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EXECUTIVE SUMMARY

With the world’s urban population expected to increase by about

60 percent by 2050, we have an opportunity to build cities where
everyone can live, move, and thrive.! There is an emerging global
consensus that we must work towards cities that provide a high
quality of life for all. Achieving this outcome is not guaranteed. It
requires a new vision of how to build and manage cities. The decisions
cities make today are crucial because they could lock us into a cycle
of low productivity, poverty, and environmental degradation for the
rest of the century and beyond.

The next generation of cities will be very different from those of the
past. As Figure ES-1 shows, the patterns of urbanization we are seeing
today create four significant challenges for cities. This demands a

reexamination of our conventional responses to urbanization.

First, imagine the entire population of China and India moving into
the world’s cities by 2050. The urban population is rising at an
unprecedented rate: about 2.5 billion more people are expected to be
living in cities within just over three decades, and more than 90 percent
of that increase will occur in Asia and Africa.? By mid-century, estimates
show that 52 percent of the world’s total urban population will be living in
Asia and 21 percent in Africa.® About 40 percent of this urban growth will
happen in cities that currently have populations between 1 and 5 million.
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Figure ES-1 | Four challenges for sustainable cities
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Second, urbanization is increasingly occurring in lower-income
countries. In 1960, very few low-income countries were highly
urbanized, but by 2014 many more low-income countries were
undergoing rapid urbanization. Many of the countries that have
experienced urban growth and economic stagnation are located
in sub-Saharan Africa.

Third, while the poverty rate is falling globally, a key challenge

is that a higher proportion of the poor than ever before is now
living in cities.* From the perspective of city governments, this
represents a significant challenge because the absolute number of
the urban poor is increasing. While the graphic above on the share
of the poor living in urban areas is based on data from India, this
pattern also is found in other countries of the global South.

$0

Johannesburg r
Bangalore
Bogota
Mexico City
Beijing
Shanghai
Singapore
New York

Rio de Janeiro

Finally, cities in the global South that are expected to experience
the greatest increases in population have the fewest financial
resources per capita to address these challenges.® This makes it
increasingly difficult for cities to provide access to core services
for all urban residents. As many as 70 percent of city residents
in the global South may be under-served, lacking access to one or
more core services: housing, water and sanitation, energy, and
transportation.® For example, in 2012, more than 482 million
urban residents lacked access to modern fuels and 131 million
lacked access to electricity; in 2015, 140 million did not have reli-
able, clean water.” City leaders face a tension between meeting
the immediate and growing demand for services, and making
longer-term decisions that shape the built environment.
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When large segments of the urban population suffer from
inadequate access to core services, there are economic and
environmental consequences. Inadequate service provision
undermines people’s ability to be economically productive, and
challenges them to fend for themselves in inefficient and costly
ways that risk harming the environment. This issue is universal,
affecting much of the population in cities in the global South. It
presents a challenge, but also offers the opportunity to develop
new approaches to providing services that are more affordable,
reach more people, and are less environmentally damaging than
traditional solutions developed in the global North.

Given this reality, and with appreciation for the diversity among
cities, we have developed a new framework that divides cities
into four categories based on their economic productivity and
projected population growth between 2015 and 2030: struggling,
emerging, thriving, and stabilizing cities. Both struggling and
emerging cities have relatively lower GDP per capita today
compared to thriving and stabilizing cities. Struggling cities

are likely to experience more rapid population growth than
economic growth. Emerging cities are projected to experience
economic growth that is greater than population growth. The
World Resources Report: Towards a More Equal City focuses on
struggling and emerging cities because the expected scale of
infrastructure and services needed in these cities creates an
important opportunity to alter their development trajectory.

The report examines whether providing equitable access to

core services leads to a more economically productive and
environmentally sustainable city. The report explores actionable
approaches to providing core services like housing, water and
sanitation, energy, and transportation. Through a series of
research papers, the World Resources Report examines sector-
specific approaches that have worked in cities across the world,
and explores how these practices can help other cities make
better choices.

More specifically, the report includes research on how cities can
provide growing numbers of residents with secure and affordable

shelter located near economic opportunities and urban amenities.

It explores the long-term effectiveness of policy approaches such
as upgrading informal settlements, support for rental markets in
central areas of the city, and more creative use of underutilized
land. It examines how cities can meet growing energy needs
through improved access to modern fuels, clean and efficient
cook stoves, and distributed renewable energy. And in terms of

Our research examines whether
approaches that prioritize the
urban under-served will bring
economic and environmental

benefits to everyone in the city.

transportation, the World Resources Report analyzes how cities
can avoid car-centric decisions and support walking, cycling, and
public transportation for all. Our research examines whether
approaches that prioritize the urban under-served will bring eco-
nomic and environmental benefits to everyone in the city.

Sector-specific approaches are a start, but they are not enough.
To build thriving cities, we need policies that transcend
isolated sectoral thinking and piecemeal solutions. Through a
preliminary analysis of two case studies, Medellin and Surat,
we observed that urban transformation encompasses some
common features—a strong coalition of urban change agents
with a shared vision, who successfully address a seminal
problem and unleash a cycle of positive change; the availability
of financial resources to implement ambitious reforms; and

a long-term political commitment. Despite these common
features there is no single path for every city. Through a series of
more in-depth, city-level case studies we will ask the question:
Is it possible to learn from cases of successful transformation
and use this knowledge to help other cities usher in their own

transformation?

Medellin, Colombia transformed itself from the murder cap-
ital of the world into a thriving city. It first improved services

to under-served communities through imaginative projects
that included the construction of a cable car system to connect
isolated hillside communities to the city center. The success

of this and other urban development projects helped the city
government build a coalition with political leaders and the
private sector. That, in turn, built momentum for more changes
citywide, such as new schools, new parks, and a museum, as well
as changes to housing policy that legalized informal homes. No
single factor explains the transformation in Medellin; rather, it
was a mutually reinforcing set of factors.
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Figure ES-2 | Equitable access as an entry point to sustainable cities
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In Surat, India, an outbreak of plague prompted a change in the
health care system and provided the trigger for urban transfor-
mation. The city government initiated vigorous cleanup efforts,
changes to the waste management and water systems, and new
public health monitoring. These reforms were accompanied by
changes to the governance and budget processes, and further
buoyed by strong municipal leadership and coalition-building
with the private sector and civil society groups. The result was
transformation in still other areas, such as flood risk manage-
ment and building climate resilience.

We envision that the outcome of transformative change will be a
more equal city. As work on the World Resources Report unfolds

over the next year, we aspire to create a social and political move-
ment of urban change agents working towards this outcome. We

invite thought leaders, government actors, the private sector,

WATER & SANITATION

TRANSPORTATION

L

TRANSFORMATIVE
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and civil society to imagine cities that can be better for every-
one. Our research papers will highlight actionable approaches

to providing equitable access to core services as a means to
transform cities, as illustrated in Figure ES-2. The city-level case
studies will provide a better understanding of how to enable
broader and more ambitious citywide transformation. Without
equal access to core services, cities may not be able to achieve the
higher quality of life, economic productivity, and environmental
sustainability that we all desire.

Without equal access to core services,
cities may not be able to achieve

the higher quality of life, economic
productivity, and environmental
sustainability that we all desire.

4 WORLD RESOURCES INSTITUTE



Towards a More Equal City: Framing the Challenges and Opportunities

|. FRAMING THE WORLD
RESOURCES REPORT

Since the earliest urban agglomerations, cities have been centers
of creativity, productivity, and innovation. The rise of cities has
resulted in economic specialization and economies of scale.

The resulting concentration of wealth has freed many people
from a singular focus on meeting their basic subsistence needs.
The wealth, sociocultural diversity, and exchange of ideas that
flourish in cities have created the conditions that support major
artistic, intellectual, political, and social movements. This
promise of economic prosperity and cultural vibrancy continues
to spur rural to urban migration today. There are many interna-
tional examples of well-planned and managed cities where the
quality of life is high for the vast majority of residents. Examples
include Copenhagen, New York, Singapore, Sydney, Vancouver,
and Yokohama. There are also many examples of cities, such as
Bangkok, Bogotd, Mumbai, and Nairobi that are less planned,
more chaotic, but nonetheless equally vibrant.

Cities and their political leaders have never received more
international attention than they do today, as it is now widely
acknowledged that cities have a central role to play in the
global economy, climate action, and our common future.® The
193 member states of the United Nations adopted the historic
Sustainable Development Goals (SDGs) in September 2015, with
a standalone urban goal (SDG 11) that focuses on sustainable
cities and communities.® The Habitat III conference on cities
promotes “a new model of urban development that is able to
integrate all facets of sustainable development to promote
equity, welfare, and shared prosperity.”*° The text from Habitat
ITII—the New Urban Agenda—Ilays out a vision for cities for
the next 20 years.” Simultaneously, achieving the New Urban
Agenda and SDGs requires that cities are empowered with
knowledge that supports decisive action on the ground. The
World Resources Report seeks to provide that knowledge.

Recent research and progress on global agendas indicate that
there is an emerging consensus on several key issues govern-
ing how cities ought to develop.*? The New Climate Economy
establishes that it is possible to grow the economy while meeting
climate goals only if we build and manage cities differently.”
The New Urban Agenda highlights the central role of managing
urban expansion, affordable housing, and access to services as
“levers for change.” Prioritizing the delivery of services and
infrastructure is a key component of a long-term urban strategy
that considers economic and social development along with
environmental protection.”

The number of people living in the world’s cities is expected to
increase by 2.5 billion by 2050, with more than 90 percent of
that increase occurring in Asia and Africa.’ In many of these
cities, urban population growth will outpace economic growth.
This trend is combined with the “urbanization of poverty,” which
means that a larger share of the world’s poor now reside in urban
areas.” And, many of these cities have some of the lowest munic-
ipal budgets per capita today. In response, the World Resources
Report provides cities with practical and actionable strategies

to approach these challenges. Now is the time when these cities
have an opportunity to make decisions that avoid locking them
in to unsustainable urban development patterns.

The quality of life for urban residents, and the extent to which
they have opportunities to thrive and be productive, depends on
their level of access to affordable, reliable, and safe core urban
services such as land use, housing, water and sanitation, energy,
and transportation. Large segments of the urban population in
some of the most rapidly urbanizing regions of the world, such
as South Asia and sub-Saharan Africa, are currently under-
served in these areas. Gaps in the provision of these urban
services leads to illegal, informal, or unregulated self-provision-
ing by residents across income groups, imposing high individual
and societal costs resulting in inefficiencies, environmental
degradation, and poor health. Many cities in the global South
face resource and capacity constraints, which means that this
gap in urban services is likely to worsen with the rapid increase
in urban population expected in coming decades.

The World Resources Report views sustainable cities through
the lens of the three interlocking spheres of economy, environ-
ment, and equity (Box 1).® Our analysis starts by taking equitable
access to urban services as the entry point for urban sustain-
ability.* We have chosen this entry point for three reasons.

First, there is a limited understanding of how to achieve urban
sustainability and equity simultaneously.* Second, there is
evidence that if rapidly growing cities do not address equity, eco-
nomic growth will likely occur in ways that are not “pro-poor”

or supportive of the growing and persistent informal economies
in many of these cities.” The pattern of urbanization in Latin
America over the past 30 years illustrates this point. Third, the
rise in urban inequality globally and its associated negative
political repercussions makes equity a particularly robust entry
point for city leaders and national governments seeking to stay

in power.
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With equity as our entry point, the World Resources Report
focuses on how cities provide access to core urban services.
Through a series of research papers (listed in the Appendix), we
explore: How can cities manage urban expansion? How can they
help provide secure and affordable shelter to growing numbers
of residents while ensuring access to economic opportunities?
How can cities protect their watersheds and provide reliable and
affordable potable water and sanitation to households? How
can they keep pace with rising energy demand while increasing
access to clean, affordable, and reliable energy sources? And
how can they address the challenges of congestion and urban
transport? Figure 1illustrates our conceptualization of equity as
an entry point for urban sustainability.

