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Secretary General
Foreword

In2016, the international community adopted the New Urban
Agenda to harness the power of sustainable urbanization to
achieve our global goals of peaceful, prosperous societies on
a healthy planet.

Despite progress since then, the COVID-19 pandemic and
other crises have posed huge challenges. Urban areas were
particularly hard hit by the pandemic — underscoring the
importance of stepping up efforts to build a more sustainable
and equitable urban future.

Local is the space where we connect the dots. Cities and

towns can spearhead innovations to bridge the inequalities

gaps, deliver climate action and ensure a green and inclusive

recovery from the pandemic — especially as the proportion

of people living in urban areas is projected to grow to 68 per
Anténio Guterres cent by 2050.

Secretary-General of the United Nations

The World Cities Report 2022 stresses that building resilience
& 3 : %3_, must be at the heart of the cities of the future. The success of
cities, towns and urban areas will largely depend on policies
that protect and sustain all, leaving no one behind. We need
green investment for sustainable patterns of consumption
and production; responsive and inclusive urban planning; the

prioritization of public health; and innovation and technology
for all.

These steps will help cities adapt and respond to shocks

and stresses and lead our world to a resilient, just, and
sustainable urban future.
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Executive Director’s
Introduction

In February 2020, as UN-Habitat announced that the 2022
World Urban Forum will be hosted by Poland in the city of
Katowice, we could not imagine that the world would go into
lockdown. The COVID-19 pandemic created a temporary
crisis of confidence in the future of cities as urban dwellers
across the world, especially in large cities, fled to the
perceived safety of the countryside or to smaller towns.

At the peak of the pandemic, what were once bustling cities
became desolate as residents disappeared from public spaces
during enforced lockdowns. Today, in 2022, many cities have
begun to resemble their old selves, cautiously returning to
the way they operated previously. There is a broad consensus
that urbanization remains a powerful twenty-first century
mega-trend. A sense of optimism is returning that the
pandemic is providing us with the opportunity to build back
differently. Can our children inherit an urban future that is
more inclusive, greener, safer and healthier?

If the world were to experience another pandemic or major
threat, would our cities and towns be sufficiently prepared

Maimunah Mohd Sharif based on what we have learned over the last two years? Would
Under-Secretary-General and Executive Director our cities have developed a robust system of resilience to
United Nations Human Settlements Programme respond to and withstand future shocks? I recall mayors and
(UN-Habitat) city managers asking: how do we build back better, greener

and inclusively?

The answer lies with what we have learned and adopted
as best practices responding to COVID-19 and the climate
crisis. We must start by acknowledging that the status quo
leading up to 2020 was in many ways an unsustainable
model of urban development. To meet this challenge, the
future of cities must respond to pressing urban challenges in
different parts of the world. An optimistic scenario of urban
futures will reduce inequality and poverty, foster productive
and inclusive urban economies, invest sustainably to
promote clean energy and protect ecosystems, and prioritize



public health. These ambitions, in turn, must be facilitated
by responsive urban planning and multilevel governance
systems in which finance, innovation and technology play
overarching roles.

While the COVID-19 pandemic has occupied a significant
share of global attention since 2020, it is far from the
only threat facing the future of cities. High inflation and
unemployment, slow economic growth, looming recession,
mounting public debts, supply chain disruptions, armed
conflicts, and a global food and energy crisis amount
to a Dbitter cocktail of contemporary challenges. Unless
concerted action is taken, millions of poor and vulnerable
families across the world will continue to live in a future
that is unfolding without the necessary safeguards and one
that eclipses their dreams of a better urban future. Building
economic, social and environmental resilience, including
appropriate governance and institutional structures, must be
at the heart of the future of cities. Economic resilience with
new fiscal sustainability frameworks, societal resilience with
universal social protection schemes, climate resilience with
greener investments, and stronger multilevel collaboration
to confront future shocks must be the main building blocks
of a resilient future that can withstand and respond to the
various threats and shocks that urban areas face.

The World Cities Report 2022 envisages an optimistic
scenario of urban futures that relies on collaborative and
effective interventions to tackle multidimensional poverty
and inequalities; promote vibrant, resilient, diversified urban
economies and productive urban futures; build healthy and
thriving cities; strengthen the drive towards green urban
futures; promote well-planned and managed urbanization
processes; and ensure inclusive digital economies for the
future. The optimistic scenario envisions concerted policy
action facilitated by the implementation of the New Urban
Agenda. It has now been over five years since the New Urban
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The vision of sustainable and equitable
urban futures will not be guaranteed unless
cities and subnational governments take
bold and decisive actions to address both
chronic and emerging urban challenges
|

Agenda was adopted at the Habitat III summit in 2016 and
the implementation framework must be amplified to achieve
the Sustainable Development Goals by making transformative
progress in addressing the multiple challenges confronting
cities both now and in the future.

The Report reaffirms that the vision for the future of
cities must embody the “new social contract” in the form
of universal basic income, universal health coverage and
universal housing and basic services. This proposal was
first articulated in the 2021 UN-Habitat report Cities and
Pandemics: Towards a More Just, Green and Healthy Future
and remains more urgent than ever.

The vision of sustainable and equitable urban futures
will not Dbe guaranteed unless cities and subnational
governments take bold and decisive actions to address both
chronic and emerging urban challenges. Without urgent and
transformative policy action at all levels, the current situation
will only get worse. The urgency of new approaches for
transformative change in cities cannot be overemphasized.
Within this Decade of Action window, it is urgent for cities
and subnational governments to adopt innovative approaches
that will foster the optimistic scenario of urban futures.

The New Urban Agenda provides a holistic framework
for urban development that encourages the integration of
all facets of sustainable development to promote equality,
welfare and shared prosperity. Our cities and towns must
mainstream these commitments in their local development
plans with a deliberate focus on tackling inequality, poverty
and climate change, among other challenges. Sustainable
urban futures remain a cornerstone of the fight to ensure
that cities are better prepared for the next crisis.
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Key Findings and Messages

Chapter1

The Diversity and Vision for the Future of
Cities

While the COVID-19 pandemic dominated the two years
between editions of the World Cities Report and upended
many aspects of urban life, this Report comes at a time when
world events create ever more dynamic environments for
urban actors. Although most of the world has lifted the public
health restrictions and border closures that made COVID-19
such a dominant aspect of urban life, the virus continues
to flare up periodically and some countries still have strict
measures in place. Recently, the world has witnessed a
sudden global spike in inflation and cost of living, alongside
supply chain disruptions, which is severely affecting the
recovery of urban economies. New and persistent armed
conflicts have altered the geopolitical order and contributed
to global economic uncertainty.

The disruptive nature of the COVID-19 pandemic is a stark
reminder that urban areas need to be prepared for dynamic
and unpredictable futures. Cities across the world were
totally unprepared for the magnitude of the economic and
social impacts of the pandemic. The pandemic revealed and
amplified long-standing weaknesses in the social structure
of cities, resulting in disproportionate impacts on vulnerable
and marginalized groups. Key lessons emerging from the
COVID-19 pandemic are that urban areas must invest in
preparedness, which requires developing the economic,
social, environmental and institutional resilience to respond
to a wide range of shocks, including having contingency
plans for the most vulnerable groups.

The foregoing raises key questions about the future of cities.
What kind of cities do we envisage and reimagine in the
aftermath of the pandemic? What kind of cities are needed
to support humanity in a predominantly urban world? How
do cities prepare for an uncertain world? Building economic,
social and environmental resilience, including appropriate
governance and institutional structures, must be at the heart
of the future of cities. To meet this challenge, sustainable urban
futures must prioritize reduction in poverty and inequality;
foster productive and inclusive urban economies that provide

opportunities for all; adopt environmental policies and actions
that mitigate and adapt to climate change, promote clean
energy and protect ecosystems; integrate public health into
urban development; — facilitated by responsive urban planning
and governance systems in which with finance, innovation and
technology play overarching roles.

Key Findings

Cities are here to stay, and the future of humanity is
undoubtedly urban: The experience in the early days of
the COVID-19 pandemic, when some residents fled large
cities was a temporary response that will not fundamentally
change the course of global urbanization. We are witnessing
a world that will continue to urbanize over the next three
decades—from 56 per cent in 2021 to 68 per cent in
2050. This translates into an increase of 2.2 billion urban
residents, living mostly in Africa and Asia. All regions of the
world are expected to become more urbanized, although
highly urbanized and more developed regions are expected
to stabilize or experience a decline in urban growth.
Unequivocally, this tells us that cities are here to stay, and
that the future of humanity is undoubtedly urban, but not
exclusively in large metropolitan areas.

The future of cities is not uniform across regions and can
lead to a range of scenarios: While responding to climate
change vulnerability and rising levels of inequality are global
concerns, other issues are bifurcated by region. In developed
countries, the key priorities for the future of cities also include
managing cultural diversity, upgrading and modernizing ageing
infrastructure, addressing shrinking and declining cities, and
meeting the needs of an increasingly ageing population. In
developing countries, urban priorities for the future are rising
levels of poverty, providing adequate infrastructure, affordable
and adequate housing and addressing challenge of slums, high
levels of youth unemployment, and investing in secondary
cities. How these challenges are addressed will lead to a range
of future scenarios.

The worst-case scenario of urban futures is that of high
damage: In a high damage scenario, extreme poverty could
increase by 32 per cent or 213 million by 2030. Under this
scenario, the impacts of the ongoing COVID-19 pandemic
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as well as global economic uncertainties, environmental
challenges, and wars and conflicts in different parts of the
world could have long-term impacts on the future of cities.
For instance, cities in Africa could lose up to two-thirds of
their financial resources and the weak urban service delivery
and governance systems in some of these cities could
collapse. If global action against multiple urban challenges
fails and this bleak scenario becomes a reality, the credibility
of the multilateral system would be compromised, thereby
undermining coordination efforts to address urgent and
pressing global issues.

Business as usual will result in a pessimistic scenario:
Returning to the pre-pandemic state of affairs, also known as the
Bad Old Deal, is characterized by the systemic discrimination
and exclusion of the poor in urban agendas including the
exclusion of informal sector workers, overreliance on
fossil fuels, poorly planned and managed urbanization, low
prioritization of public health in urban development, and
entrenched digital inequalities, which collectively undermine
the vision of achieving inclusive, resilient, and sustainable
cities where no one is left behind. Globally, 1.6 billion people
or 20 per cent of the world’s population live in inadequate
housing, of which one billion reside in slums and informal
settlements. Under these conditions, the goal of eradicating
poverty in all its forms by 2030 and leave no one behind will
not be achieved. Without concerted efforts, the pessimistic
scenario could lead to new forms of urban vulnerabilities
in the future that would disproportionately affect already
disadvantaged and vulnerable groups.

Changing course to a sustainable path can lead to an
optimistic scenario: With concerted policy action through
the effective implementation of the New Urban Agenda as a
framework for achieving the SDGs, it is possible for cities to
avoid either of the high damage or pessimistic scenarios and
instead emerge into a more optimistic future. This scenario
involves collaborative, well-coordinated and effective
multilateral interventions to leverage the opportunities and
address the challenges of urbanization. With appropriately
implemented measures, the response to the current urban
crisis can lead to a collective reprioritization of cities across
the world towards shared prosperity and inclusion.

Key Messages

Urbanization is intertwined with several existential
global challenges: Cities do not exist in isolation from global
challenges. The emergence of urbanization as a global mega-
trend is intertwined with the existential challenges that the
world has faced in the last 50 years, including climate change,
rising inequality and the rise in zoonotic viruses with the latest
being the novel coronavirus pandemic, which triggered the
worst public health crisis in a century and the worst economic
recession since the Great Depression. These challenges will
in different ways, leave their imprints on the future of cities.

Building resilience must be at the heart of the future
of cities: Building economic, social and environmental
resilience, including appropriate governance and institutional
structures, must be at the heart of the future of cities.
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Economic resilience with new fiscal sustainability frameworks,
societal resilience with universal social protection schemes,
climate resilience with greener investments and stronger
multilevel collaboration to confront future shocks must be
the building blocks of a resilient urban future.

Urban areas need to be prepared for dynamic and
unpredictable futures: The disruptive nature of COVID-19,
supply chain disruptions, high inflation, climate change and
armed conflicts are all reminders that urban areas need to be
prepared for an ever-changing and unpredictable future. Our
urbanizing world must be adequately equipped for effective
response to a broad range of shocks, and at the same time,
transition to more sustainable, just, green, resilient and
healthy futures. Global threats require concerted action,
which can only be achieved in the spirit of solidarity and
cooperation, as no single government or multilateral agency
can address such threats alone.

Any vision for an optimistic future of cities must embody
a new social contract with universal basic income,
health coverage and housing: Following the disruptions
wrought by the COVID-19 pandemic, an emerging vision
for an optimistic future in cities is one that embodies a
new social contract in the form of universal basic income,
universal health coverage and universal housing and basic
services. The emerging vision should seek to make cities
more equitable, one that is greener and more knowledge-
based and is resilient across multiple dimensions.

