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FORUM BRIEFING

1. 2009 FORUM THEME

The 209 Richard J. Daley Urban Forum focuses on the most pressing issue facing cities around
the world: recovery from a global economic crisis that has imperiled both public and private
finance and cost citizens their jobs, homes and access to healthcadueatibe. Because cities
contribute the majority of the world's gross economic product and are responsible for most new
job creation, the vitality of our cities is crucial to recovery. Economic recovery will involve
global cooperation, and bold leadepskiithin the urban government, business and civic spheres.
Participants in the Forum will explore two key questions: What are the key obstacles to recovery?
And what are the most imaginative steps we are taking to reinvest in a new and sustainable
future?

2. THE GLOBAL ECONOMIC CRISIS AS URBAN CRISIS

The 20082009 downturn is one of the most profound economic crises in modern history. It has

affected economies throughout the world. In a short time, it has threatened the world financial
system, destabilied currencies, caused massive unemployment, and disrupted trade. Over the
longer term it threatens not only economic harm but also social and political disturbance.



While the impact of the crisis is widespread, it is not identical in all places. Samties, like

Iceland, felt a devastating financial impact at the outset. Some developing nations that are less
integrated with the global financial system have been impacted slowly, as the financial crisis has
given way to an economic slowdown that hasdred commodity prices and reduced the flow of
capital. Similarly, responses to the crisis have been very different, with some nations, such as the
United States and China, undertaking large stimulus plans while other nations, including France,
launchingmuch smaller plans.

Likewise the impact on cities has been widespread but uneven, varying according to the specific
conditions of each. Since cities represent the largest concentrations of population and economic
activity, many have seen sharp rises memployment. As personal and business income falls, so

do tax revenues, reducing the ability of municipal governments to respond at exactly the time that
social demand is rising for education, health care, mass transit, and other social needs. For
societes with large expatriate populations, foreign remittances may fall sharply, and some cities
are facing significant population growth as displaced workers return home. Cities encounter
difficulties in borrowing to finance operations, and both municipdlr@gional governments may

face threats of default.

Cities, like nations, must respond with both sherm and longerm strategies. In the short run,

cities must respond to job loss, housing loss, growth in crime, and rising demand for social
services. They may feel a demand to Obuy localO to create or preserve jobs for their residents.
And at the same time they must stabilize their budgets, often through sharp cuts in spending.

In the longer run, cities face the challenge of reinvesting to creatdusaltransformations for

the betterment of their people. Reinvestment in healthcare and education may require
institutional reform. Transit spending may focus on green infrastructure and green industry. The
stabilizing of finance may require new andeative forms of interaction with national
governments and private partners. Protectionist impulses must be overcome in order to restore
international trade and exchange.

If nations are to succeed, cities must succeed. The world®s economic strengtierésl ce
disproportionately in urban areas, and the continued vitality of city regions is essential to
recovery. As background to discussion at the 2009 Richard J. Daley Urban Forum, the balance of
this report describes the ingredients for economic reccaedyrevitalization in cities on a global

scale. It outlines the key place of education and health care organizations as Oanchor
institutions,O and the critical role of export to revitalize industry. Finally, it offers ideas for
leadership along the rodd recovery.

3. CITY REGIONS AS SITES OF RECOVERY AND SUSTAINABLE DEVELOPMENT

A 2006 study of the Organization for Cooperation and Economic Development (OECD) offers
compelling evidence of the importance of eiggions or metropolitan areas to their aoati and

the world. Of the top 78 metmegions in the world (ranging from Tokyo to Auckland) 66 have a
higher GDP per capita average than their national average (see Figure A) and 65 have a higher
rate of labor productivity than their country (Figure Bln short cities and their neighboring
regions are OenginesO or OdriversO of economic development.



FIGURE A: Differences in per capital GDP of metreregions and their national
level (2002)

Sample of 78 largest metreregions in the OECD
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FIGURE B. Productivity differences between the metreregions and their national
level (2002)

Sample of 78 largest metreregions in the OECD
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The OECD also shows that ciiend their regions are sites of a much more highly diversified
economic base than the remainder of their nation, with higher specialization in productive
activities, a far stronger innovative capacity (more than 81% of OECD patents are filed by
applicantdocated in urban regions) than the rest of their countries. (See Figure C).

FIGURE C. Skills in metro-regions and their national average (2001), Percentage
differences of population with formal higher education

Sample of 56 metro -regions in the OECD
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4. CITY-REGIONS AS SITES OF CHALLENGE AND CRISIS

These data maké clear that cityregions are where economic productivity, innovation and
diversity of opportunity are best found. Nonetheless, it is also in cities that we find substantial
and persistent pockets of unemployment (for example, one third of the 7&tldED metre
regions have above national average unemployment\rass Figure D).