If cities are to make significant progress on the SDGs, the
UNEFCCC Paris Agreement on climate change, and the New
Urban Agenda they will need to transform in significant ways
that transcends change in a single sector. To better understand
how urban transformation happens, the World Resources
Report examines a series of citywide case studies. Highlights
from two preliminary cases are presented in this paper.* We
define transformative urban change as a fundamental shift in
how cities are developing. Urban transformation is a citywide
movement: it changes power dynamics, political leadership,

and institutions that affect how the city functions. It requires a
broad process of cross-sectoral, sustained, positive change that
improves the economy and the environment for the whole city.
The preliminary examples presented in this paper, as well as
the more in-depth case studies, are not “best practices.” We start
from an assumption that every case of transformative urban
change will have progressive and regressive elements and every
city is likely to experience difficulties, setbacks, and false starts.
The case studies seek to discern whether there is a pattern to
how transformative change starts, unfolds, and is ultimately
institutionalized.

Based on an analysis of our preliminary examples of urban trans-
formation and a broader review of the literature three factors
emerge as key: governance, finance, and urban planning and
management. Governance is important because it encompasses
the urban decision-making structure and government policies
from the local to the national level, the role of civil society orga-
nizations, and the extent of public participation. Finance and
funding refers to the financial resources the city needs to make
change happen. It includes a city’s access to capital, financial
transfers from higher levels of government, engagement with
the private sector, and municipal revenues (e.g., budgetary
contributions, taxes, fees, user charges). Urban planning and

Box 1 | The Interlocking Spheres of Economy, Environment, and Equity in Sustainable Cities

The significance of these spheres was
underscored by the adoption of the
United Nations Sustainable Development
Goals and the United Nations Framework
Convention on Climate Change (UNFCCC)
Paris Agreement on climate change.
Because of the interdependent nature of
these three areas, cities cannot achieve
and sustain progress in any one of them
without simultaneously addressing the
other two. Achieving progress in all three
areas remains challenging for even the
most well-resourced and capable cities.
In those parts of the world that are rapidly
urbanizing, city leaders are grappling with
a growing population and an increased
number of poor people residing in

urban areas.?? Looking for examples of
environmentally sustainable solutions
among cities that urbanized first has
limitations because these cities followed

a path of resource-intensive development.
They consume energy and water and
produce greenhouse gas emissions at rates
many times greater than their counterparts
in the rapidly urbanizing areas of today.

It is true that cities in the global North

have achieved unprecedented levels of
service delivery, but at what cost? Many

of these cities made land use decisions
and infrastructure investments that locked
them into unsustainable patterns of
resource consumption and costly future
urban development trajectories.?® Examples

include: zoning that locates residential

land use far from markets and employment
opportunities; investments in infrastructure
that favor private automobile ownership
over public transportation systems; and
water-based sewerage systems. With regard
to equitable urban development, economic
growth is not a simple solution. The benefits
of growth are often not shared equally, and
inequality has the potential to undermine
these gains and threaten political stability.?*
How cities grow and how cities respond to
inequality will be integral to defining their
future. For a sustainable future, cities need
to provide opportunities and a high quality
of life for all segments of society.

WORLD RESOURCES INSTITUTE
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Figure1 | A new approach to achieving sustainable cities
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management refers to a city’s capacity to plan and manage a
changing urban environment over time. This includes the ability
to coalesce around a shared vision, create a meaningful partici-
patory process, implement plans and urban policy reforms, and
enforce regulations in a manner that is transparent, accountable,

and responsive to residents.

Through a series of research papers, the World Resources Report
explores: Can providing equitable access to quality services
improve the economy and environment of the city as a whole?
To answer this question, the report analyzes how approaches to
meeting the needs of the urban under-served affect the economy
and the environment of the whole city. The urban under-

served are those residents who lack access to one or more core
services. The World Resources Report focuses on priority action
areas—where cities need to address urgent service needs and
take the greatest care to avoid locking in unsustainable urban
development over the long term. Our aim with this research is
to create a movement among urban change agents—politicians
and civil servants at all levels of government, civil society
representatives, and business people—who have the power to
govern, shape, and build cities differently. To this end, the series
research papers will address critical knowledge gaps in three

areas:

» We examine how meeting the needs of the urban under-
served in priority areas can contribute to an improved
economy and environment for the whole city.

TRANSFORMATIVE
;m URBAN CHANGE

CORE SERVICES

— T —>

TRANSPORTATION —p

APPROACH USED IN THE WORLD RESOURCES REPORT

» Scaling up from these priority areas, we analyze a set of city
case studies to understand how the broader process
of citywide transformation happens.

» With reference to sectors as well as citywide transformation,
we analyze three factors—governance, finance, and the
capacity to plan and manage urban development.

This first paper frames the issues for the series of research
papers. It is divided into nine sections. This first section
introduced the World Resources Report and why the focus

on more equal cities is important. In sections Il and III, we
propose a new way to categorize cities based on economic
productivity and present four ways in which urbanization is
expected to be different in the coming decades. Section IV
articulates the dilemma that cities face when making decisions
on providing core services while avoiding outcomes that result
in unsustainable lock-in. We then examine, in section V, how
the structure of cities creates a gap in urban services that
negatively affects the quality of life for all residents. Section VI
explores how the gap in urban services affects the economy and
the environment. We next analyze the experiences of two very
different cities, Medellin, Colombia and Surat, India, in section
VII, to illustrate the concept of transformative urban change.
Section VIII highlights three factors that have the potential to
support sectoral as well as transformative change: governance,
finance, and the capacity to plan and manage change. Finally,
in section IX, we discuss how the World Resources Report will
contribute to making the more equal city a reality.
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Il. ANEW CATEGORIZATION OF
CITIES FOCUSED ON ECONOMIC
PRODUCTIVITY

We first propose a new way to categorize cities that recognizes
the heterogeneity among cities around the world and helps us to
better understand the challenges that cities will face in the years
ahead. We believe that urbanization in the future will diverge
from the patterns of the past and, in the next section, we will
highlight four ways in which urbanization is likely to change.

Before we begin to analyze patterns of urbanization, it is important
to note that there is no universally accepted definition of what
constitutes an urban area. A city typically refers to a geographic
area that conforms to a political, jurisdictional, or administrative
boundary. Many contiguous urban areas or urban agglomerations,
however, extend well beyond a city’s jurisdictional boundaries.
Most countries define urban areas by a single population or density
threshold. Many countries use a low threshold to identify urban
areas. For example, the United States defines an urban cluster as an
area containing at least 2,500 inhabitants.?® Using low thresholds
creates thousands of small urban centers that lack the attributes
typically associated with cities.

Our analyses are based primarily on three data sources: the
United Nations World Urbanization Prospects (United Nations,
2014), the World Bank’s World Development Indicators

(World Bank, 2016), and Oxford Economics databases (Oxford
Economics, 2016). The overall population threshold used in the
Oxford Economics database is about 400,000 inhabitants.?” The
database covers the United Nations list of urban agglomerations
with at least 750,000 inhabitants and some other “strategically”
important cities such as country capitals.?®

There are important caveats regarding the comparative urban
analyses presented below. First, much of the data we analyze

are derived from national censuses, and several countries have
not conducted a census in more than a decade.® Second, all
projections are based on historical patterns; factors such as
conflicts, pandemics, migration, climate change, economic
recessions, and natural disasters, among others, can all influence
future urbanization, but are not accounted for in the projections.
Third, when cities are grouped into broad categories for the

sake of comparison and generalizations, diversity is muted

and nuance is lost.*° For example, we know that within many
countries tremendous diversity exists between a primary city
and secondary cities. With these caveats in mind, we proceed to
categorize cities with caution.

8 WORLD RESOURCES INSTITUTE

A Focus on Struggling and
Emerging Cities

We propose a new way to categorize cities in order to highlight a
subset of cities on which the World Resources Report will focus.
Categorizing cities by their current income and projected popu-
lation and economic growth helps us to identify both the cities
that will likely face the greatest challenges in providing urban
services, and the cities that have the opportunity to avoid locking
in unsustainable patterns of urban development. We used cur-
rent GDP per capita as an indicator of a city’s economic strength
today. We combined this with the projected growth in GDP per
capita between 2015 and 2030 relative to the projected growth in
urban population over the same time period (Figure 2). We posit
that these are good measures of how well a city’s resource base
can serve its population into the future. These two measures
allow us to assign cities to four categories: struggling, emerging,
thriving, and stabilizing.

Figure 2 shows this categorization of cities based on their current
income and projected income and population growth. The x-axis
shows a city’s 2015 (log10) GDP per capita. The y-axis reflects the
ratio of GDP per capita growth relative to population growth for
the period 2015-2030.3 Most cities are projected to have a higher
growth in GDP per capita relative to population growth, but
there are several cities, particularly in Africa, where the popu-
lation growth rate is projected to be greater than GDP per capita
growth (i.e., index values less than 1). In regions where the urban
population is expected to increase rapidly, urban population
growth may overtake economic growth, diminishing the benefits
that economic growth normally provides.

We define the four categories of cities as follows:

Struggling Cities—These cities have a low GDP per capita today,
and a low ratio of projected growth in GDP per capita to projected
growth in population between 2015 and 2030, as compared to
other cities. We classify these as struggling cities because, in the
near future, they are likely to experience more rapid population
growth than per capita economic growth, pointing to an impend-
ing resource gap. While this category includes predominantly
sub-Saharan African cities, some cities in the Middle East and
North Africa, and a few cities in South Asia, and Latin America
and the Caribbean are also represented. Specific examples
include Alexandria, Lagos, Nairobi, Dar es Salaam, Kampala,
Kinshasa, Aden, Islamabad, and Tijuana.
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Figure 2 | We categorize cities based on current and projected economic productivity
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Emerging Cities—These cities have a low GDP per capita today, and a
high ratio of projected growth in GDP per capita to projected growth
in population between 2015 and 2030, as compared to other cities.
We classify these as emerging cities because, while their economic
strength is low today, their projected economic growth is greater
than their projected population growth, indicating projected
increases in economic productivity. These cities are more likely to
have the capacity to overcome current resource constraints and
strengthen their position globally. Most of the cities in this category
are in East Asia and the Pacific and South Asia, with some in Europe
and Central Asia, and Latin America and the Caribbean as well.
Specific examples include Surabaya, Cebu City, Phnom Penh, Ho
Chi Minh City, Hengshui, Fuyang, Belgrade, Tbilisi, Mumbai, Jaipur,
Dhaka, Lima, Quito, and Medellin.

Thriving Cities—These cities have a high GDP per capita today,
and a high ratio of projected growth in GDP per capita to projected
growth in population between 2015 and 2030, as compared to other
cities. We classify these as thriving cities because, not only are they
economically strong today, their economic growth is projected to
outpace their urban population growth in coming years. These cities
are growing and thriving. Cities from East Asia, Europe and Central
Asia, North America, and Latin America and the Caribbean fall within
this category. Specific examples include Beijing, Chengdu, Taipei,
Bangkok, Berlin, Copenhagen, London, Boston, Denver, Montreal, Belo
Horizonte, Buenos Aires, Bogota, Guadalajara, and Mexico City.

Stabilizing Cities—These cities have a high GDP per capita today,
and a low ratio of projected growth in GDP per capita to projected
growth in population between 2015 and 2030, as compared to
other cities. We classify these cities as stabilizing cities because
they are economically strong today, but their economic growth
is expected to be lower relative to their population growth when
compared to emerging or thriving cities. In that sense, these
cities are starting to stabilize and in some cases, their economies
are starting to shrink. It is primarily cities from North America,
Latin America, and the Middle East that fall within this category.
Specific examples include Toronto, Vancouver, Austin, Brasilia,
Curitiba, Ciudad Guayana, Dubai, and Kuwait City.

Of the total number of cities included in the Oxford Economic
database, we categorize 4.8 percent as struggling and 45.9
percent as emerging. So, just over half the cities included in the
database fall into these two categories. The World Resources
Report will focus on the subset of cities that are struggling and
emerging because these cities have an opportunity to meet
growing infrastructure and service demands in ways that are
different from those in cities that are thriving and stabilizing.

Figure 3 shows the geographic distribution of the different
categories of cities. The majority of struggling and emerging
cities are located in Africa, Asia, and Latin America.