Localizing the New Urban Agenda and SDG 11 is the
most promising pathway to the optimistic scenario of
urban futures: The global impacts and disruption triggered
by the coronavirus pandemic, much of which played out in
urban areas, have simply added a sense of urgency and the
demand for a change to some of the unsustainable practices
in the journey towards more sustainable urban futures.
The path to sustainable urban futures will be determined
by inclusive and transformative policies to eradicate poverty
and inequality; produce urban economies that provide
opportunities for all; generate greener investment for
sustainable consumption and production patterns; set the
framework for responsive urban and territorial planning;
implement collaborative and integrated systems of urban
governance; prioritize public health; deploy inclusive
innovation and technology; and build resilience, which
enables cities to respond to and withstand a wide range of
shocks. The localization and effective implementation of the
New Urban Agenda serves as a framework for integrating
the interrelated components that constitute these pathways.
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A new harmonized definition, called the Degree of
Urbanization, facilitates international comparisons of
urbanization. By defining three main classes of human
settlements (cities, towns and semi-dense areas, and rural
areas), the Degree of Urbanization captures the urban-
rural continuum as recommended by research. It provides a
pathway to overcoming the fundamental challenge linked to
monitoring urban trends and the development agendas that
has lingered over the years: the lack of a unified definition of
what constitutes “urban” and its precise measurement.

This chapter provides a unique perspective on future trends
using Degree of Urbanization and data emanating from this
new harmonized approach. Specifically, it provides scenarios
that allow us to understand the anticipated demographic and
spatial changes across the urban-rural continuum in various
regions as well as their drivers.

Fast-paced global growth in city population is behind
us and a future slowdown is in the offing across the
urban-rural continuum: New research using the harmonized
definition “Degree of Urbanization” indicates that demographic
growth has already started to slow down and is projected to
continue over the coming decades. While the city population
share doubled from 25 per cent in 1950 to about 50 per cent in
2020, it is projected to slowly increase to 58 per cent over the
next 50 years. The share of other settlements in the urban-rural
continuum (towns and semi-dense areas as well as rural areas) is
expected to decrease; towns and semi-dense areas are expected
to drop to 24 per cent (from 29 per cent in 2020) and that of
rural areas to 18 per cent (from 22 per cent).

A slowdown does not indicate no growth—the
population of cities in low-income countries is projected
to grow nearly two and a half times by 2070: Low-
income countries have much higher absolute and relative city
population growth than higher income countries. From 1975
to 2020, their city population grew fourfold to about 300
million. By 2070, their population is projected to exceed 700
million. Additionally, projections show that, between 2020
and 2070, the number of cities in low-income countries will
grow far more than in the rest of the world—an increase of
76 per cent, compared to 6 per cent in upper-middle-income
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countries. High-income and lower-middle-income countries
will see an increase of about 20 per cent.

Most expansion of city land area will occur in low-
income countries—without effective planning,
urban sprawl might become a low-income country
phenomenon: The new data show that changes over the
next five decades—in terms of growth of city land area from
2020 levels—will mostly take place in low-income countries
(141 per cent), lower-middle-income (44 per cent) and high-
income countries (34 per cent). Changes in upper-middle-
income countries is projected to be relatively small (13 per
cent). This growth is projected to be highest in Oceania and
Sub-Saharan Africa, where it is estimated to (almost) double.
Growth in city land will be relatively lower in Eastern and
South-Eastern Asia (10 per cent), Latin America and the
Caribbean (14 per cent) and Europe (16 per cent).

Small cities and towns remain critical to achieving
sustainable urban futures in low-income countries:
Small cities (less than 250,000 inhabitants) cover almost half
of city land (about 45 per cent) in low-income countries, a
trend that will persist over the coming decades. Therefore,
adequate territorial planning and enhanced capacities in
these settlements can strengthen the pivotal role they play
in realizing sustainable futures in these countries.

Key Messages

Managing city density is the key future sustainability
challenge for low-income countries: While density
scenarios play out differently cities in various regions of the
world, the fast-paced growth in city population in low-income
countries sets them apart. City densities in these countries
need to be planned for and managed in ways that do not exert
pressure on existing open land, infrastructure and services,
resulting in crowding on one hand or leading to unsustainable
sprawl on the other. In these countries, a high-density
scenario, for instance, would see the already high population
density in cities reach 14,000 by 2050 while a low-density
scenario would mean cities need five times the amount of land
to accommodate growth. In contrast, growth in city population
in upper-middle- and high-income countries is lower and cities
are less dense. As a result, they can accommodate future
growth of population without any need to increase the amount
of land. In some cases, the amount of city land is projected to
shrink, such as in Eastern Asia.

xviii

Enhanced planning capacities are needed in low-
income countries, especially for smaller and new cities:
Urban and territorial planning that is responsive, anticipates
and effectively addresses the demand for city expansion is
imperative for sustainable futures in low-income countries.
City land in these countries is projected to increase nearly
one and a half times over the next 50 years. Notably, a
significant share of this expansion will come from smaller
and new cities, which may struggle to plan for this growth.
Enhanced capacities in these settlements will strengthen the
important role they play across the urban-rural continuum in
achieving sustainable futures.

Various levels of government need to plan for greying
cities and towns: Demographic changes mean that in the
future cities will have a larger share of elderly and a smaller
share of children. It is therefore vital to plan for age-friendly
cities and towns that afford good quality of life for all its
inhabitants across all generations. Already, the ageing of
population is a reality in urban areas of high- and upper-
middle-income countries.

Urbanization is inevitable, planning for urban growth
is critical for sustainable futures: Effective urban and
territorial planning is critical to mitigate the negative social,
economic and environmental associated with future urban
growth. The growth of city land in low-income countries,
for instance, will require substantial efforts in terms of
both planning and infrastructure investments. Planning
should be undertaken ahead of this expansion of cities to
halt informality and ensure that there is policy coherence at
various scales guiding the needed investments.




Chapter 3

Poverty and Inequality: Enduring Features
of an Urban Future?

Cities generate wealth but also concentrate poverty and
inequality. From the overcrowded slums in the developing
world to homelessness and pockets of destitution in the
developed world, urban poverty and inequality take many
forms. We cannot envision a bright future for cities when
inequality appears to be on the rise globally and poverty in
certain regions. How to tackle poverty and inequality are
among the most pressing challenges facing urban areas; and
improving income and a wide range of opportunities for all is
essential to achieving an optimistic urban future. The global
development agenda gives prime of place to the issue, with
SDG 1, which calls for a world in which we “end poverty in
all its forms everywhere.” If urban poverty is not addressed,
then this goal will remain elusive.

Key Findings

Urban poverty and inequality remain one of the most
intractable challenges confronting cities: Urban poverty
and inequality are highly complex and multidimensional
challenges whose manifestation go beyond lack of income.
Urban poverty and inequality are intertwined; they reinforce
each other to create conditions of disadvantage that
constrain the poor from enjoying the benefits of sustainable
urbanization. The multidimensionality of urban poverty and
inequality should be at the centre of interventions to create
inclusive and equitable urban futures globally.

Without concerted action at all levels, poverty and
inequality could become the face of the future of cities:
Poverty and inequality are increasingly becoming pervasive
in our cities. In developing countries, slums and informal
settlements are the most enduring spatial manifestation
of poverty and inequality. For the millions living in slums,
access to essential services remains elusive; thus, preventing
the realization of a better urban future. In cities of developed
countries, pockets of poverty and destitution have become
entrenched, where minority groups endure marginalization
and stigmatization coupled with underinvestment in urban
infrastructure. If decisive actions are not taken, urban
poverty and inequality will become endemic.

Most countries in Sub-Saharan Africa are off-track
from ending poverty by 2030: Most countries in Sub-

Envisaging the Future of Cities NN

Saharan Africa are off-track in achieving the goal of ending
poverty by 2030. The region has the highest incidence of
urban poverty globally with about 23 per cent of the urban
population living below the international poverty line and
29 per cent experiencing multidimensional poverty. The rate
of multidimensional urban poverty in Sub-Saharan Africa is
11 times higher than in Latin America and the Caribbean.
Indeed, poverty is on the rise in close to one-third of the
countries in Sub-Saharan African. Unless governments at all
levels act decisively, poverty could become an entrenched
feature of the future of cities in the region.

The COVID-19 pandemic has resulted in the emergence
of newly poor people: The COVID-19 pandemic has
reversed years of remarkable progress made in the fight
against poverty. The pandemic has resulted in the emergence
of newly poor people—that is, those who would have exited
poverty in the absence of the pandemic but remain poor;
and those who have fallen into poverty on account of the
pandemic. In 2020, the pandemic-induced new poor globally
was between 119 and 124 million people; this is projected
to have risen to between 143 and 163 million in 2021. A
majority of the new poor will be living in urban areas; thereby,
presenting additional burden to already overstretched local
governments especially in developing countries.

Key Messages

Tackling urban poverty and inequality are urgent global
priorities: The current COVID-19 pandemic is a reminder
that the vision of equitable urban futures will not be achieved
unless cities and subnational governments take bold actions
to address the pervasive presence of urban poverty and
inequality. Without urgent and transformative policy action
at all levels, the current situation will only worsen. The long-
term costs of each incremental policy choice may not be
clear, but each decision could shape the future of cities for
generations. Wrong decisions by city leaders could entrench
poverty, deny opportunity for millions and widen urban
disparities in ways that will become increasingly difficult to
reverse.

A multidimensional approach is key to an inclusive
urban future: Within the Decade of Action window (2020-
2030), cities and subnational governments should adopt
a multidimensional approach to addressing poverty and
inequality by investing in infrastructure and essential services,
while addressing the multiple spatial, social and economic
barriers that foster exclusion. Narrow, sectoral approaches
have proved ineffective amid the social, economic, political,

Xix



I WORLD CITIES REPORT 2022

and environmental crises that trap most residents in poverty.
As part of building sustainable urban futures, the following
dimensions are critical: spatial dimension—access to land,
housing, and infrastructure; social dimension—rights and
participation; and economic dimension—opportunities for
all. Collectively, these factors can lift millions of people out
of poverty and create more equitable and inclusive urban
futures.

Governments must extend infrastructure and urban
services to underserved communities: Investing in and
extending infrastructure and services to deprived urban
neighbourhoods is a critical policy lever to address poverty
and inequality. Access to water and sanitation can be a
matter of life and death for poor urban dwellers. Targeting
improvements in quality, coverage and affordability to zones
of disadvantage and poverty should be a matter of policy
priority. If these transformative measures are implemented,
they can change the current negative trends and galvanize
actions towards achieving equitable, inclusive and resilient
urban futures.

Supporting informal employment is critical for
building inclusive urban futures: Informality is a reality
of urbanization especially in developing countries. Looking
into the future, cities should halt the exclusion of informal
sector workers in all spheres of urban endeavour. Cities and
subnational governments should acknowledge the legitimate
contributions of informal workers and stop their harassment
and penalization. The rights of informal workers should be
guaranteed. These rights include legal recognition, economic
and social rights, access to essential services and better
representation in policymaking. Cities will not be able to
offer a bright urban future if their informal sector workers
are perpetually excluded from urban development processes.

Gender transformative approaches are crucial for
building inclusive urban futures: Going forward, cities
and subnational governments should prioritize inclusive
and gender-transformative responses that are co-produced
with vulnerable urban populations. Cities should focus
on developing inclusive urban governance processes that
promote transformative resilience to multiple risks by using
local knowledge in the face of uncertainty. Urban leaders
should draw on grassroots, civil society and private-sector
efforts and build local alliances to deliver more effective
strategies and co-design solutions to urban poverty and
inequality.

XX

The urban economy is integral to the future of cities. Given
the size of the contribution of cities to the national economy,
the future of many countries will be determined by the
productivity of its urban areas. People first gathered in denser
human settlements for the purpose of trading at markets, and
this fundamental aspect of urban life has evolved over time.
Today’s urban economies are complex systems tied to global
trade and capital flows, in which foreign entities can own the
property next door and distant events can affect the prices
for local goods. Cities must be smarter than ever about how
they position their economies for the maximum benefit of
all residents while also safeguarding the environment and
improving their city’s quality of life.

When planning their economic future, cities cannot
overlook the informal sector: Recognizing and supporting
the informal sector is vital for urban economic resilience
and productive urban futures, particularly in developing
countries. Given the contribution of the informal sector,
cities should adopt a transformative urban economic
agenda that is inclusive and equitable. Approaches to
urban planning, governance and international development
should be reformed to make them responsive to the needs
of informal sector workers. This should be backed by the
necessary support mechanisms such as access to finance
(and relief during crises), markets and infrastructure to boost
the resilience of informal economy actors to shocks and
strengthen their contribution to productive urban futures.

