering trust and social
capital.

Participation structures and methods

In common with many cities, formal mechanisms for citizen participation
at neighbourhood level exist in Glasgow, Edinburgh and the five local
authority districts that make up Merseyside. They include area committees
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with councillor and community representation (Glasgow and Liverpool),
community councils (Glasgow and Edinburgh), tenant management co-
operatives (Glasgow), community-based housing associations and co-
operatives (Glasgow, Edinburgh, Knowsley and Liverpool) and local
economic development agencies with voluntary sector involvement
(Glasgow and Merseyside), for example. However, these structures do not
always fulfil their promise at neighbourhood level. Some cover large areas
not recognized as ‘communities’ by residents and may therefore barely
touch the consciousness of citizens, while others achieve patchy coverage.

The extent and maturity of the infrastructure for citizen participation
varies considerably between the cities and neighbourhoods. The two
Scottish SIP areas have relatively well-developed structures and a long
history of attempts to involve citizens in renewal. Most attention appears to
have been given to increasing resident involvement in three ways: through
tenants’ associations and housing associations and co-operatives; support-
ing the voluntary sector which in turn provides many social services; and
inviting representatives of the community to join partnerships of agencies
working to co-ordinate strategies for renewal, employment or social devel-
opment, as in SIPs. These have followed the government’s agenda in
promoting citizens’ panel surveys, focus groups and citizens’ juries. The
situation is somewhat different on Merseyside where citizen participation
has had a chequered history with local political attitudes towards it ranging
from indifference to outright hostility. The 1990s, however, have seen a
gradual introduction of participatory structures, reflecting not least the
requirements of European funding and changing central government prior-
ities. The election in Liverpool in 1998 of a Liberal Democrat administra-
tion with a particular enthusiasm for ‘Modernising Local Government’ has
produced a complicated geography of participation with area committees,
a community consultation framework for the Local Strategic Partnership’s
‘community plan’ and a Neighbourhood Renewal Strategy for neighbour-
hoods that includes the PIAPs. Community groups in the latter did receive
funding to support their activities from the Objective One programme. In
addition, as in Scotland, the partnerships spent money on surveys, public
meetings and newsletters and other media.

These participation policies and structures have had two immediate
effects. First, they have made connections between people who would
otherwise not have communicated. The SIPs and PIAPs were multi-agency
partnerships involving central (two tiers in Scotland) and local govern-
ment, public agencies, the voluntary and private sectors and, for
Merseyside at the level of the overall Objective One funding programme,
the European Commission. The PIAPs and the SIPs were illustrative of the
‘micro-politics of neighbourhood governance’ (Allen and Cars, 2002) and
brought together the informal networks of the local residents of the areas
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(in the form of representatives of community organizations, tenants’ and
housing associations and other local interest-based activities) with formal
networks of professional officers and agencies and, where it existed and
representation was forthcoming, local business. The central difficulty of
governance was, as Allen and Cars (2002) argue, creating webs between
different sets of networks. The mixed neighbourhoods in Scotland that
were not SIPs had no such difficulty, but equally they had no apparent
structures to link the tiers and sectors of governance, as residents and
activists in the Glasgow mixed neighbourhood (aware of their SIP neigh-
bour) complained.

Second, social cohesion effects of participation were seen in the devel-
opment of a range of additional services, activities and structures arising
from participation. These varied from training schemes, after-school
playschemes and arts activities, for example, to new structures for partic-
ipation itself. The latter included the development of new community
groups or fora to assist existing groups to play the roles envisaged for
them in regeneration. For example, on Merseyside the Objective One
programme prompted the development of a network of local community
activists and representatives of community organizations which was
called the Merseyside Pathways Network, and this, in turn, opened a space
for formal involvement in the overall governance of the programme. The
genesis of this Network can be traced to a perception by a group of
community activists that their voice was not being sufficiently heard
whereas the public agencies and voluntary and private sector organiza-
tions already had their own influential networks. The Network secured
formal representation on the programme’s Monitoring Committee and
Technical Panels. It went on to assess the first programme and, impor-
tantly, to participate in the informal group set up to lead the preparation of
the plan for the second round of Objective One and, especially, its
‘Pathways’ Mark II component. The Network is formally represented on
the Monitoring Committee and three sub-committees for this second
round of funding. In summary, participation had involved the creation of
new structures and relationships.