Figure 3 | Struggling, emerging, thriving, and stabilizing cities are regionally clustered
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Towards a More Equal City: Framing the Challenges and Opportunities

Ill. FOUR CHALLENGES FOR
SUSTAINABLE CITIES

The Highest Rates of Urbanization will be in
sub-Saharan Africa and South Asia

Patterns of urban growth are changing, with the highest rates of
urbanization shifting from the global North to the global South.
The world’s high-income countries have been highly urbanized for
several decades and are now about 80 percent urban on average.*
Since 1950, upper middle-income countries have urbanized the
fastest and are now, on average, about 63 percent urban.* Lower
middle-income countries have urbanized more slowly and are
now about 39 percent urban on average, but they are expected to
experience the fastest urbanization rates in the future.>*

About 90 percent of urban growth by 2050 is expected to occur
in Asia and Africa.* This projected growth means that 52 percent
of the world's total urban population will be living in Asia and 21
percent in Africa—with 11 percent in Latin America, 9 percent in
Europe, and 6 percent in North America.* Figures 4 and 5 show
the mean projected percentage change in urban population
across regions between 2015 and 2030.

Both sub-Saharan Africa and Asia are urbanizing rapidly, but the
nature of their urban growth has been different. From 2000 to
2010, rural-urban migration accounted for about 30 percent of
urban population growth in sub-Saharan Africa, while natural
increase accounted for 70 percent.?” Overall, the urban popula-
tion growth rate has been higher in sub-Saharan Africa than in
any other region of the world, at 4 percent per year.?® By contrast,
the contribution of rural-urban migration to urban population
growth in Asia as a whole was almost 60 percent, while natural
increase accounted for only 40 percent.* Urban populations in
the region are continuing to grow, but at a declining rate.*°

Between 2015 and 2030, the largest increases in urban population
in absolute terms are projected to occur in East Asia and the Pacific
(32 percent of the total), South Asia (22 percent), and sub-Saharan
Africa (21 percent) (see Figure 6). Our city categorization shown

in Figures 2 and 3 corroborates this trend. The average growth in
urban population expected between 2015 and 2030 in the cities

we classify as “struggling” is about 64 percent, while the average
growth in cities we classify as “emerging” is about 18 percent.

Urban agglomerations between 1 million and 5 million people
are expected to experience the highest rates of total population
increase across city sizes during the same period.

Figure 4 | Sub-Saharan Africa and South Asia are projected to have the highest percentage growth in urban

populations between 2015 and 2030

70

60

50

40

30

20

Mean Urban Population Change (%)

10

Europe and North
Central Asia

Latin America
America and the
Caribbean

Regions

East Asia
and Pacific and Asia Africa

Middle East South sub—Saharan

North Africa

Note: n = 1,692 urban agglomerations: ECA (302), NAM (151), LAC (206), EAP (546), MENA (130), SA (207), SSA (150).
Sources: Oxford Economics, 2016; United Nations, 2014; World Bank country classification.

WORLD RESOURCES REPORT | October 2016 | 11



Figure 5 | Projected changes in urban population by region, 2015-2030 (%)
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Figure 6 | Urban agglomerations in East Asia, South Asia, and sub-Saharan Africa are projected to have the
greatest urban population increase in absolute terms, 2015-2030
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Towards a More Equal City: Framing the Challenges and Opportunities

Unlike Past Decades, More Lower-Income
Countries are Urbanizing Today

Historically, urban populations and incomes have grown
together, with cities seen as drivers of economic growth,
creativity, and entrepreneurship. During the industrial
revolution, urbanization was propelled by advances in
transportation and agricultural surpluses.” More recently,
however, urbanization has been occurring in many countries
where incomes have remained stagnant, increasing the number
of lower middle-income and low-income urbanized nations.*
In 1960, very few low-income countries were highly urbanized
(Figure 7). In contrast, by 2014, more low-income countries had
been added to the ranks of the highly urbanized countries, and
the relationship between national income and urbanization
was weaker, though it remains significant (Figure 8).

Figures 7 and 8 show regressions of GDP per capita on percent-
age of urbanization by world region. Each data point represents a
country. A lower r? value in Figure 8 shows a weaker relationship
between national income and urbanization in 2014. The reasons
for this new pattern of urbanization are complex and require
some interpretation. Conducting a similar analysis, Glaeser
attributes this new pattern of urbanization and the “explosion of
poor mega-cities over the last 30 years” to more open economic
systems combined with agricultural desperation.*

Many of the countries shown in Figure 8 that have experienced
urban growth while GDP per capita has remained low are located
in sub-Saharan Africa. It is worth noting that it is difficult to get
a clear picture of urbanization in Africa for a couple of reasons.
First, some countries in the region do not have current census
data. Second, many African countries use a low population
threshold to define urban areas and thus urban inhabitants.*
In addition, some analysts believe that Africa underwent a
period of rapid urbanization in the 1950s, 1960s, and 1970s

but, since that time, many African countries have experienced
slowing urbanization.*

More recently, however, urbanization
has been occurring in many countries
where incomes have remained stagnhant,
increasing the number of lower middle-
income and low-income urbanized
nations. In 1960, very few low-income
countries were highly urbanized. In
contrast, by 2014, more low-income
countries had been added to the ranks of
the highly urbanized countries, and the
relationship between national income
and urbanization was weaker, though it
remains significant.

Returning to the pattern of urbanization and economic
stagnation illustrated in Figure 8, a recent analysis of sub-
Saharan Africa found a significant negative relationship between
the percentage of people living in the largest cities and economic
growth.*® The poor quality of urban infrastructure, specifically
core services, leads to a cumulative effect of “congestion
diseconomies prevailing over agglomeration benefits in these
countries.”#” Given the patterns described above, we conclude
that low-income countries that are urbanizing will likely find

it hard to accommodate the increased demands for urban
infrastructure and services. Urbanization itself could become a
lever for economic growth only if it happens in a way that brings
increased access to the services that lead to more equal cities.
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Figure 7 | Few low-income countries were highly urbanized in 1960
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Figure 8 | More low-income and middle-income countries are highly urbanized by 2014

>
¥
>
X
>
>®
> | >
x XD
X
X;

N
X
X
x X
X
X
>
X
>
>
\ﬁ\

log10 GDP per capita (PPP, 2005)
>
Pz
X
X
X

: yd

X
Burkina aso% g@Mozamb\que
Tajikistarr i Sierra Leone 5 Haiti
Mai
/ﬂgrmg& RINepalRwandal ZWEEDWE "% Togo X Guinea-Bissau
Afghanistan
o Ethiopia Linea
Malawi X ,ﬁw Madagascar ® = X Congo, Den). Rep.
pxd K Liberia
Central African Republic
&) Burundi
0 25 50 75 100

Urbanization (%)

y=24+0.02 ¢ xr2=0.507

¥ High income: nonOECD

A High income: OECD
Upper middle income
Lower middle income

X Low income

Note: RSE = 0.4652, n = 175,
p-value: < 2.2e-16. Countries are
classified based on the current
World Bank country classification.
Source: World Bank, 2016.

14 WORLD RESOURCES INSTITUTE



Towards a More Equal City: Framing the Challenges and Opportunities

One of the greatest challenges
facing cities is that even though
global poverty is declining, a greater
share of the poor is now living in
cities, or what is referred to as the
“urbanization of poverty.”

The Share of Poor People
Living in Urban Areas is On the
Rise Worldwide

One of the greatest challenges facing cities is that even though
global poverty is declining, a greater share of the poor is now
living in cities, or what is referred to as the “urbanization of
poverty."#® A unique data set from over 200 household surveys
in 90 countries shows that the growth of poverty in developing

countries is higher in urban areas than in rural areas.*
analysts consider urbanization a positive force for development

The study finds that, even though three-quarters of the world’s
poor still live in rural areas, poverty is becoming more urban
over time.>° Between 1993 and 2002, the total number of poor
fell by 100 million due to declines in rural poverty, but 50
million new poor people were added to the “$1a day” poor in
urban areas.® Over the same period, while the share of the
total population living in urban areas of developing countries
rose from 38 percent to 42 percent, the share of the “$1a day”

because it is associated with declining national poverty rates.
However, from the perspective of cities that need to provide
equal access to quality services, this is a nuanced issue because
while the absolute number of poor people is increasing in some
cities the share of people in these cities that fall below the
poverty line is decreasing.>® Based on data from India where the
urban population growth rate was 27 percent between 1993 and
2002, Table 1illustrates this point.5”

poor living in urban areas rose faster, from 19 percent to 25

percent.>? In other words, the poor are urbanizing faster than The pattern of urban poverty in the global South has some

the population as a whole.® Some analysts conclude that urban important geographic differences. First, urban poverty has

poverty could be even greater than these numbers indicate grown the fastest and is now highest in Latin America, while it is

because of difficulties with analyzing non-food expenditures, much lower in East Asia (less than 10 percent) because of China’s

which are so important to an urban household's standard of inclusion in this category.®® The level of urban poverty in China,

living,* however, is likely underestimated because of the hukou system

of household registration that does not allow for the counting of
The “urbanization of poverty” can be explained by rural to urban unregistered migrants in urban areas. In India, recent research
migration (some migrants escape poverty while many do not), shows that the percentage of the urban population that is poor
natural population increase in urban areas, and the “impact increased from 14 percent in the 1950s to between 32 and 35 per-
of urbanization on the living standards of those who remain cent in 2012, depending on the specific poverty line that is being
in rural areas” through remittances.*> Some practitioners and used.>® How cities are planned and built today and in the future

can either work to alleviate urban poverty or exacerbate it.

Table 1. Urban and Rural “S1 a Day” Poverty Measures for 1993 and 2002

NUMBER OF POOR (MILLIONS) SHARE BELOW POVERTY LINE (PERCENT) URBAN SHARE OF THE
URBAN RURAL URBAN RURAL TOTAL POOR (PERCENT)
1993 242 1,038 1,280 13.8 36.6 28.0 18.9
2002 291 890 1,181 13.2 29.7 22.7 24.6

Note: Data from India.
Source: Ravallion et al., 2007c: 8.
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Cities with the Greatest Challenges Have
the Fewest Resources Per Capita

The increase in urban poverty presents one of the most signifi-
cant challenges to meeting the public demand for services. Many
of the poorest cities in the world have the smallest budgets per
capita to deal with these challenges. While not a perfect measure
of a city’s capacity, budget per capita is a useful indicator of the
financial resources available to a city. Figure 9 compares city pop-
ulation size and the municipal budget per capita in U.S. dollars;
the data were gathered by the authors from a sample of 30 cities

drawn from different geographic regions.

Some caution should be used when interpreting Figure 9. First,
many countries do not have adequate accounting practices and
lack transparency in reporting their municipal budgets. Second,
municipal budgets frequently do not include revenue from land

monetization or transfers from central governments. With these

caveats in mind, we know from our earlier analysis that cities

in sub-Saharan Africa and South Asia are poised to experience
the highest mean urban population growth rates between 2015
and 2030. Among the 30 cities considered in Figure 9, the sub-
Saharan African and South Asian cities (toward the left end of
the x-axis) currently have the fewest resources per capita to deal
with the challenges of rapid urban growth.

To summarize our findings so far, we have divided cities into
four broad categories based on projected population growth
and economic productivity: struggling, emerging, thriving, and
stabilizing. Of the 2.5 billion people expected to be added in
urban areas by 2050, 90 percent will be in Asia and Africa. In
many cities, population growth is outpacing economic growth
and there is an “urbanization of poverty.” Urban areas in sub-
Saharan Africa, South Asia, and Latin America have the lowest
levels of per capita resources to meet service demands.

Figure 9 | Cities in the global North typically have much larger budgets per capita than cities in the global

South, irrespective of population size
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IV. THE URGENCY AND LOCK-IN
DILEMMA AND PRIORITY AREAS
FOR ACTION

Many struggling and emerging cities are grappling with ways to
meet the urgent needs of residents without locking cities into
patterns of development that will have negative long-term con-
sequences. For example, a number of Latin American govern-
ments (e.g., Mexico and Brazil) have addressed the gap in afford-
able housing through subsidized housing development. To make
these projects financially viable, developers have built housing
on less expensive land on the city's periphery. While seemingly
a positive approach to affordable housing, these programs have
created a number of unintended negative consequences.