Future economic growth and resilience cannot be
sustained without bridging the infrastructure gaps
across the urban-rural continuum: Cities and subnational
governments should prioritize infrastructure investments
towards building resilient urban economies and prosperous
urban futures. This includes targeting underserved
neighbourhoods such as slums and informal settlements
and marginalized neighbourhoods who bear the brunt of
underinvestment in infrastructure. Investments should
also be directed towards transport infrastructure systems
to enhance the competitiveness of cities and enable urban
productivity.



Sustainable urban and territorial planning supported
by effective governance structures is critical for
building resilient urban economies and productive
urban futures: In developing countries, more focus should
be on institutional capacity building to enable sustainable
planning and management of urban development. Cities that
are well planned and managed perform better in optimizing
and reaping the benefits of economies of agglomeration. If
cities continue to grow in a disconnected and fragmented
manner, the opportunities of leveraging economies of scale
and urban agglomeration will be missed.

Sustainable and innovative municipal finance is
fundamental: Cities must diversify their revenue
sources by mobilizing sustainable, innovative and resilient
revenue sources. The COVID-19 pandemic has shown that
overreliance on traditional revenue sources like property
taxes could have potentially crippling effects on the fiscal
health of cities. Revenue mobilization should be back by
institutional reforms to grant cities adequate fiscal autonomy
to experiment with new financing instruments such as land
value capture and municipal bonds, as well as to provide
them leverage to reform their tax systems in line with their
economic bases. These innovative financing instruments
(especially when alighed with sustainability ambitions) can
serve as important levers to catalyse economically impactful
capital investments that create long-term value for citizens,
businesses and the city as a whole; thus, contributing to
resilient and productive urban futures.

Economic diversification is a critical pillar for urban
economic resilience and productive urban futures: The
New Urban Agenda encourages governments to prioritize
economic diversification by progressively supporting the
transition to higher productivity through high-value-added
sectors, technological innovations and creating quality, decent
and productive jobs. In order to withstand future shocks and
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stresses, cities should utilize existing and potential resources
to diversify their economies. Diversification of urban
economies should be supported by targeted investment
and strategies to shift production structures towards new
sources of growth. Failure to diversify urban economies will
make cities extremely vulnerable to future shocks, especially
in developing regions and in cities that heavily depend on
single industries such as tourism, manufacturing or natural
resource extraction.

Cities should embrace the circular economy as a new
Jfrontier in the pursuit of sustainability and resilience:
The New Urban Agenda promotes the adoption of policies
that lead to a circular urban economy in order to move
consumption and production away from unsustainable
patterns. Gazing into the future, cities must facilitate and
promote greener recovery for resilient economies. Adopting
the circular economy can potentially generate additional
decent and productive jobs, which are catalysts for urban
productivity.

Measures to achieve balanced and integrated urban
and territorial economic development must be put in
place today to avert skewed development tomorrow. In
line with the call of the New Urban Agenda for balanced
urban and territorial development, cities and subnational
governments should put in place measures to ensure
that economic growth is equitable across territories.
Full implementation of national urban policies should
be a priority. Other measures could include targeted
infrastructure investments in secondary and intermediate
cities that have been left behind. This focus will enhance
the competitiveness of secondary cities, set their economies
towards sustainable growth and build resilience to future
shocks.

The accelerated pace of transformation in the world of
work calls for continual talent and skills development
to achieve urban economic resilience and productive
Sfutures: Cities should focus on investing in human capacity
development to build skills and competences that are in sync
with rapid transformations taking place and the emerging
new urban economy. Developing skills and talent for human
capital is vital for inclusive and sustainable urban growth as
it aligns with SDG 8 on promoting productive employment
and decent work for all. The new urban economy requires
re-skilling of workers to adapt to technological changes. A
well-trained workforce is a prerequisite for resilient urban
economies and productive urban futures.
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Chapter s

Securing a Greener Urban Future

Climate change and environmental concerns increasingly
dominate future scenarios. The increase in extreme weather
events and natural disasters like flooding, heatwaves and
landslides will impact urban areas the hardest, which
makes climate change adaptation a paramount concern.
Meanwhile, urban areas are responsible for the majority of
the world’s carbon emissions. As such, the transition to net
zero greenhouse gas emissions must occur as soon as feasibly
possible. Cities can do their part by embracing a wide range
of options.

Key Findings

The transition to net zero GHG emissions has been
marked by a lack of ambition and policy pitfalls: There
has been a growth of interest in net zero policies to facilitate
sustainability transitions at the local level. However, current
net zero policies have pitfalls, including an overreliance on
underdeveloped technologies that overlook local resources
and the lack of integration of local governance strategies
in national programmes for action. Meanwhile, the lack of
ambition in the current national commitments to net zero
also echoes a lack of imagination in defining alternative
urban futures.

The twin crises of climate change and the loss of global
biodiversity threaten the futures of cities: Climate
impacts and other environmental crises interact with drivers
of urban inequality, affecting people’s capacity to anticipate
the impact, then respond and recover from them. Dealing
with future risks—including environmental risks— has
become one of the main concerns for local governments and
other urban-based actors, eliciting diverse responses.

Inclusive spaces to deliver green urban futures are
necessary for sustainability transitions: There are many
cases where significant infrastructure and transport projects
are accomplished at the expense of various social groups in
urban areas, in some cases entrenching existing inequalities
and vulnerabilities. Transition and resilience agendas
foreground the need to align social and environmental
justice goals with the policy priorities of the SDGs and
the New Urban Agenda. The interaction between global
and local partnerships is further making broader inclusion
possible. Additionally, there are also growing opportunities
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for collective action to deliver low carbon and resilient urban
futures at the local level.

The world is losing the opportunity to use the post-
pandemic context as a catalytic moment to facilitate
investment for a transition to net zero carbon emissions:
While the COVID-19 pandemic represented a significant
setback in achieving poverty reductions and the SDGs, it
presented a potential inflection point for change toward
sustainability. However, the window of opportunity opened
by the crisis to rethink human-environmental relations and
mobilize recovery funds for environmental sustainability is
closing rapidly, with carbon emissions again soaring and the
extinction crisis unabated.

Greener futures cannot be secured without just
transitions: Alongside new technical possibilities to facilitate
resource efficiency in sectors such as energy and transport,
urban policies must recognize how the informal sector serves
the needs of many urban residents. A well-documented
example is informal motorized and non-motorized transport
that serve many disadvantaged communities in urban areas.
A just transition will need to incorporate the concerns of
this sector, alongside technological improvements. Urban
planning must be inclusive to effectively cater for the
informal services sectors that work for the urban poor.

Key Messages

Policymakers at all levels must recognize and support
the role of urban areas in the net zero transition:
Besides actions at the national level, achieving net zero is
also dependent on subnational and city-level action. There
is, therefore, a need to develop policies to support action
at the subnational level, limiting carbon emissions or
reducing vulnerabilities. In addition, current instruments at
the national level need to be aligned with local priorities.
At the very least, there should be coordination between
various levels of governance to ensure that national-level
policy is designed in ways that does not curtail or limit local
experimentation by multiple actors.

Nature-based solutions must be part of inclusive
planning processes for sustainable urban futures:
Nature-inspired approaches to wurban planning, urban
governance and urban design are revolutionizing current
thinking about cities and wurban services. To achieve
sustainable urban futures, local action cannot overlook
this trend. Nature-based solutions offer the opportunity to
develop a wide range of responses to urban environmental



challenges that harness nature for urban sustainability. Many
of these responses can be integrated into urban planning and
are often low-cost.

Future-oriented thinking, such as scenario analysis,
requires plural politics that ensure diverse voices
are heard to minimize uncertainties in the pathways
to securing greener urban futures: Building net zero
scenarios can be challenging as it involves long time frames
and detailed speculation on technological and social changes,
with inferences across different sectors and processes.
Ensuring that diverse voices are heard in such scenario-
building approaches will minimize the perception of such
scenarios as technocratic and limiting stakeholders’ agency
as well as eliminate simplified assumptions about social and
political dynamics.

Various levels of government and institutions can
harness the potential of international partnerships
such as transnational networks and social movements
in delivering greener urban futures: Social movements,
for instance, are the new point of hope for climate and
biodiversity action as new generations (supported by old
ones) clarify that business as usual is not an option. Social
movements can foster innovation and transitions towards net
zero. There is increasing evidence of innovation and feasible
responses coming from informal settlements and various
community groups. The COVID-19 pandemic, in particular,
has shown how local responses can support solidarity and
resilience, primarily when invested in partnerships with local
and regional governments.

Support diverse forms of knowledge in environmental
decision-making to achieve sustainable urban futures:
Today, hierarchies of knowledge persist, in which some
forms of knowing are consistently valued above others.
Local governments and local institutions can support diverse
forms of knowledge—including indigenous knowledge,
local knowledge and traditional knowledge—that respond
to global demands and acknowledge specificity. This also
requires redefining vulnerable groups from passive victims
as active urban change agents (following the slogan “nothing
for us, without us”).
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Chapter 6
Urban Planning for the Future of Cities

Cities are complex systems that grow, develop and even
shrink based on a variety of forces. Planning is an essential
tool for shaping the future of cities, as unplanned human
settlements are prone to sprawl, inefficient land use, poor
connectivity and a lack of adequate municipal services. Good
urban planning is one of the three pillars of sustainable cities,
without which cities are unlikely to achieve the optimistic
scenario of urban futures.

Key Findings

Recovery to pre-COVID normal is likely to delay climate
action in cities: While in many cities, emissions plunged
to unprecedentedly low levels during the lockdowns, rapid
recovery to pre-COVID levels was observed after easing
mobility restrictions with an observed increase in car
dependency. There are concerns that economic recovery
actions could derail many activities aimed at urban climate
change adaptation and mitigation. Interventions in the
energy and transport sectors are key to the success or failure
of climate action in cities.

Current planning approaches continue to enable
vulnerable groups to be disproportionately affected by
pandemics: Vulnerable groups such as ethnic minorities
and the urban poor have been disproportionately affected
by the worst impacts of the pandemic, making it difficult to
contain the spread of infectious diseases in cities. Modern
urban planning has achieved limited success in equitably
distributing resources. Profound inequalities have existed
in cities for several decades, persist in the present and will
possibly continue into the future without urgent changes in
the way cities are planned.

Urban indoor and outdoor spaces are not versatile and

flexible enough: The pandemic revealed issues related to
the lack of versatility and flexibility in the design of indoor
and outdoor spaces. It increased the demand for multi-
purpose and flexible spaces that can adapt to new situations,
which is a significant shift from traditional urban planning
practices like single-use zoning that often overlook flexibility
and adaptability. Moving forward, there is a need for changes
in the design of urban building layouts, working spaces,
shopping malls, and open/public spaces to make them more
flexible and adaptive to future shocks.
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Compact cities are pandemic resilient. Concerns over
density being a risk factor to the rise of pandemics has resulted
in outmigration in some cities and could lead to new waves of
suburbanization and urban sprawl with major socioeconomic
and environmental implications. No compelling evidence has
been reported on the role of density in virus transmission
and mortality rates. However, there is consensus that density
alone is not a major risk factor, and other factors such as
income, infrastructure access and residential overcrowding
could be more influential. A lack of access to health care and
other services will increase vulnerability to pandemics and
other future adverse events.

Urban-rural interlinkages are overlooked in urban
planning and decision-making practices: Urban
planning approaches continue to place limited emphasis on
urban-rural linkages despite cities being dependent on their
hinterlands for natural resources, commodities and multiple
types of ecosystem services. Urban areas experience dynamic
and non-linear flows both in and out of cities whether goods,
trade, human movement or species migration. Such high
connectivity levels have implications for resilience as shocks
and disruptions in one part of the system could rapidly
spread to the other parts.

Key Messages

Urban planning should urgently pursue climate action
as a basis for greener urban futures: Measures taken
to recover from the pandemic should help cities mitigate
and Dbetter respond to climate change, which is a major
threat looming over cities. There is need for a continued
paradigm shift toward environmentally friendly and human-
centric energy and mobility options. This can be achieved
through efficient public transport and active mobility when
integrated with energy-efficient modes such as electric
vehicles powered by clean energy.

Post-COVID recovery should ensure a transition to
more equitable and inclusive urban futures for all.
Recovery programmes should prioritize addressing the needs
of vulnerable and marginalized groups, including ethnic
minorities, urban poor, immigrants, refugees, and those who
are precariously employed or housed. To seize the pandemic
as an opportunity to reform our cities and build back batter,
it is essential to carefully assess the impacts on marginalized
groups and ensure they are adequately engaged in planning
processes.
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City authorities should invest in the multiple co-benefits
of green infrastructure development: Integrating green
infrastructure into the design of streets, street networks and
open spaces is an effective way to enhance their flexibility
and multi-functionality. Indeed, creating networks of green
areas and green spaces will allow better responses to future
pandemics while also providing co-benefits for climate
change mitigation, adaptation and health by restoring and
regenerating natural ecosystems.