FIGURE D. Differences in unemployment rates between metreegions and their
countries (2004)
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Persistent uemployment creates conditions of inequality that are worsened during economic
downtowns. In their 2008 study OUrban Inequality,0 Edward L. Glaeser, Matt Resseger and
Kristina Tobio find that urban inequality correlates to lower growth rates in both inemche
population. The forms of inequality have themselves changed with the growth of the global
economy, with inequality of skills as an increasingly important factor. (Glaeser et al. 2008).

Segregation. Conditions of social and racial segregation or deianO and poverty in most
OECD countries have become urban phenomena, with immigrants serving as particularly
vulnerable portions of the metregions' population (See previous Daley Forums, especitily

prior two Forums on OBuilding the Future Ciip(2007 and OFive Billion Urban Dwellers in
2008). Like our panelists from the previous Forums, the OECD finds that Ospatial polarization is
increasingO, especially in the deprived neighborhoods of urban areas, often leading to limited
access to infragiicture and services. Sections of cities with lower levels of investment per capita
or declining conditions become obstacles to change for their residents and the entire region

Immigration and Job Loss. The present economic crisis has further commiddhe urban jobs
picture in cities. For example, migrants (especially from eastern Europe) have continued to arrive
in the cities of the United Kingdom at near record rates at a time when job vacancies in the
country have plummeted by over 30%. Whilesame cities immigrants are leaving in the face of
declining opportunities, in others the reverse is the asigrants seem to be settling in. A
result is increased unemployment and rising distress among job $édkehs nationals and
immigrantd as they ompete for jobs.Glossop and Shaheen, 2009).

Housing RecessionThe housing recession is especially pernicious in the cities of the developed
world. For example, the housing recession will drive down property values in the U.S. by $1.2
trillion next yea and slash tax revenue by more than $6.6 billion, according to a report of the U.S.
Conference of Mayors. The 361 largest U.S. cities will experience a combined loss of $166
billion in economic growth, led by $10.4 billion in the New Ya¥lorthern New Jesey area.

Fiscal Stress. The conditions of unemployment and housing recession are driving cash strapped
cities to cut services and staffing and, in some cases, delay investment in much needed
infrastructure. The core problem is that urban governmesgecally in the west, are seeing
declines in their main funding sourcBsproperty and sales taxes. The economic recession is
drying up consumption among the unemployed and driving down property tax revenues from the
declining real estate markets.

5. CITIES AND THEIR INSTITUTIONS: FOUNDATIONS OF ECONOMIC CHANGE

The future of cities is found not only in their human and market capital, but also in those urban
institutions that areanchoredin the citiesfthe educational, health, government and civic
organizations that form the institutional spine of urban centers everywhere in the wofldn

called Oanchor institutiod$Ghese placdbased, somewhat immovable urban entities form the
social, political and economic foundation for urban change.

In this time of economic turbulence, these foundational institutions play key roles in urban
economic recovery. For example a recent policy study for the new administration in Washington
(HUD Working Group, 2009) found that higher education and health inetigtiknown
colloquially as Oeds and medsO are key, especially in urban areas where the industrial economy



has been effectively eroded, leaving unemployment, poor schooling and generational poverty.
Institutions anchored in the higher education and medioads are at the center of the new
knowledgebased economy that has emerged in the space of the old urban industrial economy
These institutions best thrive in a city environment without fiscal stress, housing decline or
segregated poverty.

Urban Oedand medsO institutions are operating successfully in countries as far flung as Japan,
China and the United States and throughout Europe. In Europe, universities are, according a
study by the European Commission (2003), the centerpieces of urban anchiecohang8l

both regionally and globally. In China, universities are at the core of over fifty new Ouniversity
cities® serving to anchor not only some cities but much of ChinaOs overall urban policy. In the
U.S., these OedsO and academic medical iistitlgmploy over 7 million people and stimulate
over $I trillion in annual economic activity. And in Japan, the physical placement and
development of universities are part of national metropolitan development fedicying in one
decade as the OanchfiiOmetroregional spread and, in the most recent decade, as the anchor for
a new downtown densification strategy. In each of these parts of the world, the anchor
institutions of cities are emerging as keys to urban change and to the role cities wil take
overall economic recovery. (Perry and Wiewel, 2008).