The location on the periphery locks residents into time-
consuming and expensive commutes to the city’s center. Long
commutes also negatively affect everyone’s air quality. Finally,
building affordable housing on the periphery locks the city
into the cost of extended trunk infrastructure and services. In
some parts of Mexico City, these housing schemes have been
abandoned by residents. This example highlights the kind of
dilemma in which cities can find themselves when trying to
meet urgent needs without simultaneously considering the
long-term lock-in effects.

Urgent needs are those that must be met in the short term to
ensure people’s wellbeing and cities provide in the form of core
services. If not adequately addressed, households will employ
informal and unregulated means to meet their needs (self-
provisioning). Self-provisioning has negative environmental,
health, and, sometimes, political consequences. For example,
unmet needs can result in mass protests or other forms of
political instability; examples include the recent protests in
Rio de Janeiro (2013 to 2016), Cochabamba (1999 to 2000), and
Addis Ababa (2016 being the worst year in the past 25 years).*

“Lock-in" refers to decisions that affect land use, infrastructure,
and the built environment in a city. Because these decisions
shape the built environment they have long-term consequences
that are difficult and costly to reverse. Decisions that affect the
physical environment in turn influence where people live and
work, and, thus how the city grows and expands. Because of the
close relationships between land use, the built environment,
energy consumption, and emissions, many of these decisions
also have implications for climate outcomes.

Decision-makers in struggling and emerging cities are under
tremendous pressure to identify a few priority areas for action
that can achieve the maximum benefit for all segments of the
population. While keeping the tension between urgency and
lock-in in mind, we suggest that cities concentrate their limited
resources on providing core services that will make the city
more equal. The World Resources Report will focus on how cities
can provide more equitable access to priority core services (for
example, land use, housing, water and sanitation, energy, and
transportation).

V. THE WAY CITIES ARE GROWING
UNDERMINES THE QUALITY OF LIFE
FOR ALL RESIDENTS

Many significant improvements in urban service delivery were
achieved in the 20 years between 1990 and 2010, providing
access to water, sanitation, and durable housing for around

200 million urban residents globally. These advances, however,
need to be viewed with a critical eye.®? First, there are no reliable
national statistics on the percentage of urban populations living
in informal settlements and “slums.” Residents of informal set-
tlements and slumdwellers are likely to have some of the largest
unmet service needs, which means that current data on access
to services could grossly underestimate the number of people
experiencing severe service gaps. Second, researchers tend to
measure access to services using very broad definitions and

low thresholds. For example, in the case of access to improved
water, the World Health Organization (WHO) and United Nations
International Children’s Emergency Fund (UNICEF) defines
“improved” drinking water as “piped water on premises... public
taps or standpipes, tube wells or boreholes, protected wells,
protected springs and rainwater catchment—with no reference
to actual water quality.”®® With these caveats in mind, we analyze
the magnitude, as well as the economic and environmental costs,
of the gap that exists in the core services of many cities.
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Housing and Urban Expansion—
880 Million Slum Dwellers in 2015

There is a clear and worrying trend in urban housing: as cities
in the global South have grown, so have informal settlements
and slums. UN Habitat defines informal settlements as land
where residents have constructed housing to which they have no
legal claim, or where housing is not in compliance with current
planning and building regulations. More than one-third of

the world's urban population, or almost 1 billion people, live in
informal settlements.®* Among these people, 880 million were
“slum” dwellers in 2015—defined as those living in informal
housing characterized by overcrowding, deficient urban
services, and widespread insecurity.® This number increased
from 792 million in 2000.5¢ Despite a decline in the share of the

Box 2 | Secure and Affordable Housing—
Porto Alegre, Brazil

Didi is 34 years old. Until he was seven, his parents could not
afford to live on their own, so they lived with relatives. Eventually
his parents rented a place but it proved too expensive so, when
Didi was nine, his family purchased a small plot of inexpensive
land in Santa Teresa, where many families were settling. In the
early years, services were limited and the streets were unpaved—
now, however, the family has water and electricity, and the roads
are paved. After Didi married and two years after the birth of his
son, he built a small house at the back of his parents’ plot. The
plot is shared with Didi’s parents and his three adult siblings. Didi
and his wife work for minimum wage, and their monthly house-
hold income is US$494. Their living conditions are crowded, but
Didi is adding a second story to his small house to increase his
family’s living space. The location provides convenient access to
parks, shopping centers, a health center, and schools. Everything
is accessible by bicycle. Didi’s main concern is for the safety of

his family. He feels that drug dealers and criminals are becoming
increasingly powerful and many people he knew have died. “It's no
use having clean water, a house, if you can die from a stray bullet,”
he explains. Didi aspires to raise his son in a safer neighborhood.

Note: The vignettes in the boxes are based on analysis of in-depth interviews
with urban residents conducted in seven countries grappling with the effects of
urbanization (Brazil, China, Ghana, India, Kenya, Mexico, and Nigeria).

total urban population living in slums from 46 percent in 1990
to 33 percent in 2010, urban growth during the same period
caused the absolute number of slum residents to increase by 26
percent.®” This pattern is most evident in sub-Saharan Africa
and western and Southeast Asia.®® In 2003, UN Habitat projected
that “in the next 30 years, the global number of slum dwellers
will increase to about 2 billion, if no firm and concrete action is
taken.”®?

In many parts of the world, centrally located informal settle-
ments are being destroyed (sometimes forcibly) and residents are
moving—or being moved—to the urban periphery. Urban expan-
sion on the periphery increases the costs of providing trunk
infrastructure and urban services.” Moreover, if urban expan-
sion is not planned and managed, it has the potential to result

in negative externalities, including degradation of ecosystems;
the loss of agricultural lands and open space; loss of time and
money and increased air pollution from lengthier commutes;
and increased risks of flooding from altered drainage patterns,
as natural water channels are built over.” The economic costs of
an expanding urban footprint globally are difficult to measure.
However, recent estimates indicate that urban sprawl in the
United States costs more than $1 trillion a year, or more than 5
percent of GDP.”? How housing and urban expansion is managed
and the form it takes is expected to have a long-term impact on a
city’s economy, environment, and equity.
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Water and Sanitation—140 Million
Without an Improved Water Source

Clean water and sanitation are fundamental to human health
and quality of life, yet urbanization has outpaced the ability of
some cities to provide adequate water supplies or sanitation
services. The overall picture is that, while the number of urban
residents who now have access to improved water and /or to
piped water within their homes has risen dramatically, the num-
ber who have access to neither has also increased. Between 1990
and 2015, 1.6 billion urban dwellers gained access to improved
water sources, but the number of urban dwellers using unim-
proved water sources increased by 27 percent, from 110 million
to 140 million, ” owing to a combination of the high cost of piped
water, limited service provision, and rapid growth in urban
populations.” And while the number of urban dwellers with
access to piped water in their homes grew by more than 1 billion
over the same period, from 1.8 billion to 3 billion, the number of
urban dwellers without access to piped water increased as well.”
Municipal water systems are expensive. As a result, the service
deficit remains high and the under-served must often pay high
prices to unregulated vendors for poor quality water.”

It is estimated that approximately a quarter of large cities
experiencing water stress have economic activity totaling
US$4.1to US$s5.5 trillion.”” Households experience water stress
to varying degrees depending on the availability of supply
alternatives, such as groundwater or rainwater harvesting, and
their ability to purchase water. Research shows that a 0.3 percent
increase in investment in household access to safe water is
associated with a 1 percent increase in GDP.” One of the largest
economic gains from improved water access is represented by
the time that households (typically female members) save when
water is readily available.”

The urban under-served are often concentrated in informal
settlements along urban rivers, waterways, and flood plains.5°
Without sanitation services, households use natural waterways
to dispose of human waste, household wastewater, commercial
wastewater, and solid waste.® In 2015, only 40 percent of the
urban population in sub-Saharan Africa and 65 percent of the
urban population in South Asia had access to improved san-
itation.®? “Improved sanitation” does not necessarily mean a
municipal sewerage and waste-water treatment system.® Itis a
broad category that encompasses flush toilet, piped sewer sys-
tem, septic tank, flush /pour to pit latrine, ventilated improved
pit (VIP) latrine, pit latrine with slab, and composting toilet.®

Box 3 | Reliable and Affordable Potable
Water—Nairobi, Kenya

Josephine is 37 years old and lives with her 20-year-old son,

her 23-year-old niece, and her 34-year-old cousin. Josephine

has worked as a security guard for 13 years and is the sole
income earner for her family. The household’s monthly income is
approximately US$150. For cooking and drinking, Josephine and
her family use water obtained from a standpipe shared with 15
neighboring households. The standpipe is only six meters from her
home, and Josephine collects water in 20-liter jerry cans. Water
is supplied at the standpipe three times a week. Sometimes her
landlord does not pay the Nairobi County Council and service at
the standpipe is cut off. During the annual Agricultural Trade Fair,
water is diverted and there is no service for a week. When there
is no water at the standpipe, Josephine purchases water from

a vendor. She worries that she does not know the source of the
vendor’s water. Sometimes the water is brown and has visible
impurities, so she purchases bottled water to drink. As an alter-
native, Josephine walks two kilometers to the borehole closest to
her house. The borehole has long lines and sometimes she has
had to wait four hours to fill as many jerry cans as possible; then
she pays a mkokoteni to push the water in a cart to her house.
Josephine does not consider water from the borehole safe to drink
either, so sometimes she purchases bottled water.

Even the most modest of these facilities remain unavailable to
millions. Globally, the number of people unserved by improved
sanitation facilities in urban areas grew from 484 million to 701
million between 1990 and 2015.%

Improved water access and sanitation will do much to reduce the
incidence of water-related illnesses, such as diarrhea, cholera,
schistosomiasis, and trachoma, and the related loss of produc-
tivity. In sub-Saharan Africa, where the potential economic
gains are highest, the poor spend an estimated one-third of their
income to treat water-related illnesses.®® As a result of these
health costs, improved access to quality water and sanitation will
do much to improve the economy of the whole city.
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Energy—More than 482 Million Unserved
by Modern Cooking Fuels, 131 Million
Unserved by Electricity

Energy fuels the economic productivity of a city and electricity
(or energy) consumption per capita is a statistically significant
predictor of a city’s per capita GDP.*” If a city cannot provide basic
access to electricity, it is unlikely to provide enough electricity

to enhance its overall material wellbeing.®®* How much energy

a household consumes is a measure of its ability to meet basic
needs as well as its economic productivity, since many low-
income households operate businesses in their homes.* In
Salvador, Brazil, a survey of two neighborhoods found that more
than half the local enterprises were located in the owners’ houses
in one neighborhood and virtually all of them were home-

based in the other.® If low-income households and household
enterprises like these had access to less polluting, affordable, and
reliable energy, their economic productivity would be advanced
beyond what is possible under current constraints.

Box 4 | Clean, Reliable, and Affordable Energy—
Nairobi, Kenya

Job Mauti is 36 years old. He moved from a rural agricultural

area in the Lake Victoria basin to Nairobi in search of work 17
years ago. Job is married and has five children between one and
14 years old. His sister-in-law lives with his family. Their house is
one room measuring 300 square feet. The walls are mud and the
roof is sheet iron. Job has worked as a security guard for the past
15 years, and he is the sole income earner in the household. He
earns approximately US$100 per month. The walk to work takes
two hours each way. To cook, Job’s family uses a combination

of kerosene and charcoal briquettes. Job worries about the lack

of ventilation in his house and the fact that there is no separate
cooking area safely away from the children. His wife mixes char-
coal dust and clay to make the briquettes for the family’s use. For
the other household energy needs, Job has an illegal electricity
connection to Kenya’s national power utility company. Job uses the
electricity for lighting; to power a TV, radio, and DVD player; and

to charge his mobile phone. While electricity is available day and
night, power outages occur approximately three times per day, and
the connection cannot support heavy load appliances, like a refrig-
erator or clothing iron. Job worries that the quality of his electrical
connection will damage his appliances. Even more disconcerting
is his family’s vulnerability to the hazards of electric shocks, which
Job claims are not uncommon with this type of connection.