Embrace the “l15-minute city” concept as a model
for creating walkable, mixed-use and compact
neighbourhoods: As a new planning approach, the “15-
minute city” can guide the development of neighbourhoods
where residents can meet most of their daily needs within a
15-minute travel time on foot, cycle, micro-mobility or public
transport. Through the integration of green infrastructure,
this model can also provide multiple co-benefits for health,
equity, and climate change adaptation and mitigation.
It is, however, necessary to make sure that 15-minute
neighbourhoods do not exacerbate spatial inequalities in
cities by becoming enclaves for wealthy urbanites that fail to
integrate into the overall urban structure.

Urban actors must break down silos in pursuit of
integrated urban and territorial planning: Planning
should move away from silo-based approaches toward
integrated plans and policies that consider interactions
between multiple factors in a city region such as the
hinterlands and surrounding ecosystems. Such socio-
ecological approaches are more sustainable and resilient
against present and future adverse events.

)




As history attests, the productivity and resilience of cities
is undergirded by effective public health. Beyond hospitals,
medicines and vaccines, equitable provision of health-
promoting infrastructure such as green spaces, improved
housing, clean and safe drinking water, and extensive sewer
systems to safely dispose of human waste are necessary
minimum components for securing public health in urban
areas. While COVID-19 led to the first major global pandemic
in a century, the future portends more epidemics and
pandemics. Public health is now once again at the forefront
in envisioning the future of cities.

Urban health risks are multi-layered and change rapidly:
Since 2020, cities have had to grapple with more than just
COVID-19 as Ebola, bird flu, HIN1 flu, MERS, SARS and Zika
outbreaks occurred at different times and in different cities.
The HIV-AIDS epidemic continues to be of concern with
elevated rates of infection amongst marginalized groups such
as racial/ethnic minorities, migrants and intravenous drug
users. Moreover, climate-related risks are now increasingly
contributing to urban deaths and ill health. Annually, an
estimated 7 million people die prematurely due to air
pollution. Urban food system transformations towards ultra-
processed foods with high levels of fat and sugar have led to
the progressive increase of diet-related health risks and the
rising toll of non-communicable diseases in both low-income
and higher-income cities.

Inmany urban areas, the same health risks are experienced
and acted upon in different ways: These differences are
attributed to racial divides, gendered discrimination, xenophobia
and other sources of disadvantage. If left unchecked, these
health inequities could lead to the pessimistic or even high
damage urban future scenario. An improved understanding
of how multiple factors contribute to urban health disparities
at several levels and sites (including homes, workplaces and
neighbourhoods) is key to effective interventions that can avoid
entrenching urban health inequities.

Climate change is the foremost urban health threat and
risks leading to the high damage urban future scenario:
Climate change manifests in more frequent, intense and
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longer-lasting extreme weather events, particularly floods and
heatwaves. These and other disasters translate to complex
overlapping urban health burdens, starting with immediate
injuries, mortality, displacement and lost livelihoods amongst
affected residents. Broader impacts include rising levels of
urban water insecurity, increased rates of waterborne illness
and escalating food prices and food insecurity. Unabated, these
conditions create a fertile ground for the high damage urban
future scenario where health vulnerabilities are amplified, and
poverty and inequality persist over the long term.

The increase in mental related illnesses is a growing
urban health concern: Mental disorders are in the top
10 leading causes of disease burdens globally, and the
number of disability-adjusted life years (DALYs) lost due to
mental illness has increased by over 55 per cent over the
last two decades. Rising levels of depression, anxiety and
other mental health impacts have been linked to COVID-
19, particularly for essential workers, those with heightened
caring duties (especially women), racial/ethnic minorities
and other vulnerable groups.

The shift in armed conflicts to urban battlegrounds is
another growing concern that could lead to the high
damage scenario for urban futures: The use of heavy
weaponry in towns and cities inevitably leads to heavier
civilian casualties and destruction of interconnected basic
infrastructure such as water, sanitation, gas and electricity
lines leaving fragile communities highly susceptible to
infectious diseases. Further, armed conflicts disrupt health
systems including physical destruction of hospitals, flight
of healthcare workers and interruption of child vaccination
and communicable disease surveillance programmes. These
health systems require intense time and resource investments
to rebuild. Consequently, the occurrence of armed conflict
can lead to prolonged instabilities and intractable poverty as
resources are diverted away from development long after the
weapons are silenced.

If cities take the Health in All Policies Approach, they
can make progress on multiple SDGs: By mainstreaming
the Health in All Policies (HiAP) approach, cities can realize
multiple benefits and unlock synergies between health
and sustainable development pathways. Adding a health
perspective in urban decision-making can simultaneously
improve health (SDG 3), tackle poverty (SDG 1), foster
gender equality (SDG 5) and enhance access to clean energy
and climate-resilient infrastructure (SDGs 7 and 9).
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Local governments are best placed to design and
implement multisectoral approaches to -effectively
realize healthy urban futures: A multisectoral approach
is necessary because health is an essential component of
sustainable urbanization given its impact on and interrelation
with social, economic and environmental targets. Responsive,
accountable local governments play a pivotal role in
translating global and national targets to effective place-based
interventions that generate multiple co-benefits for health,
inclusion and climate change mitigation. Local governments,
however, need stable funding, long-term political support
and effective mechanisms for public engagement.

Ongoing disaggregated data collection is essential
for effective responses to future urban health risks:
Since urban health risks are multilayered and change
rapidly, policymakers require ongoing data collection with
attention to emerging and differentiated health challenges
in urban areas. Using disaggregated data to inform inclusive
interventions, policymakers can develop holistic multisectoral
initiatives that address complex urban health inequities
and support locally rooted solutions. City authorities can
leverage digital technology such as telemedicine and drones,
as well as community-led citizen science, to collect data from
marginalized and hard-to-reach groups to ensure they leave
no one behind.

Governments should provide universal health coverage
to strengthen future health system preparedness:
With the anticipation of future epidemics and pandemics,
inequitable access to quality healthcare compromises the
collective health and well-being for all. COVID-19 has
unequivocally demonstrated that in an interconnected
world, infectious diseases mock geographic, socioeconomic
and other privilege boundaries. As part of the new social
contract, governments should provide universal health
coverage that secures equitable access as well as sufficient
quality and affordability of healthcare for effective response
to urban health crises in the future.

Addressing mental illness is an urgent priority not
only for supporting health and dignity but also for
continued economic and social development: Improving
access to mental health programmes and developing holistic
strategies to address mental illness remain a key concern
globally, especially in the wake of COVID-19. Key priorities
for equitable, inclusive mental health initiatives include
additional investments that link mental health with universal
health coverage and primary healthcare interventions.
The new approach to mental health must move beyond
biomedical techniques and instead seek to address the
social determinants of health such as improving access to
urban green spaces and enhancing social cohesion, as well as
countering stigma facing those with mental illness.

XXvi



Chapter 8

Rethinking Urban Governance for the Future
of Cities

Whichever future urban challenge cities face, whether
it is poverty, health, housing or the environment, urban
governance always has a critical enabling role to ensure
that the capacities and resources of institutions and people
match their responsibilities and desires. Sustainable urban
development is not possible without effective multilevel
urban governance — including local governments, Ccivil
society and national governments. Governments have been
severely tested since 2020, which means now is the time to
rethink urban governance and put cities on the path to an
optimistic future scenario.

Key Findings

A spatial justice approach is essential to respond to
shocks: A spatial justice approach that includes vulnerable
residents in decision-making has proven to be essential
in responding to future global shocks. Cities with a more
equitable and accessible distribution of basic services were
better able to protect vulnerable and high-risk communities
from the COVID-19 pandemic. Cities with more autonomy in
local government are better positioned to respond to health
care crisis with contextualized knowledge and experiment
with different approaches and service delivery.

COVID-19 accelerated the digitalization of urban
governance: Physical distancing and lockdowns required
governments to rapidly scale up their use of digital technology
to conduct basic functions. This trend provides opportunities
for the future of urban governance as governments can
use new technologies to make data collection more
reliable, provide more open data, communicate better with
residents and improve service delivery. But cities also have
a responsibility to govern how new technologies are used
and work to eliminate the digital divide while protecting the
safety and privacy of residents.

City diplomacy and international city networks are
increasing in number and political potency: Cities and
subnational governments are reasserting themselves on the
international stage and supplementing national governments
where national frameworks are lacking. City diplomacy and
international city networks provide an emerging opportunity
for cities of all sizes and geographies to address transnational
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issues, as well as exchange experience and learn from each
other to adapt governance approaches to evolving future
challenges.

A lack of human and financial capacity continues to
strain sustainable urbanization: Cities, especially in
developing countries, continue to lack adequate capacity to
address current and future challenges. A lack of resources and
trained professionals limits the capacity needed to implement
transformative changes, while also creating conditions for
corruption. The future of multilevel governance relies on
effective decentralization of decision-making, enhancing
local fiscal autonomy and stronger links between national
urban policies and cities.

Civil society and participatory process are under
threat: While many cities are engaging in innovative
participatory processes, globally, the space for civil society is
shrinking. State-initiated participation can be tokenistic and
is often disregarded in crisis situations. Evidence of, or even
the perception of corruption, or mishandling of finances
undermines trust between the government and civil society.
If this trend continues, the future of cities will be more
authoritarian.

Key Messages

Future urban governance should institutionalize the
mindset of planning for shocks and disruptions: For
urban governance to be prepared for an age of global threats
and disruptions it will require collaborative and concerted
action to prepare processes and systems that can withstand
and recover from shocks in an effective and inclusive way.
There is a need to institutionalize planning frameworks
that incorporate disruptions as a central element and learn
from previous shocks and challenges. Effective multilevel
governance for disruptions needs to balance clear legal
frameworks with a flexible approach to new partnerships,
cooperation, solidarity and collective action within and
between state and non-state actors.

The need to build trust and legitimacy of institutions
is crucial for the future of urban governance: With the
anticipated rise in global shocks including climate, security
and public health crises, the need for trust and legitimacy of
institutions is crucial. With ever larger cities, the distance
between governments and their citizens has increased.
Effective =~ communication,  meaningful  participation
opportunities and accountability structures built into
integrated governance relationships are all necessary
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responses for addressing the trust equation. In light of the
digitalization of urban governance, maintaining privacy and
security of data should be a priority for maintaining trust.

The future of effective local government relies on well-
coordinated metropolitan governance: Future urban
areas are projected to grow far beyond the boundaries of
any particular jurisdiction, which necessitates new and
adaptable urban governance and management frameworks.
Metropolitan governance with institutionalized frameworks
has demonstrated an ability to optimize coordination, engage
secondary and rural communities, and create collaborative
approaches in mitigation, adaptation and recovery efforts.
The future of metropolitan governance, however, is plural:
there is no single metropolitan model of governance that
works everywhere. Metropolitan governance needs to
have adequate political and institutional legitimacy, clearly
defined roles and need capacity and resources that meet
their responsibilities.

National governments should enable better local
government finances to respond to the challenges
of urbanization: Effective models for collaborative
governance, financing and integrated development should
be responsive to ever-changing future conditions and needs.
Financial managers should resist parachuting normative best
practices into inappropriate contexts. Sustainable urban
development requires comprehensive and context specific
financial management that includes diverse sources of
funding. Clearer national regulation and more decentralized
governance plays an important enabling role to a financially
solvent urban future, making transfers to local governments
more regular and allowing cities to borrow and issues bonds.

The future of equitable service delivery relies on
governance through modes of co-production with
relevant stakeholders: Achieving equitable outcomes with
respect for human rights and the well-being of residents will
require urban policymakers to re-envision their relationship
with the public. Governments need to fully acknowledge
and invest in slum dwellers and their organizations as true
development partners. Special attention must be paid to
underrepresented groups and co-create strategies such as
re-municipalization, community-led finance and forms of
co-production of urban services. Civil society has different
roles—as service providers, agents for civic engagement and
enforcers of social accountability, and as financiers through
philanthropy—and the future of urban governance needs to
ensure regulation better reflects the different roles they play
in society.
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Chapter 9

Innovation and Technology: Towards
Knowledge-Based Urban Futures

Advances in technology and urban futures are inextricably
linked. The future of cities will be knowledge-based,
driven largely by innovation and the widespread use of
new technologies and digitization of virtually all facets of
urban life. Technological innovations define the twenty-first
century. Cities are going through a wave of digitalization
that is reshaping how urban dwellers live, work, learn and
play. Technology holds great promise for improving urban
livelihoods, but there are also risks that smart city technology
will invade privacy. Cities, meanwhile, are competing for
innovation-based businesses in a race that will create both
winners and losers in urban futures.

Key Findings

Innovation and technology play an increasingly central
role in planning for urban futures: This arises from
rapid advances in technological developments, the pace of
urbanization, and the scale of urban challenges requiring
systemic responses. Urban innovation extends beyond
technology: it also encompasses social and organizational
innovation, which recognizes the important contribution
of civic organizations and community groups to urban
development, and the benefits of more open and collaborative
local government.