6. THE EXPORT POWER OF CITIES: ENGINES OF ECONOMIC GROWTH

Another indicator of the lead role of citiésspecially the largest citiess the fiscal level of their

export sales. U.S. cities providegood example. 116 U.S. metropolitan areas are generating $1
billion or more of export sales, while seven of these regions (New-Morthern New Jersey

Long Island; HoustoiBugar LaneBaytown; Los Angelesong BeachSanta Ana; Seattle
TacomaBellevue; etroitWarrenLivonia; ChicageNapervilleJoliet; and San Josgunnyvale

Santa Clara) generated over $25 billion in 2006, the last year the U.S. Bureau collected such data.

The next thirty metropolitan areas exported between $5 and $24 billion. Wheddvihese
areas to the top seven U.S. mategions, these markets, together, account for 61% of all U.S.
exports in 2006. As global trade revives, that growth will likely be concentrated in a small
number of cityregions.

7. GOVERNING THE CITY FOR ECONOMIC RECOVERY

The combination of Oplats®sedO economic growth (such as that provided by Oeds and medsO)
and exporbased growth may be the key to economic recovery for many cities. The key question
is how to provide both short and lotgrm stimulus at th level of the city or cityegion to
encourage this growth.

The Brookings InstitutiorBlueprint for American Prosperitaddresses this question for U.S.
OmetreregionsO and for the U.S. as a whole if we think of it as a OMatian.O

The OMetrdNationCof the U.S, while comprising only 12 percent of the nationOs land, generates
two-thirds of U.S. jobs and threguarters of the nationOs output (See FIGURE E) The top 100
metroregions contain over 65 percent of the U.S. population, including 85 pefdéetmationOs
immigrants In terms of prosperity these metros contain the lionOs share of innovation, human



capital, infrastructure and quality of life amenitiés.this context, these metregions represent
the sites where the nationOs future econawmicpetitiveness, social health and environmental
sustainability will be decided (See FIGURE E).

FIGURE E - Major metro areas aggregate fundamental drivers of prosperity, and
generate 75 percent of U.S. GDP
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Brookings argues for a new, intergovernmental policy direction to help cities overcome
their faltering conditions and sustain their role as leaders of economic recovery. Such
policy requires strong national as well as state and local initiative in keyddri¥aance

and urban development as well as in health and education. If the data here tell us
anything, they suggest how important cities and their metropolitan regions are not only to
the local economy but to the national and global economies. As poiaty change

cannot be simply a local affair. In the U.S., for example, the Brookings reports call for
Washington Oto lead, empower and maximize performance.0 The states and localities
need to leverage national policy initiative and embed them in alghsbwell as a local
strategy.

Similar transformations may be occurring throughout the globe in the relationships
between cities and their national governments. Urban economies are, for the time being
at least, dependent on the success of their natiec@homic policies. Constrained
municipal budgets, imperatives to Obuy local,0 and protectionist tendencies at the national
level all may constrain global trade and exchange among cities. But even asstaésn

will likely have an expanded economidedor some time to come, cities will face the

need to reassert their linkages across national boundaries. It is the exchange among
global cities, after all that lies at the foundation of the global economy.



8. URBAN LEADERSHIP FOR ECONOMIC RECOVERY

We learn from the various public policy centers in this report that, among the competitive cities in
the global economy, there is no Oone size fits all® policy for cities to remain competitive leaders.
But the importance of cities (in all the ways we have diesd above) suggests certain key
directions that can be tailored to meet specific needs. (OECD, 2006) These include:

¥ A flexible strategic vision is necessary (both locally and nationally) to foster
competitiveness, including national and local collaboratiaround conditions of
innovation through local/regional governance.

¥ Urban strategies should give rise to Olivable citiesO where the everyday life of all
residents is served by higjuality health care, infrastructure, green spaces, education,
and healthyinner city residential areas and public projects. These qualities not only
contribute to economic success, but attract new residents, investors, tourists and other
visitors.

¥ The OECD suggests that cities diversify tax revenues with Osmart taxes® such as
congestion charges and use puplitvate partnerships to raise money for public projects.

¥ Effective governance of cities for economic recovery depends on cooperative leadership
from national governments (see, for example Brookings, 2008 and OECD 2006) to
engage cities in new, catalytic ways. Among these should be national and international
collaborations involving cities and their vital Oanchor institutions.O

David Perry is Director of the Great Cities Institute and Professor of Urban
Planning and Policy at the University of lllinois at Chicago.

Glenda Garelli is a doctoral student in the College of Urban Planning and
Public Affairs and research assistant at the Great Cities Institute at the
University of lllinois at Chicago.

Clark Hulse is Associate Chancellor and Dean of the Graduate College at
the University of lllinois at Chicago.
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