Urban areas are generally the first to be served by national
electricity grids and they consume nearly three-quarters of

the world's commercial energy, which leads to the mispercep-
tion that energy access is not an urban problem.** In fact, in
lower-income countries (comprising heavily indebted poor
countries, least developed countries, and low-income countries)
the proportion of the urban population with access to modern,
non-solid fuels in 2012 was only about 28 percent, according to
the World Bank.*? Access to electricity was not much better. On
average, 35 percent of urban dwellers in lower-income countries
lacked formal access to electricity.® It should be noted, how-
ever, that methods for estimating access to electricity do not
adequately capture access gained through informal and illegal
means. In total, over 482 million urban residents lacked access
to modern cooking fuels in 2012, and 131 million lacked access to
electricity.>*

The use of solid fuels for cooking—wood, coal, charcoal, and
agricultural residues—has major health ramifications. Exposure
to indoor air pollution from solid fuels can cause chronic
sickness and premature death. The particulate emissions from
solid fuel combustion contribute not only to pollution inside
people’s homes, but also to ambient (outdoor) air pollution. In
2005, about 34 percent of China’s ambient fine particulate matter
in its most dangerous form (PM, ) was produced by residential
coal and biomass combustion.* In 2010, cooking with solid fuels
accounted for 12 percent of PM,  concentrations worldwide,

and for more than one-third in sub-Saharan Africa.?® Globally,

in the same year, the use of solid fuels for household cooking

is estimated to have resulted in 370,000 deaths due to outdoor
ambient PM, _ pollution, the majority of them occurring in South
Asia.?” The quality of energy services has dramatic impacts on
the environmental quality of the whole city.
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Transport—Poor People Spend 25 to 35
Percent of their Income on Transportation

The number of private vehicles in the world is rising dramatically
and city infrastructure is being built to accommodate them, yet
the great majority of urban inhabitants in the global South still
rely on public or informal transportation. There are just over

1 billion motor vehicles in the world today and this number is
projected to double by 2030. Many cities continue to allocate
significant resources to constructing additional road capacity,
citing the need to accommodate the growing number of private
vehicles. Yet, in Asian cities, for example, it is projected that the
majority of urban households will not have access to private
motorized vehicles even in 2020.9

Thus, in rapidly urbanizing areas of the global South, trans-
port systems are developing in an inherently inequitable way.»
Private motorization is rising with few if any controls, public
transport is deficient or nonexistent, exclusionary planning too
often neglects the needs of pedestrians and cyclists, and dis-
proportionate investment in transport infrastructure serves the
needs of the vehicle-owning rich and middle classes.*°

In many cities in the global South, the poor walk to work or use
bicycles, locating themselves as close to employment opportuni-
ties as possible. Where the poor reside far from employment, in
peripheral areas of cities, they rely on public transport, informal
modes, or a combination of the two to cover long distances to
their workplace, and they spend a disproportionate amount of
their income on transportation. On average, urban residents
spend 8 to 16 percent of their household income on transport,
but the urban under-served may spend as much as 25 to 35
percent of their income, ** and this does not account for lost
wages due to time spent in long commutes.**? They are also the
most vulnerable to the risks of road accidents and adverse health
impacts from exposure to transport-related air pollutants.*°3

Business-as-usual transport systems that favor the motorized
few over the majority of non-motorized residents are already
creating high economic costs for cities.’* The value of time lost
to congestion-related delays ranges from 2 to 5 percent of GDP
in Asia and up to 10 percent of GDP in Beijing and Sao Paulo.™*
Urban road accidents result in a loss of productive years of life
due to death and disability, cumulatively amounting to 2 percent
of GDP in cities of the developing world.**® In a large, rapidly
urbanizing country like India, the cost of health damages caused
by urban outdoor air pollution—driven significantly by the

growth in private motorized vehicles in urban areas—amounts

Box 5 | Safe, Convenient, and Affordable
Transportation—Delhi, India

Anita is 24 years old and has lived all her life in Delhi. When

she attended university she would take three buses and walk
about 3 kilometers. For the past three years, Anita has worked
as a copyeditor for a leading newspaper, the Times of India. She
earns approximately US$326 per month. While she works a fixed
number of hours per week, she is sometimes required to work
evenings or nights. Her office is approximately 25 kilometers from
where she lives with her sister and brother-in-law. Anita typically
leaves home between 7:00 and 7:30 in the morning. She walks
five minutes from her house in Shalimar Garden then takes an
auto-rickshaw for another 10 minutes to Mohan Nagar, where
she changes to a shared auto-rickshaw. After about 30 minutes,
she arrives at Vaishali metro station. There, she takes the metro
to the Yamuna river bank and changes to another metro that
goes toward Noida Sector 16. From the metro station she takes a
10-minute cycle-rickshaw ride to her office. The entire trip takes
her one hour and 45 minutes. Anita could travel by bus with fewer
transfers, but she prefers the metro because service is more
frequent and it is safer, with a dedicated “ladies compartment.”
Anita worries about her safety, especially when traveling at night
or when the metro is crowded. A number of times she has been
stalked by men. She described how she once hid in a neighbor-
hood beauty parlor to avoid a man. She is afraid to complain
about her daily commute because her family will worry and
encourage her to look for a new job.

to 1.7 percent of the country’s GDP and is the largest contributor
to the estimated cost of broader environmental degradation.'*’

Of the roughly $1 trillion that is invested in transport infra-
structure each year, only a fraction of domestic, private, and
international development financing is directed toward sus-
tainable transport projects, policies, and programs.**® We define
unsustainable transportation systems as those that favor private,
motorized transport, channeling domestic and international
funds to roads, bridges, and other infrastructure projects that
benefit those who use personal vehicles, as opposed to the
majority of people who use non-motorized, paratransit, and
public transport modes. Sustainable transportation leads to
“improvements in collective qualities of life” measured through
multiple social, economic, and environmental indicators, even if
it conflicts with individual short-term interests.**®
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How the Gap in Urban Services Affects
People’s Quality of Life

In most urban areas in the global South, households lack access
to quality, affordable, and reliable services and this directly
affects the quality of people’s lives.

In urban areas, there is almost always a cost associated with
acquiring services, whether they are provided as a public good,
through the market, or through self-provision (e.g., paying

legal or illegal fees to build a house, purchasing water from a
vendor). However, in rapidly urbanizing areas, when service
provision is unregulated, residents often find they have to pay
more and receive lower quality services in return. For example,
in Bangalore, people living in peripheral areas of the city not
serviced by the municipal water supply pay roughly 10 times the
municipal rate for water supplied by water tankers, even though
it may be of lower quality.™*°

When the provision of services is not coordinated by cities, for-
mal and informal markets emerge and residents self-provision,
which creates problems of overuse, congestion, and environ-
mental degradation. For example, evidence from Bangalore
shows that almost 16 percent of total annual electricity demand
is met by polluting, diesel-powered generators used to provide
power during frequent outages or blackouts.™ Extraction of
groundwater through bore wells represents 42 percent of the
water supplied in the city, in the absence of adequate public

provision.™?

The lack of access to urban services affects all income brackets to
varying degrees and undermines the economic productivity and
environmental sustainability of the city as a whole. Households
toward the middle or upper end of the income distribution

often have sufficient economic means to acquire services
through the market, their personal networks, or through self-
provisioning mechanisms. The lack of access to core services
disproportionately affects the poor and lower-middle classes
who have fewer resources and means available to them.

The urban under-served struggle with several overlapping
dimensions of service accessibility. First, there is the issue of an
individual’s proximity to a service; for example, how far the ser-
vice is from the individual's home or place of work. Second, there
is the cost of the service and the relative cost of self-provisioning,
obtaining a service illegally, or finding a suitable substitute.
Individuals may struggle with the reliability of their services.
Third, there is the quality, which often includes considerations
of health and safety. Finally, there is the quantity of the service.

Is there enough of the service available? These interrelated and
overlapping dimensions illustrate how the broader category
that we refer to as the “access” affects the quality of life of people
living in struggling and emerging cities.

There is a strong association between the proportion of the
population that is under-served and the quality, capacity, and
accountability of local government. For example, many Latin
American cities (e.g. Bogotd, Rosario, Porto Alegre) that have
improved their urban governance over the preceding decades are
now more responsive to residents and more capable of providing
improved access to urban services.s

The lack of access to urban services
affects all income brackets to
varying degrees and undermines
the economic productivity and
environmental sustainability of the
city as a whole.
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VI. LINKING THE URBAN SERVICE
GAP TO THE ECONOMY AND
ENVIRONMENT

The lack of access to services directly affects the quality of indi-
viduals’ lives, but it also has a wider impact on economy and the
environment of the city as a whole.

Urban Economic Growth and the
Informal Economy

Access to services is an important determinant of urban eco-
nomic productivity.™ Cities need to invest in housing, energy,
water and sanitation, and transportation infrastructure in order
to reap the benefits of agglomeration.” Low investment in the
built environment and core services runs the risk of limiting
economic specialization and connectivity, driving up the cost

of doing business for the formal and (especially) the informal
sectors of the economy.® Inadequate provision of these services
means that businesses pay higher costs for treating water, man-
aging waste, and using generators for their energy needs, which
affects their productivity. The informal economy may actually
be harder hit because it is characterized by smaller firms, which,
some analysts argue, are more dependent on access to services.™
It is worth noting that in some African cities, households and
small businesses lack access to electricity and water not because
the service does not exist, but because the connections are too
costly. "8

Most economic theorists predicted that the informal economy
would decline as countries developed and urbanized.™ This

has not happened; on the contrary, the informal economy has
persisted and it is growing.* Although it is difficult to measure,
the informal economy is estimated to account for about one-half
to three-quarters of all non-agricultural employment opportu-
nities in the global South.** In Africa, the informal economy is
responsible for 50 to 80 percent of GDP.*? Informal employment
typically refers to poor, irregular, and unprotected employment
conditions without social protection contributions from an
employer.’? Regionally, the informal economy provides an esti-
mated 45 percent of non-agricultural jobs in the Middle East and
North Africa, 51 percent in Latin America, 65 percent in East and
Southeast Asia (excluding China), and 66 percent in sub-Saharan
Africa.'*

In most cities in the global South, the majority of employment
opportunities are in the informal economy. For example, in
sub-Saharan countries, the informal economy is estimated to

account for 60 percent of urban employment and 93 percent of
all new jobs created.'® It is particularly important to women's
employment. Outside the agriculture sector, the informal
economy in sub-Saharan Africa employs 74 percent of women
compared to 61 percent of men.”* And more women than men
are self-employed, especially in sub-Saharan Africa where
women operating their own, single-person firms comprise 60
percent of informal employment.’? This pattern of smaller,
informal firms is common in African cities.’”® Many of these
jobs trap workers in poverty and provide little protection or
security.”® On the other hand, analysts and activists argue that
the informal economy provides an important source of income
and employment for the urban poor, as well as producing
important products that feed into the formal economy.

The urban poor and women are overrepresented in the urban
informal economy. Generally, these workers have lower levels

of education.”® Many informal businesses consist of individu-
als or family units that operate in or near their homes. Others
operate in public spaces; these workers in particular face threats
of bribes, eviction, and confiscations. Furthermore, informal
workers are considerably more vulnerable because their employ-
ment and incomes are often irregular, they typically do not have
physical protection from injury, and there is no system of social
protection or compensation available to them.

While the informal economy is often associated with poverty,
it is important to acknowledge its diversity.* Some workers
choose informal work because they can earn more than their
counterparts working in low-skilled jobs in formal employ-
ment.”? There are also examples of jobs in the informal economy
that require significant levels of knowledge and skill, some of
them displaying high productivity and dynamic growth. Over
time, our understanding of the distinction between the formal
and the informal economy has become more discerning.’s It is
now more widely recognized that many workers have elements
of both formal and informal economic activities as part of their

livelihood strategy.’*

The persistence of the informal economy creates a number of
challenges from the perspective of struggling and emerging
cities. First, much of the informal economy exists outside the
formal tax system and thus does not generate tax revenue for the
city’s budget.”*> However, in practice, this issue is more com-
plicated than it first appears. Many governments have started
charging informal vendors for day licenses, permits, operating
fees, and instituting other mechanisms of taxation. In other
cases, informal economic activity generates less income than
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the threshold required to pay income taxes or corporate taxes.
Second, the lack of regulation means that environmental deg-
radation, including health impacts and hazards resulting from
production in the informal economy, are largely uncontrolled.