Digitalization and automation are transforming urban
economies: Smaller cities and suburban areas may benefit
from the shift towards hybrid working (accelerated by the
COVID-19 pandemic). Larger cities may be less exposed to
the impacts of automation, given the concentration of highly
skilled professionals. Significant changes in the mix of job
occupancies can be expected in the formal economy in
both developed and developing countries. Some cities offer
re-skilling programmes to prepare residents for the future
of work. In informal economies, digitalization may provide
significant opportunities.

The urgency to decarbonize urban econormnies is driving
the convergence of green and smart technologies: A
key feature of smart environmental technologies is their
suitability for flexible, modular designs and local adaptations.
The benefits include sustainable energy production, improved
resilience and financial incentives (e.g. feed-in tariff) for



residents. The trend towards more localized applications
highlights the importance of on-the-ground partnerships and
community buy-in.

There is a rapid growth in the demand for smart city
technology: The demand for smart city systems and solutions
is estimated to increase annually by 25 per cent, with an
overall market value of approximately US$517 billion. This
is driven by governments investing in technology to meet
the demands of an urbanizing world. This also based on
rapid advancements in digital and connected technologies
and their ubiquity in everyday life. The speed with which
cities are adopting smart technology is illustrated by strong
demand for Internet of Things technology, with over 20 per
cent annual growth forecast for the coming years. Similarly,
blockchain technology is predicted to grow by over 30 per
cent in the next few years. Artificial Intelligence technologies
are increasingly deployed by municipal governments in the
form of virtual agents like chatbots.

Technological advances risk exacerbating existing,
and generating new, socioeconomic inequalities: The
digital divide tends to adversely affect women, the elderly,
ethnic minorities and immigrants most acutely. Cities can
mitigate this with measures include providing affordable
Internet access, skills training and community support.
An environmental divide occurs when urban sustainability
initiatives disproportionally benefit middle-class residents.
Cities are faced with a series of complex ethical, legal,
and technical issues through the introduction of frontier
technologies, such as drones and autonomous vehicles. This
requires careful assessment. Several initiatives have been
put in place to mitigate the risks of digitalization and other
technological innovations.

Key Messages

Innovation practices need to be tailored to local
contexts: Smaller cities, and cities in emerging and
developing countries, may need alternative approaches to
innovation than those pursued by world cities and major
metropolitan regions. Cities can use their convening power
to nurture a culture of innovation with a focus on addressing
major urban challenges. Innovation should be approached
more broadly than traditional research and development by
involving a wider range of stakeholders, including civil society
organizations and community groups. City governments can
lead by example, by innovating in more open, collaborative,
and inclusive planning and decision-making.

Envisaging the Future of Cities NN

City governments should embrace low-carbon
technology but mitigate negative environmental effects:
The combination of green and smart technologies creates
new opportunities for small-scale and small-grid, modular,
and flexible systems and applications. Together with their
relative affordability, this can benefit communities, towns
and cities with limited financial and infrastructural resources.
But cities need to consider the negative environmental
externalities when investing in low carbon and digital and
connected technologies. This includes environmental
problems associated with the mining of rare earths (e.g.
lithium for batteries), toxic electronic waste and high energy
consumption of some technologies (e.g. blockchain).

Local governments need to prepare their economies for
the effects of advancing autornation and digitalization:
This includes taking an active approach to digital (labour)
platforms, if necessary, with appropriate regulation to address
the problem of precarious work. There is an important
agenda for skills development and training, to counter the
risk of growing social inequalities and exclusion arising from
technological advances. This should particularly focus on
those on the wrong side of digital and environmental divides.
Mobilizing community members as trainers can be useful,
for example in informal settlements.

Cities can use digital tools innovatively to improve
the provision of public services and local decision-
making: To avoid top-down, one-way communication, digital
tools need to be inclusive, collaborative and empowering.
Their use needs to align with wider offline decision-making
structures and processes. While full technological sovereignty
may be out of reach, city governments have an opportunity
and responsibility to co-determine how innovation and
technology are designed for, and applied in, cities. They
should initiate, and participate in, technology assessments,
and involve other urban stakeholders in the process.
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Any scenario of urban futures outlined in this Report
will face unexpected shocks and stresses. Will a given
city collapse like a house of cards or withstand whatever
unpredictable future comes their way? The answer to that
question lies in a city’s resilience, a capacity that bookends
all of the discussion up to this point. A key message
running through this Report is that building economic,
social and environmental resilience, including appropriate
governance and institutional structures must be at the
heart of the future of cities. Cities that are well-planned,
managed, and financed have a strong foundation to prepare
for such unknown future threats. Moreover, cities that are
socially inclusive and work for all their residents are also
better positioned to face environmental, public health,
economic, social and any other variety of shock or stress, as
cities are only as strong as their weakest link.

Resilience thinking has embraced the “building back
differently” mentality: The schools of thought on urban
resilience continue to evolve and now emphasize the
importance of positive change in recovery processes to
reduce urban poverty and inequality as key determinants of
vulnerability and risk exposure. This means addressing the
spatial and environmental as well as social inequality and
injustice that are reflected in the urban built environment.

Resilience practitioners can benefit from several
diagnostic, monitoring and evaluation frameworks:
The most widely used of these tools is the City Resilience
Index. These frameworks examine the economic, social,
environmental and institutional dimensions of resilience.
However, addressing these dimensions separately risks
negative trade-offs. Maximizing added value and prospects
for success therefor requires integrated and holistic policy
and practice, as emphasized through the analysis of good
governance and integrated, holistic policy and planning,.

There is no either/or dividing line between incremental
and transformational change in human settlements:
If the current context has clearly prevented a step-change
to transformational adaptation, it is unlikely suddenly to
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become feasible and be initiated without substantive reform
or realignment of governance institutions and processes.
Moreover, such changes are often complex, messy and
slow. Conversely, substantive gains can be made under
broadly existing arrangements, promoted by appropriate
champions among officials and elected representatives, and
that do not demand unrealistic institutional reinventions as
a prerequisite.

Science and technology are evolving rapidly and
opening new possibilities for positive change: However,
the equity and justice dimensions to such technological
deployments are often overlooked. Who benefits and who
suffers when constraints are introduced? The costs and
benefits of specific technologies or an entire technology-
driven package like smart cities, when introduced into
particular contexts, need explicit inclusion in planning,
decision-making and monitoring.

Effective urban resilience capacity building requires
mainstreaming across local government: Proactive
climate change, vulnerability and disaster risk reduction and
pandemic response policies cannot be undertaken as add-ons
to other work or concentrated in one specific department,
but rather must be incorporated into the annual and multi-
year workplans and design standards of all departments.
In turn, this requires effective forward-looking design and
planning frameworks that factor in local forecasts of future
climatic, environmental and public health conditions so that
infrastructure, buildings and services are built or retrofitted
to appropriate standards to withstand best estimates of
conditions that will prevail over the coming decades.

Governments already have a roadmap to urban
resilience in the global sustainable development
agenda: The multilateral system has laid out a framework
for achieving urban resilience in the form of the SDGs, the
New Urban Agenda, Sendai Framework for Disaster Risk
Reduction, the Addis Ababa Action Agenda and the Paris
Agreement on Climate Change. Together these documents
provide a coherent framework for integrated, multi-level
action that recognizes the importance of subnational entities,
particularly local governments, in building resilience.

Building substantive urban resilience must be
multisectoral, multidimensional and multi-stakeholder-
The process of making cities more resilient only works if it
is forward-looking, inclusive of all stakeholders (including



the marginalized and poor) and proactive. It also provides
an integrated investment in preparedness and building back
differently, not just building back, or building back better
along the same lines that perpetuate existing inequalities
and injustice. Hence, as with sustainability, resilience is
about increasing equity while reducing poverty and injustice.

Policymakers must match urban risk assessments
with appropriate solutions: Cities face a diverse range of
hazards, including but not limited to pandemics and climate
change, and must create accurate, localized and downscaled
assessments of those threats. But without appropriate
remedial steps, cities risk leaving their citizens despondent.
Furthermore, short-term plans and interventions, such as
those within a single planning, budget or electoral cycle,
must align with those for the medium and longer terms,
which are the relevant time horizons for addressing structural
inequalities and so-called “wicked” challenges like building
sustainability and resilience.
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Visioning and implementation of urban resilience
plans must prioritize the poorest and most vulnerable
communities: These categories of urban residents face the
brunt of hazards and risks due to their location, as frequently
they are confined to less desirable and more risky urban
land. Such populations are disproportionately experiencing
cascades or chains of increasingly frequent and often
severe impacts that are compounding their vulnerability by
undermining their assets and resilience.

Building urban resilience will not succeed without
public participation: Resilience is not a top-down process
butratherabottom-up one, and any effort to prepare resilience
plans, draft policies or implement projects will have greater
prospects for success if undertaken using active participatory
methods so that all residents and stakeholders are involved
in planning and decision-making. Through co-production and
co-design of resilience, residents will develop a shared sense
of ownership alongside local government.
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Chapter 1:

The Diversity of Cities and
Visions for Urban Futures




The Diversity of Cities and Visions for Urban Futures IS

Quick facts

1. Cities are here to stay, and the future of humanity is undoubtedly urban, but not exclusively
in large metropolitan areas.

2. Urbanization will continue to be a transformative, but uneven process that will require
differentiated responses depending on the diversity of the urban context.

3. The worst-case scenario of urban futures will have disastrous consequences for cities;
thus, resulting in economic uncertainties, environmental challenges and exacerbate existing
vulnerabilities.

4. A business-as-usual approach will result in a pessimistic scenario of urban futures
characterized by the systemic discrimination and exclusion of the poor in urban agendas.

5. With concerted policy action, it is possible for cities to avoid either of the high damage or
pessimistic scenarios and instead emerge into a more optimistic urban future.

Policy points

1. The emergence of urbanization as a global mega-trend is intertwined with the existential
challenges that the world has faced in the last 50 years.

2. Building economic, social and environmental resilience, including appropriate governance
and institutional structures, must be at the heart of the future of cities.

3. The disruptive nature of COVID-19 and the emerging global uncertainties are all stark
reminders that urban areas need to be prepared for an ever-changing and unpredictable
future.

4. Any vision for an optimistic future of cities must embody a new social contract with
universal basic income, health coverage and housing.

5. Localizing the New Urban Agenda and SDG 11 is the most promising pathway to the
optimistic scenario of urban futures.

selidien  Jobdlabvs
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1.1 What Futures for Cities?

Policymakers, researchers and urban residents have long been
preoccupied with the future of cities, particularly in charting
the divergent demographic, economic, social, environmental
and policy pathways that will lead towards more sustainable
outcomes.! This preoccupation is due to a greater recognition
in the multilateral system of the role that urban areas play
in securing sustainable futures across a range of key global
issues, including climate change, inclusive economic growth,
poverty eradication, housing, infrastructure, basic services,
productive employment, food security and public health.2
Analysis of a range of urban futures offers an investigative
and diagnostic view on how cities can be prepared for an
ever-changing world. Such analysis can also explore the
drivers and scenarios behind the aforementioned pressing
global challenges, all of which have an increasingly urban
dimension.

Recently, the future of cities agenda has assumed a greater
level of importance and urgency given the disruptive impacts
of COVID-19 and its implications for urban areas.3 In this
regard, governments, international agencies, the private
sector and scholars, among others, are critically examining
what the future of cities portends in the aftermath of COVID-
19.4 While the early days of the pandemic in 2020 created a
temporary crisis of confidence in the urban future as many
of the world’s largest cities saw their populations shrink
and their residents disappear from public spaces, a broad
consensus is that urbanization remains a powerful twenty-
first century mega-trend. Indeed, there is now an emerging
sense of optimism that the crisis may provide us with the
opportunity to build back better, stronger, more inclusively,
greener and safer based on the impacts and lessons learned
from the pandemic. COVID-19 provides the opportunity to
look back, correct past mistakes and transform cities globally
for future resilience, inclusion, green growth and economic
sustainability.>

In casting an eye on the future, we must also establish crucial
links with the past. That imperative compels us to embrace
the overarching role of multilateralism, especially the
interrelationship between the various development agendas
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The future of cities agenda

has assumed a greater level of
importance and urgency given the
disruptive impacts of COVID-19 and
its implications for urban areas

adopted in the last decade, in the quest to find long-term
solutions to global challenges such as the ongoing pandemic,
climate change, inequality and rising poverty. Since 2020,
armed conflict has also taken centre stage among pressing
challenges that impede sustainable urban development.
Years old conflict has persisted in Syria and Yemen, while new
conflicts have flared up in Ethiopia, Myanmar and Ukraine.
The seizure of power in Afghanistan by the Taliban in 2021
was also tumultuous for human settlements across the
urban-rural continuum. These conflicts are reminders that
the spectre of war remains an enduring threat even in the
twenty-first century. Ultimately, however, the lessons from
the pandemic offer an opportunity to reflect on the role of
local governments in driving the direction of city diplomacy
amid global systemic disruptions.6 The world must maintain
its focus on delivering the global development agendas and
local governments are key players at the forefront of that
effort. Local governments have not only embraced these
agendas, but they were actively involved in their negotiation.”