We should note that there was considerable variation in the operation of
community participation in the partnerships and neighbourhoods, not only
between local authorities but also within them. To an extent this reflected
the prior history of community development. In Scotland, the Glasgow SIP
was working to overcome a history of poor relationships with and between
community groups. Some of the PIAPs (which varied in size of population
from a few hundred to over 40,000) had long-established tenants’ associa-
tions and other community bodies, while others had very few (Meegan and
Mitchell, 2001).
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Trust

Discussion of the effects of participation soon turns from structures to rela-
tionships and then to the role of social capital. The concept is important for
the way in which it foregrounds trust. However, there is a danger in using
the concept here, concerning the direction of causality. Much research has
attempted to derive measures of ‘generalized social trust’ as a proxy for
‘social capital’ that can then be related to levels of political participation
and economic performance (Pennington and Rydin, 2000). The direction of
causality is assumed to run from the networks and norms associated with
social capital to generalized trust to particular socio-economic outcomes
and good government. Following this approach would lead us to conclude
that poorer neighbourhoods will show lower levels of trust from evidence
which shows that higher levels of associational involvement are found
amongst middle-class compared with working-class people. They ‘are
likely to know twice as many of their neighbours fairly well” (Hall, 1999,
p- 438). Lower social trust is associated with dislocating experiences such
as divorce, poverty or unemployment. Overall, the two groups ‘increas-
ingly marginalized’ from civic society are the working class and the young
(p. 455).

However, an alternative account sees the state as promoting the condi-
tions in which social capital can be created (Maloney et al., 2000).
Expressions of trust appear to reflect the particular social and economic
positions of those involved and are the product (not the cause) of the socio-
economic context in which they operate. High levels of trust in one context
may not operate in another, even in the same place. For example, trust in
neighbours, friends and relatives within deprived neighbourhoods can
simultaneously exist with low levels of trust in outside agencies (Forrest
and Kearns, 1999). Trust, therefore, needs to be understood in specific
social, political and geographical contexts and only constitutes social capi-
tal where individuals in specific settings draw upon trust and networks to
act (Pennington and Rydin, 2000).

The partnerships and neighbourhoods discussed in this chapter provide
such contexts. We were interested in two aspects of trust: trust in the insti-
tutions of governance and trust in fellow citizens, community groups in
particular. Recognizing that the association between class and social capi-
tal may not demonstrate that poorer people are predisposed to be less trust-
ing when it comes to neighbourhood governance, we looked for other
factors associated with the neighbourhoods as places that might influence
trust. These include the opportunities for participation and the responses
residents receive when raising problems and issues they see.

Surveys, focus groups and direct observation produced some evidence
of a supportive local context in ‘Pathways’ and SIPs. In Scotland, we might
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have expected residents of the more middle-class mixed neighbourhoods
to be more trusting, but there was virtually no difference between the four
neighbourhoods in relation to the trust felt by residents in the council ‘to do
what is right’. A second measure of trust — willingness to work together
with others to improve their neighbourhood — showed marginally more of
the Glasgow and Edinburgh SIP residents than residents of the mixed areas
to be trusting, but the differences were small. In other words, there may be
factors at work building higher than anticipated levels of trust in the poor-
est areas. Indeed, in these areas, citizens generally welcome opportunities
for citizen participation and take comfort from the knowledge that efforts
are being made to involve them even though they do not take part them-
selves. In the SIP areas, more residents were aware of efforts by the coun-
cil to keep them informed than residents of the mixed neighbourhoods.
However, in the Glasgow SIP views were polarized: a higher number also
felt that the council did not keep them informed than in the mixed area
(Docherty et al., 2001).

The second aspect of trust is that between citizens, in particular between
citizens and community groups. Trust in councils and other official bodies
is not sufficient for participation in the new urban governance. Also
required is trust in community groups. Implicit in many models of citizen
participation is a reliance on community groups to represent the interests of
the residents of an area to public officials, and this role is acknowledged in
the funding and other support provided for groups in renewal areas and
elsewhere. If groups are to play their part, they too require to be trusted by
citizens who may otherwise feel as excluded by activists as they feel
excluded by the formal political process.

Residents of the two poorer neighbourhoods in Glasgow and Edinburgh
were more likely to feel that activists are ‘out for themselves’ than residents
in the mixed areas (Docherty ef al., 2001). Residents of the mixed areas
also had the highest levels of associational memberships. It seems that the
socio-economic composition of the neighbourhoods, and perhaps the prob-
lems of disorder it brings, was overriding the local efforts to support the
representation role of community groups. Also, on Merseyside, there were
instances where distrust between neighbourhood groups and individuals
within them had negative effects on partnership working. In one case,
complaints made about groups allegedly dominating partnership activities
were made formally to the local MP. This incident underscored the extent
to which ‘neighbourhoods’ are socially constructed and that neighbour-
hood-based community organizations with their own histories and politics
can come into conflict when brought into partnership working. Levels of
distrust are carried into the par