Despite these problems, cities need to think about how they can
better support the informal economy given its size, persistence
and growth. Contrary to common perception, informal and
formal enterprises seldom operate in isolation from one anoth-
er.® Research shows that the informal sector generally thrives
in cities with robust formal sectors.’®” Some economists argue
that if these trends continue, “the informal sector may need to
be viewed not as a problem to be solved by ‘formalization’ but
as a sector in need of support to enhance the productivity of
the poorest members of society.”*® For now and the foreseeable
future, the informal economy will remain a key factor in the
economic wellbeing of the urban economy as a whole.* The
challenge for cities is to ensure that workers in the informal
economy have access to affordable and reliable services that will
support economic growth.

Gaps in Urban Service Provision Affect the
Environment and Natural Resource Use

Many recent high-profile studies of the impacts of urbanization
on the environment have focused solely on the relationship
between cities and climate change, documenting how energy
consumption in cities contributes to the increase in greenhouse
gas emissions and, in turn, how climate change poses signifi-
cant risks for cities, particularly those located in coastal areas.™°
Taking a more holistic view, we find that rapid urbanization, and
the gaps in urban service provision that accompany it, result in
broader ecosystem degradation, unsustainable rates of natural
resource use, and serious impacts on human health.

Urbanization and the associated changes in land use have direct
and indirect impacts on ecosystems, both within and around
cities.* If cities continue to expand outward in an unmanaged
way, more prime agricultural land will be converted to urban use
and many natural areas with biodiversity will be damaged or
permanently lost.**?> One recent study projects that, if current pat-
terns of declining population density persist, urban land cover
will increase by 1.2 million km? by 2030. This would represent
a near tripling of the global urban land area that existed in 2000,
and loss of habitat in areas rich in biodiversity.**
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Management of water is one of the most significant challenges
facing rapidly growing, densely populated cities. Demand for
water rises with both population growth and economic devel-
opment, and unsustainable rates of water withdrawals, regional
competition for water between cities and other users, and pollu-
tion of groundwater sources are leading to critical levels of water
stress in many cities. About 381 million people, or one-quarter
of the residents in large cities with populations greater than
750,000, have water supplies that are under stress.*** Climate
change will likely increase these levels of water stress as pre-
cipitation patterns change.*® Water stress is also exacerbated

by excessive groundwater extraction, which leads to saline
intrusion in coastal cities such as Bangkok, Chennai, Jakarta,
Kolkata, Manila, and Shanghai.” Water losses due to aging and
inefficient water supply systems worsen the problem. Across the
megacities in the global South, water line leakages amount to
more than 30 percent of the “end of pipe” use.**®

Inadequate or nonexistent sewerage and wastewater treatment
systems lead to contamination of freshwater supplies, pollution
of marine and terrestrial ecosystems, and a range of serious and
potentially fatal diseases. More than 80 percent of all sewage
and most of the industrial wastewater in developing countries is
discharged untreated into rivers, lakes, or the ocean.**® Pollution
from untreated sewage makes the near-surface groundwater
beneath many cities undrinkable, as is the case in Delhi, Karachi,
and Lahore.”® In Pakistan, for example, only 2 percent of surveyed
cities with a population of more than 10,000 had wastewater
treatment facilities, and a study of 118 cities in China found 97
percent of groundwater sources polluted.’” Urban sewage and
industrial effluents are also major sources of nutrient loading,
which causes eutrophication of marine and coastal ecosystems,
the most prevalent water quality problem globally.’>* Lower-
income segments of the population that do not have access to, or
cannot afford, water treatment methods disproportionately bear
the disease burden of drinking polluted water.

Cities are highly concentrated centers of energy consumption,
with profound consequences for the global atmosphere and
local and regional air quality. Urban areas already account

for almost three-quarters of global CO, emissions from final
energy use.” Consumption of both fuel energy and electricity

is growing rapidly: of the 19 megacities’ in the global South,

six had 10-year growth rates in electricity consumption greater
than 100 percent,*® and transportation fuel use and electricity
consumption grew more than three times faster than population
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growth in a significant number of cities.”” Transport emissions
per capita in the global South are lower than in high-income
countries because of lower rates of motorization; however,
approximately 90 percent of the increase in global transport-
related CO, emissions is expected to come from developing
countries, under business-as-usual conditions.’® While
increasing electricity consumption is positive for economic
development, supply-side inefficiencies and line losses, as
well as the high costs of grid construction, make it difficult

for many cities to meet rising demand. Yet, the level of future
global GHG emissions will depend significantly on how new
urban infrastructure is designed and developed because about
30 percent of future CO, emissions “committed” annually are
attributable to new urban building and transport systems.s

The current trends and modalities of energy consumption and
motorization are directly responsible for growing air pollution
concerns in many cities of the global South. In particular, fine
particulate matter (PM, and especially PM,  i.e., particulates less
than 10 micrograms and 2.5 micrograms in size, respectively) is
pervasive in many cities and is responsible for serious respiratory
health disorders. The World Health Organization’s (WHO)
urban air quality data show that 98 percent of cities in low- and
middle-income countries with more than 100,000 inhabitants
do not meet WHO air quality guidelines.’*® Of these cities, 70
percent have annual average PM,_levels at least 2.5 times the
WHO's guideline values.** Most cities in Africa, South Asia, and
Southeast Asia covered in the WHO database have deteriorating
air quality,*? with the health damage burden largely borne by the
urban poor.* In all, over 1.3 million premature deaths worldwide
are estimated to result from urban outdoor air pollution.*®*

The challenge for struggling and emerging cities, therefore,

is to provide access to water and sanitation, energy, and
transportation services for all urban dwellers, while decreasing
GHG emissions and other deleterious environmental impacts,
reducing rates of resource consumption, and increasing
efficiency in service delivery. In other words, these cities need to
innovate in the way they provide services to a growing number
of urban residents without replicating the model of energy and
resource-intensive urban development followed by the global
North.*s

VII. SCALING FROM CORE SERVICE
SECTORS TO TRANSFORMATIVE
URBAN CHANGE

Up until this point we have emphasized the importance of
providing core services to create the more equal city. However,

to create a more equal city while improving the economy and

the environment for all will require a broader transformative
process. Our experience suggests that when cities solve a sem-
inal problem that touches many people’s lives, this momentum
for positive change can initiate change in other areas creating a
virtuous cycle. A seminal problem is one that is sufficiently large
and complex that its negative effects are felt by large segments of
the urban population.

The World Resources Report will examine the potential of
solutions to seminal problems to trigger broader cross-sectoral,
institutional, citywide transformation. Drawing on a series of
in-depth, city-level case studies, the World Resources Report
will examine how transformative urban change does or does not
happen, addressing the following questions:

» Isthere a discernible pattern to how transformative
urban change unfolds in a city and how it is ultimately
institutionalized?

» What are the roles of governance, finance, and capacity to
plan and manage urban change over time?

» What actions can coalitions of urban change agents take to
support transformative urban change?

» Why and how does transformative urban change stall or
regress?

In this paper, we analyze two well-known but very different cities
to illustrate what we mean by transformative urban change—
Medellin, Colombia, and Surat, India. The stories of these cities
illustrate how transformative urban change spans different
sectors; involves governance, finance, and planning; and brings
together coalitions of urban change agents. The World Resources
Report will go further, and present multiple in-depth, city-level
case studies based on primary field research. These case studies
will inform our understanding of transformative urban change.

WORLD RESOURCES REPORT | October 2016 | 25



Medellin, Colombia—From Murder
Capital to Social Urbanism

The evolution of Medellin from the “murder capital of the world”
in the 1990s to one of the most progressive cities in Latin America
allows us to examine a case of broad transformative change. ¢
Between 1990 and 1993, about 6,000 people were murdered in
the city each year.’*” It is against this violent backdrop that several
factors came together and a coalition emerged, foundational to
Medellin’s unlikely transformation. As illustrations of this trans-
formative process, Medellin reduced its poverty rate by nearly

9 percent from 2008 to 2013, and in 2012 it was internationally

recognized as the “world’s most innovative city.”¢®

Medellin is the second largest city in Colombia, with a
population of approximately 2.4 million people.’®® The wider
urban agglomeration, including its bordering municipalities,
has 3.5 million inhabitants.” By the middle of the twentieth
century, Medellin was a powerful industrial center, known as
“the Manchester of Colombia.””* In the 1960s and 1970s, the
textile industry experienced a dramatic decline as a result of
companies seeking access to less expensive labor markets in
Asia. Jobs in the textile industry were replaced with illicit sales
of black market cigarettes, whisky, appliances, and marijuana
(and eventually cocaine).””2 During this same period, Medellin
experienced its fastest population growth.'”3

Governance and public finance

In 1991, Colombia rewrote its constitution, devolving both polit-
ical power and resources to municipalities.””* Decentralization
sought to improve access to social services, reduce poverty, and
address inequality. It is worth noting that, after more than 20
years, the results of these policies vary widely across munici-
palities.”s But in Medellin, decentralization was supported by
political leadership, social movements, and the private sector to

improve basic service delivery.'”

Progressive political leadership was an important element in
Medellin’s transformation. Sergio Fajardo was elected mayor in
2004.77 He was a political outsider who created an independent
movement of supporters. Fajardo’s vision focused on resolving
three seminal problems: inequality, violence, and corruption.'”®
Fajardo decided to concentrate investment of the municipal
budget in the poorest districts of the city.””” He is quoted as
saying, “... we are going to build the most beautiful schools in
the humblest places.”°
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Figure 10 | Map of Medellin, Colombia
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Medellin used revenue from the sale of its abundant hydroelec-
tric power to fund its vision of social urbanism. The city decided
in the 1990s that 30 percent of the utility’s profits would be
available for public use, contributing about $450 million per year
to the city’s budget.” Over time, the city shifted its investment
strategy to the poorest communities.

A coalition of urban change agents

In the mid-1990s, a consensus emerged among the city’'s
residents that social change was necessary, and a series of social
programs was initiated. The Strategic Plan (1995-96) started
delivering basic services to the informal settlements (comunas)
on the hillsides around the city, and in 1998 the urban land-
use plan, Plan de Ordenamiento Territorial, set out the main
priorities that the city’s political administration would later
address.’® The children’s park, Parque de los Pies Descalzos,
designed by architect Felipe Uribe, has been described as a
catalytic project in the city center.’®

Fajardo decided to concentrate investment
of the municipal budget in the poorest
districts of the city. He is quoted as saying,
“.. we are going to build the most beautiful
schools in the humblest places.”
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Sergio Fajardo’s strategy of social urbanism committed resources
to improve services in parts of the city where the Human
Development Index (HDI) was the lowest, and the vision of social
urbanism was expanded by the administration of Alonso Salazar
Jaramillo (2008-11).** Jaramillo expanded the construction of
the cable car system to other low-income neighborhoods and
continued the fight against corruption and the promotion of
social equity.

The business community also supported the transformation

in Medellin. For example, a group of entrepreneurs called
Fundacién Amor por Medellin bought a private school and
donated it to the city.”® Other examples include a group of nine
companies that contributed to the museum at Parque Explora, so
admission could be free; the botanical garden received support
from banks and private cultural organizations; and engineering
firms designed public buildings pro bono.*¢

Transformative urban change across sectors
Effective local governance, public finance, and a progressive
urban coalition combined with a series of such projects
supported Medellin's urban transformation. Below are a few
examples of such projects.

To address the shortage of affordable housing, much of the
informal housing in the comunas on the steep hillsides has
been legalized.’®” One of the first projects started under the
vision of social urbanism was the metrocable, a gondola lift
system of cable cars connecting the poorest, most densely
populated hillside neighborhoods to the city, thereby linking
residents outside formal economic networks to formal sector
employment.’*® While this project has been criticized for
providing less than 10 percent of daily trips in the comunas, the
aesthetic experience they afford has been cited as providing a
sense of “inclusion and integration into a ‘modern’ city, helping

to develop local pride and promote individual self-esteem."®?