Since 2020, armed conflict has
also taken centre stage among
pressing challenges that impede
sustainable urban development

The emerging “new normal” seeks to brings us closer to
the solutions and behavioural changes that address the
structural problems of the past and set us on the path to
a more sustainable future. For instance, the short-term
environmental gains that accompanied the lockdown during
the peak of the pandemic in 2020 are an indication of the
willingness of people to comply with government directives
and alter their behaviour for the common good. Urban areas
are best placed to foster the behavioural and lifestyle changes
that are necessary to ensure the transition to resilient and
sustainable urban futures. Cities remain central to the
sustainable development trajectory as planned urbanization
provides the foundation, institutions and prosperity that are
crucial in the efforts to build back better, more inclusively,
greener, safer and smarter.

Most cities are not able to meet the triple objective of
being economically productive, socially inclusive and
environmentally sustainable.® Consequently, transformation
in cities and communities along certain priority areas are
required to achieve the Sustainable Development Goals
(SDGs). These priorities include ensuring access to a clean
water supply, functional sanitation, and appropriate sewage
and waste disposal; providing sustainable and efficient



mobility; promoting more compact, safe and healthy
settlements; and enhancing resilience against climate
change, extreme weather events and disease transmission.?
All of these priorities resonate with measures taken to
mitigate the impacts of COVID-19 and achieve more
sustainable urban futures.

The United Nations gave us a glimpse into the future in
2014 when it collated 202 contributions from scientists in
response to the question “What do you think the world will
be like in 2050?” These responses were synthesized to 95
ideas and the scientists were invited to vote on their ideas.
Table 1.1 shows the top 15 ideas that were voted as the
likely futures if the world continues in the business-as-usual
historical path of incremental improvements in reaction
to perceived crises, instead of a shift towards a long-term
perspective anticipating the troubles ahead.!9 The standout
ideas are accelerating climate change, inequality, poverty and
unsustainable consumption of natural resources. Many of
these issues are unfolding in urban areas (as indicated in the
shaded areas of Table. 1.1), which account for 56 per cent
of the world’s population. In just six years, many of these
anticipated future outcomes have been accelerated by the
impacts of the COVID-19 pandemic.
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From a demographic perspective, a glimpse into the future,
points to a world that will continue to urbanize over the
next three decades — from 56 per cent in 2021 to 68 per
cent in 2050, with urban areas absorbing virtually all the
future growth of the world’s population (Figure 1.1).!!
Whatever urban-to-rural migration occurred temporarily
during the COVID-19 pandemic is not forecasted to alter the
fundamental reality of a predominantly urban world. This
trend line implies that the level of urbanization will increase
by 12 percentage points over the next three decades, which
translates to an increase of 2.2 billion urban residents, with
most of these living in Africa and Asia. All regions of the
world are expected to become more urbanized in the next
30 years, although highly urbanized and more developed
regions are expected to stabilize or experience a decline in
the rate of urban growth. Unequivocally, this tells us that
cities are here to stay, and that the future of humanity is
undoubtedly urban, but not exclusively in large metropolitan
areas (Chapter 2).

The increase in urbanization is intertwined with the
existential challenges that the world has faced in the last
50 years.!2 These challenges include long-term stresses like
climate change and income inequality, as well as immediate

Table 1.1: Top 15 crowdsourced answers to the question "What do you think the world will be like in 2050?"

Global collapse of ocean fisheries before 2050 90
Accelerating climate change 89
There will be increasing inequity, tension and social strife 86
Global society will create a better life for most, but not all, primarily through continued economic growth 86
Persistent poverty and hunger amid riches 86
Humanity will avoid “collapse induced by nature” and has rather embarked on a path of “managed decline” 83
Two-thirds of world population will be under water stress 83
Urbanization will reach 70 per cent (+2.8 billion people in urban areas, -0.6 billion in rural areas) 83
The number of people going hungry will be reduced by 500 million people, still leaving 250 million with insufficient food 83
Continued lack of understanding of the complex non-linear dynamics of ecosystems 80
Food production peaks around 2040 at a level 60 per cent above today's current levels, in terms of tonnes of food per year 75
Gross world product keeps growing until the second half of the twenty-first century, but at an ever-decreasing rate 75
Temperatures and sea levels will continue rising, as will the share of renewable energy use 75
Massive human interference with phosphorus and nitrogen cycles well beyond safe thresholds 75
Greenhouse gas (GHG) emissions will increase by 70 per cent, from 48 to 83 GtCO2-equivalent. Most of the increase will be in Brazil, Russia, India, 75

China and South Africa (BRICS).

Source: UNDESA, 2014a.
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Figure 1.1: Urban and rural population of the world (1950-2030)
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shocks. The risk of zoonotic viruses came to the forefront with
the COVID-19 pandemic, which triggered the worst public
health crisis in a century and the worst economic recession
since the Great Depression. The armed conflict in Ukraine
that began in February 2022 has led to the most destructive
urban warfare since World War II. These challenges will leave
their imprints on the future of cities in different ways. The
concentration of greenhouse gases as measured by carbon
dioxide, driven mainly by human activities, especially the
burning of fossil fuels, has been increasing since 1958 and
currently stands at 413.64 ppm.!3 The Intergovernmental
Panel on Climate Change (IPCC) report Climate Change
2021: The Physical Science Basis notes that global warming
of between 1.5°C and 2°C will be exceeded during the
twenty-first century unless net carbon emissions decline by
45 per cent by 2030 based on 2010 levels.!4 This report
was a call to action for sustained reduction in the use and
production of fossil fuel and massive investments in clean
energy projects and infrastructure to the tune of US$4
trillion annually by 2030 to get the world on track for net
zero emissions by 2050.15

However, current plans by governments to produce fossil
fuels up to 2030 are incompatible with limiting global
temperatures to 1.5°C. Global energy markets have been
in flux since Russian military operations in Ukraine began
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and the long-term consequences of that conflict remain to
be seen. Many countries have sighalled their intention to
stop importing Russian oil and gas, but it as yet unclear
if this geopolitical shift will accelerate the adoption of
renewable energy or shift consumption to other sources of
fossil fuels. Regardless of recent events, Chapter 5 notes
that the transition to net zero is marked by lack of ambition
and policy pitfalls. The assessment of recent national
energy plans and projections shows that governments are
in aggregate planning to produce around 110 per cent
more fossil fuels in 2030 than would be consistent with
limiting global warming to 1.5°C, and 45 per cent more
than would be consistent with limiting warming to 2°C, on
a global level.16 By 2040, this excess is expected to grow
to 190 per cent and 89 per cent respectively. While many
governments have pledged to lower their emissions and
even set net zero targets, they have not yet made plans
to wind down the production of the fossil fuels, which
generate most emissions.!”

Current plans by governments to
produce fossil fuels up to 2030 are
incompatible with limiting global
temperatures to 1.5°C
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We have also witnessed continuous growth in the world
economy: doubling since 2000 to US$66.2 trillion in 2010
and increasing to US$84.7 trillion in 2020.18 At the same
time, inequality, which has been increasing for more than
70 per cent of the world’s population,!9 is expected to rise
further on account of the impacts of COVID-19. Growing
inequality in the face of increasing global income is an
indication that the gains in real income have been beneficial
to the very wealthy in all countries and to the rising middle
class in developing countries.20 The bleak prospects for low-
skilled workers and young people in the labour markets of
low-income countries in the aftermath of COVID-19 point
to increasing levels of inequality and higher vulnerability to
extreme poverty; as between 65 and 75 million more people
are estimated to fall into extreme poverty in 2021 compared
to pre-pandemic projections.2! High rates of inflation globally
as well as disputed food supply chains due to the conflict in
Ukraine are putting further strains on the lowest rungs of
the economic ladder. We cannot envision a bright future for
cities when inequality appears to be on the rise globally and
extreme poverty looms in certain regions. Chapter 3 discusses
what needs to be done to prevent poverty and inequality from
becoming permanent features of the future of cities.

Rapid urbanization and the globalized nature of cities
have added new layers of urban health risks as the world
has increasingly witnessed the spread of zoonotic diseases
such as avian influenza, severe acute respiratory syndrome
(SARS), Ebola and most recently, COVID-19. As cities seek
to recover from the impacts of the pandemic, the UN-Habitat
report Cities and Pandemics: Towards a More Just, Green
and Healthy Future makes a case for a new social contract in
the form of universal basic income, universal health coverage
and universal housing.22 This proposal is further discussed in
this chapter and in Chapter 3.

Demographic responses to COVID-19 indicate a new pattern
of secondary cities as subregional hubs that connect the 62
per cent of the world’s population living in smaller cities,
towns and rural areas with the 22 per cent that live in
larger metropolitan regions.23 Following the outbreak of
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the COVID-19 pandemic, many urban dwellers, especially
those in large cities, fled. More affluent residents retreated
to second homes in the countryside. Middle-class families
moved to smaller towns that offered more affordable housing.
Low-income residents saw service sector jobs decimated and
left in search of economic opportunity. The cumulative effect
was a net decline in major cities. For example, United States
Census data shows the largest net declines in population
from 2020 to 2021 were in Los Angeles County (179,757)
and Manhattan (113,642).24 Although such net population
declines might be temporary, this reshuffle has implications
for the role secondary cities can play in the future as more
workers in knowledge-based fields work remotely or adopt
hybrid modes of working.

This territorial reorganization raises the question of what
will happen with small- and medium-size cities as they
become increasingly important in the regional landscape?
Will accelerated digitalization prompted by the COVID-19
pandemic undo the economic advantages of large cities?2>
On the contrary, can economies of scale and agglomeration
effects show their capacity to re-energize new urban
activities in the aftermath of shocks and threats?

These concerns raise key questions about the future of cities,
especially the kind of cities needed to support humanity
in a predominantly urban world. How do we envisage and
reimagine the future of cities? What do we want our cities
to look like? What are their different possible transitions and
trajectories? What are the possible scenarios for growth and
development? What are the most desirable outcomes and the
likelihood of achieving them?

1.2 Pandemic Lessons for the Future of
Cities

The disruptive nature of the COVID-19 pandemic is a stark
reminder that urban areas need to be prepared for dynamic
and unpredictable futures. The pandemic clearly exposed
the soft underbelly of cities and their vulnerability to
shocks. Cities across the world were totally unprepared for
the magnitude of the economic and social impacts of the
pandemic. We live in an age of global threats and disruptions
that require concerted action, which can only be achieved
in the spirit of solidarity and cooperation, as no single
government or multilateral agency can address such threats
alone.2¢ The world must therefore be better prepared to
predict, prevent, detect, assess and effectively respond to
threats in a highly coordinated manner.2?
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I Box 1.1: Five lessons from the COVD-19 pandemic

Reflecting on the nature of and responses to the COVID-19 pandemic helps us filter some key lessons for the urban world, which
is likely to witness other epidemics and even pandemics in years to come. As such, cities must be prepared for a dynamic and
unpredictable future.

i. The pandemic crossed territorial boundaries despite border closures. Geographic exclusion and social privilege had limited
efficacy. Highly contagious disease teaches us that a threat anywhere is a threat everywhere. Effective response to a global threat
calls for multilateral collaboration that complements and reinforces national and local efforts in a spirit of solidarity, mutual
respect and cooperation.

ii. The pandemic reminded us that well-planned cities can better manage contagion when they provide density without residential
overcrowding, enhance accessibility, limit urban sprawl and provide room for public green spaces. Integrated urban planning
that promotes socio-spatial equity and green, well-provisioned neighbourhoods for people’s health and well-being is critical for
adaptation and resilience for the future.

iii. No one level of government and no single ministry, department or agency was able to address the pandemic on its own. The most
effective and efficient urban governance framework in the face of dynamic, unpredictable urban futures proved to be multilevel
governance with multi-stakeholder collaborations from the micro level (neighbourhood) to the meso level (sectoral) to the macro
level (regional to global).

iv. Effective responses defined the pandemic on a broader perspective beyond the health domain, recognizing the socioeconomic,
political and built environment factors that aggravated risks and vulnerabilities. Socio-spatial inequalities manifest in the
urban services divide, which presented nodes of weakness in curbing the spread of the virus. Bridging the gap and addressing
multidimensional urban poverty and inequalities in access to water, sanitation, basic health, adequate housing and digital tools
are crucial for building resilient urban futures.

v. The post-pandemic city is not the same as the future city. While emergency responses to the pandemic offered us a glimpse of a
radical shift in daily urban life, their social and environmental benefits were short-lived. Realizing the green, inclusive, sustainable
urban futures will require deliberate long-run transformative interventions closely attuned to the demands of local contexts and

backed by adequate resources.

The pandemic revealed and amplified long-standing
weaknesses in the social structure of cities, resulting
in disproportionate impacts on specific segments of the
population, especially vulnerable and marginalized groups.
Key lessons emerging from the COVID-19 pandemic are that
urban areas must invest in preparedness, which requires
developing the economic, social, environmental and
institutional resilience to respond to a wide range of shocks,
including having contingency plans for the most vulnerable
groups (Box 1.1).28

If the world were to experience another pandemic or major
threat in the future, would urban areas be sufficiently
prepared to respond based on the lessons learned from the
COVID-19 pandemic? Would cities have developed a robust

system of resilience to respond to and withstand such a
threat? To meet this challenge, urban futures must reduce
inequality and poverty; foster productive and inclusive
urban economies that provide opportunities for all; and
adopt environmental policies and actions that mitigate and
adapt to climate change, promote clean energy and protect
ecosystems — all of which are facilitated by responsive
planning and governance systems in which with finance,
innovation and technology play overarching roles.

The unpreparedness of cities to address pandemics and
related shocks is an indication that the current process or
model of urbanization is inadequate on several grounds.
In many contexts, the outcome of this process of
urbanization is environmentally, socially and economically
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unsustainable.2? Under such conditions, the process is, to
some extent, dysfunctional and even erodes the inherent
value of urbanization.39 Disease modellers are quick to note
that COVID-19 will not be the last pandemic that cities will
face; new outbreaks of other pandemics and major health
emergencies will occur3!; cities will experience recessions,
natural disasters, armed conflict and social unrest, among
other shocks. As has often been repeated over the last two
years: a threat anywhere is a threat everywhere and no one
is safe until everyone is safe.32

Our urbanizing world must be adequately equipped to
respond effectively to a broader range of shocks and ensure
the transition to a more equitable, inclusive, green, resilient
and healthy future. If not, millions of city dwellers in different
parts of the world will continue to live in a future that is
unfolding without the necessary scaffolding against the many
threats to humanity that eclipse their dream of a better urban
future. It is therefore in the interest of countries that urban
futures embody a well-functioning system of cities alongside
institutions that can cope with future crises and prepare for a
societal reset. Such cities can help galvanize resources from
multiple sources to invest in robust health infrastructure as
part of city resilience development programmes, including
urban development, management and governance.33

The pandemic has raised the profile of cities even further as
being key to building more resilient and inclusive societies,
and central to countries’ recovery strategies.34 Beyond

the primary concern of the public health emergency and
containing the virus to protect societies, as shown in Chapter
7, the pandemic has compelled cities to reconsider how spaces
are planned and used, how services are delivered and how
equitable development and economic growth can be resumed
to achieve more just, inclusive and equitable societies.

The future of cities is one that should embody the
fundamental principles of human rights, greater equality,
trust, compassion and solidarity. Building economic,
social and environmental resilience, including appropriate
governance and institutional structures, must be at the heart
of the future of cities. Economic resilience with new fiscal
sustainability frameworks, societal resilience with universal
social protection schemes, climate resilience with greener
investments and stronger multilevel collaboration to confront
future shocks — these elements must be the main building
blocks of a resilient future that can withstand and respond to
the various threats and shocks that urban areas face.

1.3 The Diversity of Urban Futures

The future of cities is inextricably linked to the diversity or
plurality of the urban context, which varies in terms of the
nature and scale of urbanization, demographic size, socio-
spatial configuration of settlements, economic composition
and linkages to the global economy, degree of informality,
culture, local challenges, and local political and institutional

Table 1.2: Urban population and level of urbanization (2015-2050)

Regn ban popiston o)

2015 2020 2025 2030 2035 2040 2045 2050 | 2015 2020 2025 2030 2035 2040 2045 2050

World 3981 4378 4774 5167 5555 5938 6312 6680 | 539 562 583 604 625 645 664 684
More developed 979 1003 1027 1049 1070 1090 1108 1124| 781 791 802 814 827 84 854 866
regions

Less developed 3002 3375 3747 4117 4485 4847 5204 5556 49 517 543 567 59 613 634 656

regions

Africa 491 587 698 824 966 1125 1299 1489 | 412 435 459 484 509 536 562 58.9
Asia 2119 2361 2589 2802 2998 3176 3335 3479 48 51.1 54 56.7 59.2 61.6 63.9 66.2
Europe 547 556 565 572 580 587 593 599 739 749 76.1 775 79 80.6 822 83.7
Latin America and 505 539 571 600 626 649 669 685| 799 812 824 836 847 858 869 87.8
the Caribbean

North America 290 304 319 334 349 362 375 386 | 816 826 836 847 88 869 88 89
Oceania 26 28 30 32 34 36 39 4 68.1 682 685 689 694 702 711 72.1

Source: UNDESA, 2019b



Table 1.3: Urban rate of change 2015-2050
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- Average Annual Rate of Change of the Urban Population (per cent) Entire Period
Region

2015-2020  2020-2025  2025-2030  2030-2035  2035-2040  2040-2045  2045-2050 m

World 1.90 1.73 1.58 1.45 1.33 122 1.48
More developed regions 0.50 0.46 0.44 0.40 0.36 0.32 0.28 0.39
Less developed regions 2.34 2.09 1.88 1.7 1.56 1.42 1.31 2.09
Africa 3.58 3.44 3.32 3.19 3.04 2.89 2.71 3.7
Asia 2.16 1.84 1.58 1.35 1.15 0.98 0.84 1.41
Europe 0.35 0.30 0.28 0.26 0.25 0.22 0.17 0.26
Latin America and the Caribbean 1.30 1.15 1.00 0.85 0.72 0.59 0.47 0.87
North America 0.95 0.96 0.92 0.84 0.75 0.67 0.62 0.82
Oceania 1.42 1.30 1.24 118 1.15 112 1.07 0.89

Source: UNDESA, 2079b.

systems.3> Every major region of the world has its unique
features and development outcomes, which must be reflected
in polices for achieving better urban futures. Ideally, this
diversity implies that every city will have to design its future
journey to reflect the unique combination of opportunities
and constraints that it faces.30 Urbanization will continue
to be a transformative, but uneven process that will require
differentiated responses. At the same time, there are areas
of convergence across the urban context. Cities create
wealth, enhance development, fulfil aspirations, harness
human progress and increasingly deploy new technologies
to address diverse challenges. The future of cities should
reflect to varying degrees the challenges and opportunities
that cities face.

This section explores the diversity of urbanization in different
contexts with a view to drawing out the implications for the
future of cities. The issues to be addressed in the future
of cities can be classified into two broad categories: those
that affect developed and developing countries. There are
overlaps within such simplified categorization, which is not
intended to be exhaustive but rather illustrative of some
of the trends and challenges of the diversity of the urban
context in different settings to which the future of cities
must address.3”

1.3.1 The state of urbanization in developed
regions

While the global urban transition witnessed over the last three
decades has been phenomenal, the level, pace and processes
driving urbanization are uneven across the world. The
process of urbanization is much advanced in the developed

regions of the world where 79 per cent of the population
reside in urban areas (Table 1.2). This trend will continue,
albeit slowly, as 87 per cent population is expected to be
urban by 2050. While the level of urbanization in developed
countries is high, the rate of urban population growth is
low, declining and even negative in some countries. Urban
population is expected to grow at 0.46 per cent annually
between 2020 and 2025 and 0.40 per cent between 2030
and 2035 (Table 1.3).

Current and expected urban growth in the developed world
will be driven partly by international migration, mainly from
developing countries, which accounts for about one-third of
urban growth,38 and for 55 per cent of the global migration
stock.39 This trend will continue into the foreseeable
future since the population in most developing countries is
expected to increase in the decades to come, thus placing
migration pressure on future generations.40 Increasing waves
of international migration have meant that urban areas in all
parts of the world are increasingly becoming multicultural,
which both enriches cities and brings new challenges.

While cities can generate a lower ecological footprint per
capita when they follow compact urban development
patterns, the high rates of urbanization in developed regions

The future of cities should
reflect to varying degrees the
challenges and opportunities
that cities face
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do not always translate to environmentally sustainable urban
form. Urban areas in developed regions, particularly the
US, have the largest ecological footprints in the world. High
levels of resource consumption, widespread dependence on
private automobiles, large-scale waste generation and low-
density suburban sprawl eroding agricultural land are all key
environmental issues for the future of cities in developed
regions. Urban densities in developed countries have been
declining, thus aggravating the problem of urban sprawl.4!
Findings from a global sample of cities with over 100,000
inhabitants show that between 2000 and 2015, the physical
extent of urban areas in North America and Europe grew
much faster than their population, thereby consuming more
land for urban development.4? This trend has profound
implications for energy consumption, greenhouse gas
emissions, climate change and environmental degradation.

1.3.2 Urban priorities for the future of cities in
developed countries

The urban conditions, trends and processes in developed

countries suggest certain key issues that should be addressed

in the transition to more sustainable urban futures. These

are highted below and discussed in greater detail in different

chapters.

Inequality and social exclusion

Over the past four decades, rising inequality especially in
urban areas has been widespread in developed countries.
Consequently, social exclusion, urban segregation and
persistent pockets of destitution and poverty are increasingly
common features in cities of developed countries (Chapter
3). Nonetheless, levels of inequality in developed countries
are generally lower than in developing countries, which
indicates greater access to public goods and services and the
existence of institutions that implement more egalitarian
polices. While the levels of inequality across Western Europe
have been widening since the 1980s, this region remains
the most egalitarian in the world. Conversely, the US has the
highest income inequality among developed countries and is
currently experiencing its highest levels of inequality in the
last 50 years.#3 The most unequal US cities have become
more unequal, as eight of the ten most unequal cities
experienced an increase in their Gini coefficients between
2010 and 2018.44

' ' —

, Over the past four decades, rising
inequality especially in urban
areas has been widespread in

L .
“ developed countries

11

A key issue to be addressed in cities of developed countries
are manifestations of the various forms of exclusion and
marginalization that migrants and other minority groups
face, many of which have been worsened by the impacts of
COVID-19.45 Developed countries can address the systemic
inequality in urban areas through a wide range of policies
aimed at creating more equitable cities as discussed in
Chapter 3.

Climate change and environmental issues

Climate change remains a top priority in the global development
agenda. Developed and leading industrial countries will have
to play a key role in addressing the challenge of climate change
as only a handful of countries have strengthened their targets
to reduce emissions. In Europe, 70 per cent of cities are in
low-lying areas less than ten metres above sea level. Except
for the Baltic coastline, a majority of European cities have
experienced an increase in sea levels and this risk is projected
to increase along with global sea-level rise.4¢ North American
cities are also at risk, especially those on the Gulf of Mexico
and Atlantic seaboard, with more than 90 cities experiencing
regular flooding, a number that is set to double by 2030.47
The New Urban Agenda envisions future cities and human
settlements that build resilience and reduce their disaster risk
while simultaneously promoting clean energy and pursuing
sustainable consumption and production patterns in order to
protect ecosystems and preserve biodiversity.48

Addressing cultural diversity

Growing waves of international migration have meant
that urban areas in developed countries are increasingly
transformed into heterogenous, multi-ethnic, multicultural
and multilingual spaces. Among the most culturally diverse
cities are San Francisco, US; Sydney, Australia; New York;
London, UK; Toronto, Canada; and Brussels, Belgium. In these
cities, foreign-born residents account for 35-58 per cent of
their population.49 Megacities in developed countries have
become microcosms of the world at large. For instance, the 4
million workers in London speak more than 240 languages.>0
Migrant populations offer significant creative cultural
contributions and open new opportunities for shrinking
cities in Europe and North America, which have experienced
deindustrialization, ageing populations and low birth rates.>!
Over the past 15 years immigrants have accounted for 47 per
cent of the increase in the workforce in the US and 70 per
cent in Europe.>2

Experience shows that managing diversity occurs at the
local level through everyday experiences and encounters.
The importance of neighbourhood context and relationships
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Repair work in the city to replace water pipes in the city of Samara, Russia © Shutterstock

formed at the micro level are key ingredients for social
harmony across racial, ethnic, religious and linguistic
backgrounds. In addition, public policies can help integrate
new arrivals like migrants, refugees and internally displaced
persons into their host communities. Culturally-sensitive
design and social supports can strengthen a sense of
identity and belonging, thus transforming migration from a
potential societal strain into an asset that can lead to urban
regeneration and revitalization.

Ageing stock of urban infrastructure

One of the most important needs for all urban futures in
developed countries is upgrading and modernization of their
ageing stock of physical infrastructure — bridges, power
transmission and distribution systems, water and sewerage
pipelines, and sustainable transport infrastructure.>® The
challenge of ageing infrastructure arises from growth
demands, rapid urbanization and development booms.
Among developed countries only Australia and Japan have
invested sufficiently over the years to meet or exceed their

One of the most important needs
for all urban futures in developed
countries is upgrading and
modernization of their ageing
stock of physical infrastructure

infrastructure needs.>4 Conversely, Germany, the UK, and the
US face major gaps to meet their current urban infrastructure
spending commitments.55 The city of New York has more than
1,000 miles of water pipe over 100 years old and its ageing
sewer system is a major contributing factor to flooding.>6
London’s iconic public transport system, the Underground,
has passed its centennial anniversary and its managers have
warned that they may enter a period of “managed decline” in
2023 without national funding commitments.5?