As part of the vision of social urbanism, Medellin used a strategy
of implementing large urban development projects (UDPs) in the
poorest parts of the city.??° It was believed that the violence and

Medellin’s transformation is in

part due to the fusion of social
urbanism with physical projects
and infrastructure improvements,
enabled by capable governance and
sufficient municipal finance.

inequality that characterized Medellin were a result of the state’s
abandonment of and disinvestment in marginalized districts,
characterized by poverty and informal housing, the comunas.**
Many UDPs focused on physical planning solutions, such as
schools, libraries, and parks. The size and aesthetic value of
these projects were part of the strategy to contribute visually to
the broader, virtuous cycle of urban transformation.?

Summary of transformative urban

change in Medellin

The transformation of Medellin cuts across sectoral improve-
ments in housing, transportation, and land use. The changes
were supported by effective local governance and the redirec-
tion of public financial resources to support a social urban-

ism agenda. No single factor explains the transformation in
Medellin—rather, there is an incomplete yet mutually rein-
forcing effect of diverse factors. First, there was the untenable
violence and inequality that plagued the city from the 1970s
through the 1990s. Out of this crisis emerged a supportive policy
environment and citywide commitment to social urbanism,
which permeated elected officials, the business community, and
civil society. Medellin's city administration has maintained a
consistent development strategy, even as administrations have
changed over time.”* This underscores the importance of devel-
oping a vision for a city that can be widely embraced. Medellin’s
transformation is in part due to the fusion of social urbanism
with physical projects and infrastructure improvements, enabled
by capable governance and sufficient municipal finance.
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Surat, India—From Public Health
Crisis to a Model of Urban Cleanliness

In 1994, the city of Surat, India experienced an outbreak of
plague. The event triggered the country’s first large-scale urban
sanitation and public health management program, and marked
a turning point for municipal reforms in the city.’** Surat, one

of India’s fastest growing cities, is the eighth largest city in the
country with a population of almost 5 million.s The port city
has a strong economic base comprising diamond cutting and
polishing industries (responsible for 42 percent of the world’s
output), textiles, and other chemical, petrochemical, and natural
gas-based industries.””® Because Surat has experienced faster
economic growth than many other Indian cities in recent years,
migrants constitute about 58 percent of its population.’*’

Surat is located on the banks of the Tapi River, which often
floods during the rainy season, affecting settlements in its
catchment areas. In 2005, the city was home to about 500,000
“slum” inhabitants, the majority of whom live alongside the
Tapi River.'*® Between 1990 and 2006, Surat witnessed four
major floods, and the flood 0f 1994 resulted in a major plague
outbreak. Three months of rainfall in the rainy season, subse-
quent flooding and waterlogging, and the proliferation of solid
waste in large parts of the city caused the epidemic. Households
in informal settlements in low-lying areas faced the most serious
impacts of both the flooding and the disease, because they
lacked proper drainage.?° This crisis captured nationwide atten-
tion and led to significant reforms in the city’s administration
and health services.

Governance

In the aftermath of the plague outbreak, under the leadership
of then municipal commissioner, S.R. Rao, the Surat Municipal
Corporation (SMC) implemented vigorous cleanup operations
in the city, accompanied by significant governance reforms.>*
Specific actions included efficient waste management and
disposal, strengthening of disease surveillance systems, and
increasing public awareness. Under S.R. Rao, access to sanitation
rose from 63 percent to almost 97 percent, daily garbage collec-
tion expanded to cover 98 percent of the city, and 75 percent of
slums were paved.> There was also near complete recovery of
tax arrears. Rao’s 20 months in office left a legacy of civic pride
and “citizen-politician-municipality cooperation” that is still

visible in Surat.?*3
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Figure 11 | Map of Surat, India
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To respond to the crisis with speed and efficiency, the SMC
implemented a more decentralized approach to governance and
subdivided six administrative zones into 52 sanitary districts

for waste collection.?** Accountability was transferred down to
the ward level, and deliberate efforts were made to break down
departmental silos and strengthen interagency coordination.
Rao empowered the heads of all divisions with administrative
and financial authority and ensured that SMC officers were in
the field every day supervising cleanup operations. A daily mon-
itoring system was established, with private contractors engaged
to collect and dispose of the waste, and slum improvements were
undertaken with the support of civil society groups.?> A system
to redress grievances was set up to address citizen complaints
promptly, and public health mapping with spatial documenta-
tion of health data was initiated to foster preventive care and
health management.?°¢

Following the plague, the SMC began gathering data on the qual-
ity of drinking water, leakage in water pipes, access to sanitation
and drainage, and the occurrence of major diseases. It also set
up a network of health surveillance centers, primarily in slums.
These initiatives helped bring down the incidence of water-
borne diseases in Surat by 50 percent between the mid-1990s
and today.>” Other reforms related to financial management
included an online property tax collection system that increased
collection efficiency from 30 percent to over 80 percent, clearing
many tax arrears.”® Besides structural changes—such as moving
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from a hierarchical decision-making structure, the norm at the
time, to a more decentralized structure—the SMC was the first
municipal corporation in India to computerize all departments
in 1998 and develop an information technology policy, making
urban management more efficient.?®

A coalition of urban change agents

While the role of the SMC and the leadership of municipal com-
missioner S.R. Rao were significant, the private sector in Surat
also played a key role in several urban development projects
and provided disaster relief, partnering with the SMC and civil
society organizations. The exodus of people fleeing the city to
avoid the plague left many businesses without their workforce,
and this led to significant support from businesses for the
SMC'’s efforts to clean up the city. The South Gujarat Chamber
of Commerce and Industry, with about 70,000 businesses as
members, was influential in city and state government deci-
sions.?° This relationship of trust between the SMC and the city’'s
businesses also led to a strong revenue base for the city.

Transformative urban change across sectors

The reforms implemented by the SMC after the plague clearly
improved sanitation and solid waste management in the city,
while also raising the capacity, reputation, and morale of the
SMC. They have led to more efficient decision-making, greater
private investment as the city’s physical appearance and
governance improved, and a change in the attitudes of citizens,
fostering greater citizen participation. These developments
created a momentum for actions across multiple urban sectors,
and spearheaded other progressive urban development
initiatives, as discussed below.*

Given Surat’s high vulnerability to urban flooding and other risks
such as sea level rise, higher seasonal monsoon precipitation,
and associated public health concerns, the city has focused on
climate adaptation and resilience planning since 2008.22 With
the city’s chamber of commerce, the Rockefeller Foundation, and
international consulting groups, a City Resilience Strategy was
produced in 2011, the Surat Climate Change Trust was estab-
lished, and three climate adaptation projects were implemented
between 2013 and 2015.* Resilience planning measures taken in
the city include developing an improved early warning system
for flood risks; mapping locations of flood risk; and regulating
construction in floodplains; as well as improving wastewater

and sanitation systems to reduce health risks from flooding, and
improving health surveillance.?*

Strong leadership of vigorous city
cleanup operations enhanced the
technical capacity of the local
government. These changes have
brought Surat to the forefront of
urban management in India, and the
city is known for its state-of-the-art
infrastructure.

In 2014, the city partnered with Microsoft to plan its transformation
into a “smart city.” Initiatives under this partnership include
enhancing already established e-governance solutions for
property tax accounting and collection, citizen services, health
tracking, managing water and sewerage systems, and a technology
platform for police to respond to security and crime threats.?*

Summary of transformative urban

change in Surat

In Surat, the plague outbreak that resulted from the 1994 floods,
and the major floods in 2006 that led to a leptospirosis outbreak,
triggered unprecedented reforms in Surat’s administrative and
fiscal policies. Strong leadership of vigorous city cleanup opera-
tions enhanced the technical capacity of the local government.
These changes have brought Surat to the forefront of urban man-
agement in India, and the city is known for its state-of-the-art
infrastructure.® Institutional reforms favored more decentral-
ized action for greater effectiveness, and partnerships with the
private sector and civil society. The reforms also strengthened
the revenue base, established disease surveillance systems, and
catalyzed e-governance initiatives such as an early warning alert
for flooding. The SMC has demonstrated commitment to citizen
welfare at the highest levels, increasing community trust in the
city's leadership, and has promoted transparency. Surat is the
only city in India to publish weekly data on budgeted and actual
expenditures.?’
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VIIl. LESSONS LEARNED

Transformative urban change happened in Medellin and Surat
when several conditions were met. First, there was a strong
commitment on the part of politicians, public and private sector
actors, and engaged citizens—in other words, there was support
from a broad coalition of urban change agents. Second, both
cities had strong, visionary, and progressive local leadership

and effective local governance, with high accountability. Third,
the two cities also had access to sufficient financial resources to
implement ambitious reforms—Medellin from its hydropower
resources and Surat from a well-managed revenue base and con-
tinued private sector investment in the city.?® And fourth, both
cities were able to plan, manage, and sustain positive change
over time. From our analysis of Medellin and Surat and other
descriptions of transformative and sectoral change, we conclude
that three key factors are involved in creating change: gover-
nance, finance, and urban planning and management.

Figure 12 | Virtuous cycle of transformative urban change

Figure 12 depicts our theory of transformative urban change. It
starts with an issue that affects many people’s quality of life and
serves as a trigger, around which a coalition of urban change
agents from the public, private, and civil society sectors rally,

act, and create momentum for solutions, thus bringing about a
virtuous cycle of positive change across urban sectors, ultimately
enhancing quality of life for a large number of residents.

Governance

In the context of the World Resources Report, urban governance
refers to institutionalized relationships, norms, and rules that
are used to shape, organize, and manage cities for the public
good. Given this broad definition, urban governance extends
beyond city government, mayors, and city councils to include
civil society organizations and the public. Civil society organi-
zations are particularly important in rapidly urbanizing areas
where local governments are often weak, have limited capacity,
and are severely under-resourced. In this context, non-state
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actors play a significant role in “governing without government.”
In successful cases where change has been institutionalized

over the long term, we find it is due to an effective partnership
between civil society organizations and the government, as well
as support from the private sector.??

Many urban observers associate the quality of urban governance
with the way in which administrative and political decentral-
ization policies are implemented.?** Many countries in the
global South were highly centralized until the 1990s, when
decentralization policies were promoted.?* Administrative
centralization meant that urban policies and development
objectives were often determined by distant central govern-
ments. Administrative decentralization was supposed to bring
city government closer to the people, thus facilitating a better
understanding of local contextual factors, and making munici-
pal agencies more responsive to local residents.

For administrative decentralization to work, city governments
must be able to coordinate complex bureaucratic functions and
possess strong technical capacity. The reality is that many cities
have overly complex bureaucracies, and large cities are often
divided into competing political entities, spanning multiple
geographic jurisdictions.??? In response to these challenges, the
provision of infrastructure and core urban services often becomes
the responsibility of special-purpose bodies. These bodies
contribute to territorial and functional fragmentation, which in
turn increases the difficulty of coordination among agencies.

Political decentralization is assumed to make municipal
government more democratic and accountable.?® While many
cities in the global South have elected mayors, the quality

of urban governance, politics, local democracy, and citizen
participation varies greatly and is often inadequate.?* For
example, in some cities, formal participatory processes are
non-existent, and in others it is unclear how time-consuming
participatory processes are tied to meaningful outcomes.
While there is tremendous variation across geographic regions,
many cities in Latin America started to improve their urban
governance back in the 1980s and early 1990s. However, even
in cities that are considered exemplary, like Bogota, Colombia,
there has been corruption and political setbacks.?

In theory, a democratic electoral process and well-designed
public participation processes should protect governance from
corruption and from powerful interest groups that exert undue
political and economic influence over critical decisions affecting
the public interest. Examples of powerful interest groups include

multilateral corporations, construction companies, car drivers, and

the affluent classes in general.??* There is an extensive literature
that critically examines the potential of urban politics and public
participation to positively contribute to urban outcomes.?” A major
weakness is vulnerability to elite capture because participants enter
the process from unequal positions of power; they have uneven
access to resources, and they have varying levels of knowledge of
bureaucratic and political processes.?®

Urban activists like Somsook Boonyabancha from Thailand, who
has been working on behalf of the urban poor for years, argue

in favor of expanded participatory spaces and new forms of
participatory governance that allow for a horizontal (as opposed
to hierarchical) distribution of power.?® In Boonyabancha’s
experience, most successful city development models are made
possible when mayors are open to broad participatory processes.
In such cases, all city actors and institutions feel a common
responsibility to manage the city together and make the best
use of local resources, innovations, socio-cultural relationships,
knowledge, and financial resources to develop the city for all
residents.

Finance

The World Resources Report defines finance to include all financial
resources for cities, including both funding sources and finance
obtained through instruments such as loans, bonds, and guarantees
that provide capital or credit enhancement. These instruments
allow cities to obtain upfront investment capital for large infrastruc-
ture projects, for example. Funding includes non-reimbursable
sources, such as fiscal transfers from national governments, taxes,
fees/charges, and land sales and /or land value capture instruments,
whereas finance requires repayment over time.

There is a strong positive correlation between municipal budgets
per capita and service delivery, although financial resources

are not the only factor. Cities in the global South face particular
constraints when it comes to raising revenue. They tend to have
limited fiscal autonomy and a narrow resource base, and often
depend on converting publicly owned agricultural or unused
land to raise revenue. As Figure 9 illustrated, global South cities
with the largest populations have the lowest per capita budgets
(the difference is especially pronounced in Africa, South Asia,
and Latin America). National governments may be unable or
unwilling to guarantee subnational borrowing and, as a result,
municipal budgets are often highly dependent on resource trans-
fers from state or central governments. This situation compli-
cates accountability, and inhibits real devolution of decisions on
public revenue and expenditure to the city level.
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When city finances depend on transfers from higher levels

of government, the problem of mismatched institutional
accountability in the provision of urban services tends to arise.
In Pakistan, for example, subnational levels of government
collect only about 10 percent of total revenues, but account for
33 percent of public expenditures.?° The federal government
collects 90 percent of total national revenues, of which 67
percent is spent at the federal level and the balance of 33 percent
is transferred to subnational levels.?* An institutional conse-
quence of these transfers is that urban service delivery organiza-
tions report to higher levels of government (such as state water
companies, federal power grids, national railway companies) and
are often not accountable to the city government or the city-level
beneficiaries of the urban services they are mandated to provide.
This mismatch in institutional accountability sets the stage fora
lack of demand focus, poor targeting of services for the under-
served, graft, and corruption.

Fiscal decentralization has the potential to improve account-
ability, transparency, and service delivery, but it is not a panacea.
Greater fiscal autonomy must be accompanied by fiscal capac-
ity. In many cities in the global South there is disinclination to
spend on the poor, and this leads to unspent allocations and

a vicious cycle of less capacity, unresolved problems, and no
political gains. In some cases, too much money is allocated to
some sectors and not enough to others. To summarize, the fiscal
challenges facing cities extend beyond lack of resources, and
involve the willingness and ability to make more effective use of
existing funds.

The provision of quality urban services is further undermined
by “self-provisioning,” whereby urban communities provide for
their own needs through private investment in urban services
that are publicly unavailable or unreliable. In this way, service
gaps in public goods are filled by costly market-based responses,
but the partial solution imposes significant private costs on the
individuals concerned and, often, social costs on the rest of the
city. Self-provisioning erodes the incentive for public agencies to
improve service delivery and undermines the political consensus
for enhancing local accountability. The outcome is a negative
feedback loop of citizen resistance to any municipal finance
reforms that entail higher service fees or taxes.??
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Planning and Management

Planning and management refers broadly to a city’s capacity

to coalesce around a vision; create a meaningful participatory
process; and manage a mix of systems, skillsets, and knowledge
that support effective management of the city.

Urban planning in the global North has been redefined since

the heyday of European town planning, rational comprehensive
planning, and command and control style planning. These modes
of planning emerged out of the Enlightenment era and built on
lessons from neoclassical economics, engineering, and eventually
systems analysis and policy science.” A reading of planning history
leads us to conclude that the best planning outcomes are concep-
tualized by creative and visionary thinkers who are informed by
participatory and deliberative processes. Such planning balances
the economic, environmental, and equity concerns of city residents.

Planning and management capacity is often limited in cities of
the global South. The most rapidly growing cities are dealing
with a deficit in infrastructure and services and a lack of capacity
to keep up with growth and the increasing needs and priorities
of citizens. Furthermore, many funding and other incentive pro-
grams available from national governments stipulate conditions,
for example, cities must demonstrate performance or create inte-
grated plans in coordination with other agencies. Cities that lack
planning and management capacity are unable to take advan-
tage of these national incentives, they fall further below peer
cities in terms of receiving funding or private investment, which,

in a vicious cycle, further exacerbates their limited capacities.

Planning and management capacity are crucial to dealing with
growing urban pollution, water and sanitation problems, conges-
tion, and increasing inequality in access to urban services in many
cities. Many of these problems are caused when private consump-
tion is put before public welfare. In many countries in the global
South, relatively weak urban institutions do not have the capacity
or incentive to identify a generalizable set of community prefer-
ences for environmental, social, and economic outcomes. Urban
planning and management require real technical capacity at the
local level to analyze, assess, and implement “interventions that
close the gap between the private and social calculus” such that
cities can regulate and enforce policies and planning instruments
that limit these problems.?* Very often, the urban planner does
not have either the institutional mandate or the professional
expertise to reconcile these diverse interests.? In other contexts,
urban decision-makers are focused on individual projects and, as a
result, decisions are not coordinated as part of a vision and a plan
that improves the city for all residents.



Towards a More Equal City: Framing the Challenges and Opportunities

IX. MAKING MORE EQUAL
CITIES A REALITY

Urbanization is occurring in many countries where urban pop-
ulation growth is outpacing economic growth, and the share of
poor people living in urban areas is increasing globally. Many
cities do not have the financial resources or the capacity to meet
the service needs of their growing urban populations. Struggling
and emerging cities are at a crossroads. They are under tremen-
dous pressure to meet urgent needs while avoiding decisions
that lead to unsustainable patterns of urban development.

In this context, the World Resources Report examines whether
a more equal city is a viable entry point for achieving greater
economic prosperity and environmental sustainability for the
city as a whole. The priority areas for cities relate to land use,
housing, water and sanitation, energy, and transportation. Our
forthcoming papers will focus on how to implement actionable
approaches in each of these areas (see Appendix).

Finding solutions to these priority sectoral problems is not
enough. There are a few examples of cities that, against unlikely
odds, have successfully addressed a seminal problem, triggering
a broader virtuous cycle of urban transformation. Inspired by
these examples, a series of in-depth, city-level case studies will
analyze how transformative urban change happens.

Each paper will also examine governance, finance, and the
capacity to plan and manage urban change over time. Some
of the most powerful examples of positive change come from
a coalition of urban change agents working to provide public
goods and services. Public and private investment is needed
to build infrastructure and deliver services as well as support
the capacity of city governments. Effective planning and
management are needed to envision, implement, and enforce
plans that shape a more equal city.

Many cities do not have the financial
resources or the capacity to meet
the service needs of their growing
urban populations. Struggling and

emerging cities are at a crossroads.

They are under tremendous pressure

to meet urgent needs while avoiding

decisions that lead to unsustainable
patterns of urban development.

There is no better time to implement practical and scalable
actions to make cities more equal. As described in this paper,
the stakes are high and we need a better understanding of how
to enable broader, more ambitious, citywide transformation.
Three key international agreements present the opportunity

for the global community to implement an agenda focused

on sustainable cities—where all citizens have access to urban
services. The 17 Sustainable Development Goals adopted by

all UN member states set the 2030 agenda for sustainable
development. The UNFCCC Paris Agreement on climate change
has consensus from 195 countries to limit global warming by
implementing actions related to climate change mitigation,
adaptation, and finance starting in the year 2020. Finally, the
New Urban Agenda, the outcome of the Habitat III conference in
Quito, Ecuador, outlines a vision for cities for the next 20 years.
While these global agreements are ambitious and promising,
we are asking a great deal from cities, many of which have
extremely limited resources and capacity. The World Resources
Report provides knowledge about actionable approaches that
makes urban transformation towards a more equal city possible.
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APPENDIX: A PARTIAL LIST OF FORTHCOMING WRR RESEARCH PAPERS

PRIORITY AREA CHALLENGE KEY QUESTIONS
Managing Although compact development has benefits,?3¢ = What role does the political economy of urban land markets play in
Urban the over-concentration and the lack of affordable causing excessive, unplanned urban expansion in many cities?
Expansion housing remain a challenge in dense cities of the = How might cities plan land use, reform density regulations, and
developing world. In addition, unplanned urban regulate land markets to limit urban expansion and to ensure that
expansion into greenfield areas limits the capacity new urban development is properly planned and serviced?
of regional agriculture and food production systems = How can municipalities capture the value of land within the city for
to sustain growing urban populations public good?

= How can private actors be encouraged to invest in energy-efficient
and compact development?

= How can municipalities in growing metropolitan regions improve
coordination across sectors and jurisdictions for more effective

governance?

Secure and In many cities, a shortage of affordable housing = What is the availability of affordable housing in well-serviced
Affordable and an oversupply of high-end housing has led central locations?
Housing to sprawling development, inappropriate housing = Under what conditions has in situ upgrading been successful, and
Within the City  density, and unplanned communities that are why has it fallen short in other cases?

not integrated into transportation and economic = How have cities used rental housing to address the lack of

networks. Informal settlements proliferate to affordable housing in city centers?

provide affordable housing, albeit of low quality = What changes can incentivize better use of underutilized land

to shape and respond to local market dynamics and facilitate
affordable housing supply in well-serviced locations?

Managing Urban watersheds are threatened by the expanding  To address watershed risk:
Water Risks urban footprint, human activity, industrial and = What regional trends might increase water risks for growing cities?
and Water commercial processes, and climate change—which = What are the social and economic implications of these regjonal
Distribution in will affect both water supply and demand. Many trends?
Cities regions have weak environmental regulations = What solutions are available to cities to apply outside of their
and limited capacities to monitor and enforce jurisdictions to reduce the likelihood and consequences of risks to
regulations,?*” causing urban water sources to their water security?

become increasingly polluted. Coordination is weak
among agencies responsible for maintaining water To address water distribution and household access to affordable
sources and distributing water potable water in cities:
= What are the innovative institutional and governance approaches
to urban water stress?
= What are the alternative approaches for treating and delivering
affordable and reliable potable water cost-effectively?
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APPENDIX: A PARTIAL LIST OF FORTHCOMING WRR RESEARCH PAPERS (CONTINUED)

PRIORITY AREA

Access

to Clean,
Affordable,
and Reliable
Energy

Sustainable
Transportation
Systems
Improving
Accessibility
for All

CHALLENGE

In rapidly urbanizing countries, the poor consume
relatively little energy per capita, but their sources
of energy are often the least environmentally
sustainable.?3® Cities will need to consider the
increased demand that those who are under-
served by energy today will place on future

urban energy systems, and how their urban
energy systems can be designed to serve the
poor effectively and contribute to their economic
productivity

There have been advances in sustainable

mobility worldwide, but positive trends have been
overwhelmed by motorization and its negative
impacts. Most vehicle growth is happening in the
global South, creating congestion, increasing air
pollution, and reducing physical activity. These
negative impacts result in unequal access to urban
opportunities and disproportionally affect the poor

KEY QUESTIONS

What approaches will have the greatest impact on the under-
served in terms of energy access, reliability, cost, and health?
How can cities simultaneously enhance energy services to

the under-served, while ensuring that the city becomes more
productive and reduces its overall GHG emissions?

What approaches exist to shift urban populations in low-income
and sub-Saharan cities away from solid cooking fuels?

How can energy efficiency help the under-served?

Where do policies need alighment between cities and national
governments?

What innovative financial instruments can mobilize investment to
deliver energy services?

What are key policy levers and how can they support social,
economic, and environmental sustainability?

How can cities encourage policies that favor a new urban mobility
agenda?

What is the way forward regarding finance, institutions, and
technology to enable this new agenda?
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Sustainable Cities focuses on a deep cross-sector approach in four
megacities on two continents, and targeted assistance to 30 more
urban areas, bringing economic, environmental and social benefits
to people in cities around the globe.
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