Shrinking cities

Nearly half of the cities in developed regions are shrinking.
Most of the 52 cities globally that have experienced
population decline since 2000 are in Europe and North
America (Figure 1.2). These cities were home to 59 million
people in 2018, down from more than 62 million in 2000.
Shrinking cities are the outcome of a decline in the regional
economy or cities’ economic base with the population
migrating elsewhere. In the US, more than 40 per cent of
cities with at least 10,000 residents have lost population
between 1980 and 2010.58 These cities are located mostly
in the deindustrialized region known as the Rust Belt, where
population loss has led to high rates of unemployment, blight
and violent crime. Unlike in some post-industrial regions of
Europe, shrinkage in US conurbations occurs largely in the
urban core, while suburban regions continue to grow.>?
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Figure 1.2: Cities where the population declined between 2000 and 2018

Source: UNDESA, 2018a.

Urban shrinkage generates vast challenges such as how to
sustain the cost of under-utilized infrastructure and address
the negative effects of urban blight that come with huge
swathes of vacant housing units, as well as commercial and
industrial facilities. Shrinking cities pose an urban governance
challenge of managing decline in a smart way to ensure that
public services such as education or healthcare are still
available to residents in the face of budget constraints.60
However, the low cost of land and abundance of existing
building stock also makes shrinking cities places of
opportunity for enterprising and creative architects, artists,
designers and entrepreneurs.

Ageing population

In addition to shrinking cities, developed countries have
experienced population ageing. In Europe, the ratio of
the size of the working-age population (aged between
20 and 64 years) relative to the total number of older
persons (aged 65 years or over) fell from 3.9 in 2001
to 2.9 by 2020; this ratio is predicted to decrease to 1.6
by 2080.61 Such demographic shifts can have significant
implications for government revenue, pension funds,
healthcare and social services. An ageing population can
also lead to labour supply shortages and economic decline.62
It is therefore critical that these issues are factored into
decision-making and planning for the future of cities. In
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planning for a growing older population, cities across the
region are beginning to support active ageing by creating
public spaces, transport and buildings that are accessible for
people with restricted mobility.

Economic restructuring

Over the last few decades, developed countries have witnessed
the process of industrial relocation as firms seeking to reduce
labour and operating costs have relocated to developing
countries or to less developed areas within the developed
world.63 In many cities, jobs in heavy manufacturing and mining
have disappeared entirely on account of deindustrialization,
economic restructuring and globalization. Secondary cities
in developed countries have been particularly affected by
these changes because of their less diversified economies,
as they are often dependent on a single sector such as
traditional manufacturing or raw material-based industries.
These cities have faced challenges in adjusting to the decline
in manufacturing as few have successfully revitalized and
diversified their economies in order to retain capital, human
resource and attract investment.%4 In the absence of bold
economic recovery programmes, the prognosis for this group
of cities appears pessimistic. As urban analysts note: “These
problems threaten to persist into the future, as declining cities
face outmigration and become increasingly disadvantaged and
disconnected from their national system of cities”.65



1.3.3 The state of urbanization in developing
regions

In developing regions, 52 per cent of the population currently
reside in urban areas. This figure is expected to grow to 57
per cent in 2030 and to 66 per cent in 2050 (Table 1.1).
Developing countries have the fastest rate of urbanization,
with an annual urban growth rate averaging 2.1 per cent
between 2020 and 2025. The implication of this trend
is that future urban growth will take place mainly in the
developing regions of Africa and Asia, where the planning
systems and public institutions are least equipped to deal
with the challenges of rapid urbanization.

Urbanization in the developing regions demonstrates
considerable diversity. Latin America and the Caribbean, with
81 per cent of its population living in urban areas, has four of
theworld’slargest megacities: Mexico City, Mexico; Sao Paulo,
Brazil; Buenos Aires, Argentina; and Rio de Janeiro, Brazil.
These megacities alone account for 17 per cent of the region’s
urban population and attract most of the foreign investment.6¢
While cities in the region have become more egalitarian in
the last two decades, income inequality remains relatively
high. Latin America and the Caribbean is the only region
where migration between urban areas is a significant driver
of urban growth, accounting for nearly 50 per cent and due
to several factors, with the pursuit of livelihoods being the
most important.67

Africa is the least urbanized, but most rapidly urbanizing,
region in the world. Currently, 44 per cent of the region’s
population resides in urban areas (Table 1.1). By 2035, the
region will have half of its population living in cities and will
be predominantly urban by 2050 with six in ten persons
living in urban areas. Urban growth rates in Africa currently
stand at 3.4 per cent. While projected to decline in the years
ahead, urban growth in Africa will remain the highest of any
region. In many African countries, urbanization is occurring
at lower levels of income compared to other developing
regions.%® This phenomenon has been referred to as the
weakening of the historical link between urbanization and
prosperity.®® Urbanization is also taking place within the
context of rising unemployment, financially weak municipal

a future urban growth will take place
mainly in the developing regions of

Africa and Asia, where the planning

systems and public institutions

are least equipped to deal with the

challenges of rapid urbanization
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authorities, weak governance structures, increasing levels
of poverty and inequality, proliferation of slums and other
forms of vulnerability. These are some of the key issues that
will dominate the future of cities in the region.

Asia and the Pacific has 51 per cent of its population living
in urban areas and accounts for 54 per cent of the world’s
urban population.”0 By 2050, it is expected that about two-
thirds of the region’s population will be living in urban
areas. While Asia is one of the most rapidly urbanizing
regions of the world, urban population growth has been
declining since the 1980s, from an annual average of 3.83
per cent to the present rate of 1.84 per cent (Table 1.2).
The process of urbanization in Asia is driven mainly by
rural-urban migration. Urbanization in the region, especially
South-East Asia, is strongly linked to economic transition
and greater integration into the global economy, as many
cities have become recipients of foreign direct investment,
mainly in the form of the outsourcing of manufacturing by
parent companies in developed countries.”! Despite the
large number of megacities (18 if Japan is included and 16
if excluded), 54 per cent of Asia’s urban population live in
cities of less than 1 million people, while 16 per cent reside
in megacities. This fact is a clear indication that the agenda
for the future of cities in the region should in part focus
on the key issues relating to secondary cities, in addition to
those of megacities.

1.3.4. Urban priorities for the future of cities in
developing countries

The diversity of the urban context in developing countries

suggest certain key issues that should be addressed in the

future of cities. These are briefly described below and

discussed in greater detail in different chapters.

Poverty and inequality

As cities in developing countries seek better urban futures,
poverty remains a persistent challenge that must be
addressed (Chapter 3). It is estimated that one-third of all
urban residents are poor, which represents one-quarter of
the world’s total poor with the majority residing in small
cities and towns in developing countries.’2 Based on historic
trends, extreme poverty is projected to decline to 6 per cent
by 2030.73 However, COVID-19 has exacerbated poverty
levels, thereby leaving the poor further behind and increasing
the number of those newly living in poverty.74

One projection of the increase in poverty due to COVID-19

estimates that as much as 500 million people or 8 per cent of
the world’s population fell into poverty.7> This decline marks
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the first increase in global poverty of the last three decades.
Countries in developing regions also have the highest levels
of inequality. Inequality disproportionately affects vulnerable
groups like women and girls, older persons, indigenous
people, persons with disabilities, migrants, refugees and
people living in poverty, all of whom are excluded from full
participation in economic, political and social life (Chapter
3). As shown elsewhere, the outbreak of the COVID-19
pandemic has exacerbated these inequalities.”®

Infrastructure, housing and the challenge of slums

Cities in developing countries face the challenge of providing
adequate infrastructure and basic services, without which a
better urban future can be difficult to attain. The provision
of infrastructure and basic services in developing countries
is still very poor. For the hundreds of millions of low-income
and poor households, improved water and sanitation remain
a rarity; well-funded public education and quality healthcare
are unavailable; and access to safe and affordable transport
services, leisure and open space are minimal.”” The lowest
levels of infrastructure provision are to be found in Africa,
where of the urban population, only 54 per cent have access

W

People living in slum, Mumbai, India © Shutterstock
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to safely managed water and only 23 per cent have access to
sanitation. For Latin America and the Caribbean, 81 per cent
of the region’s urban population has access to safely managed
water and 40 per cent have access to sanitation.”’® These
averages mask huge intra-urban differences between well-off
districts and poor neighbourhoods that lack the most basic
of services, all of which contributes to the vulnerability of
already marginalized settlements. Investing in infrastructure
is therefore an absolute necessity for the future of cities in
developing countries.

o

e Cities in developing countries face

i the challenge of providing adequate
infrastructure and basic services,
without which a better urban future
can be difficult to attain

Affordable and adequate housing remains an illusion for
many in developing countries. The inaccessibility of this
basic human need is reflected in the growth of slums,”®




which forms part of the unfinished business of the urban
agenda that needs to be addressed going forward especially
in Africa and South Asia. Slums are one of the most enduring
faces of poverty, inequality, exclusion and deprivation. Slum
dwellers must contend with inadequate access to potable
water, poor sanitation, overcrowding, poor-quality housing
in hazardous locations, insecure tenure, risk of eviction, food
insecurity, malnutrition, poor health, unemployment and
stigmatization, all of which make them highly vulnerable to
COVID-19 and other shocks.8&0

While remarkable progress has been made in reducing the
proportion of the world’s urban population living in slums
from 28 per cent in 2000 to 24 per cent in 2018, more
than 1 billion people still live in such settlements with over
half of slum dwellers located in East, South-East, Central and
South Asia, and 23 per cent in Sub-Saharan Africa.8! The
forces driving the prevalence of slums in developing regions
are unplanned urbanization; ineffective planning; lack of
affordable housing options for low-income households;
dysfunctional urban, land and housing policies; a dearth of
housing finance; and poverty and low incomes. All these
factors must be addressed decisively and with the political
will that they deserve if cities are to meet their housing
needs going forward.

Challenge of climate change

Rapidly urbanizing cities in developing countries are more
vulnerable to climate change and least able to respond to its
effects. They are hampered by limited financial, human and
technical resources as well as weak institutions and governance
structures for disaster mitigation and preparedness. At
the same time, these cities contribute very little to global
warming, making their suffering disproportionate. Cities,
especially those in warm climates or low-lying coastal areas,
face existential threats due to the risks and impacts of climate
change and extreme weather events such as increased
heatwaves in Delhi, India, and the pervasive flooding in
Jakarta, Indonesia, and Durban, South Africa.

In developing countries, the effects of climate change can
exacerbate existing urban challenges and make it more
difficult to tackle the persistent issues that cities already
face, such as poverty, inequality, infrastructure deficits and

Rapidly urbanizing cities in
developing countries are more
vulnerable to climate change and
least able to respond to its effects
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housing, among others.82 These challenges could make it
difficult to achieve certain SDGs, especially those relating
to poverty, hunger, health, water, sanitation and ecosystems.
The long-term effects of climate change could combine with
the short-term impacts of the COVID-19 pandemic to further
reverse global development gains.

Youth bulge

Many developing countries are characterized by a significant
increase in the proportion of persons aged 15 to 24, which
is referred to as the youth bulge. There are 1.19 billion
people within this age bracket worldwide with 88 per cent in
developing countries in 2015.83 A high youth bulge presents
the challenge of youth unemployment, which is two to three
times higher that adult unemployment. A youth bulge can
represent a potential opportunity to spur social and economic
development if countries harness the power of age-structure
transformation. The youth bulge can also increase the risk of
domestic conflict in an urban context of weak governance,
poor economic performance and high levels of inequalities.84
A youthful population requires investment in educational,
employment training, recreational and community facilities.
Countries will also need to integrate various aspects of
demographic change in their urban development policies,
particularly the youth bulge observed in many developing
countries.

Investing in secondary cities

Secondary cities of less than 1 million inhabitants account
for 55 per cent of the urban population of the less developed
regions of the world.8> Indeed, the fastest growing cities are
the small and intermediate cities and towns. Despite their
demographic importance, planning and policy initiatives
in developing countries have focused mainly on large
metropolitan areas, thereby further fuelling urban primacy.
Residents of secondary cities endure multiple deprivations
and infrastructure deficiency on account of this metropolitan
bias. The COVID-19 pandemic has demonstrated that
secondary cities are vulnerable to these external shocks
because of deficits in infrastructure and services.

With adequate planning, management and governance,
secondary cities will foster better urban-rural linkages and
relieve some of the quality-of-life strain, such as rampant
informal settlements, environmental degradation and long
commutes, that can be endemic to megacities. As noted
earlier, secondary cities served as subregional hubs in
supporting post-COVID-19 recovery efforts.86 If secondary
cities are to form part of the agenda for the future of cities
in developing countries, governments must prioritize
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investment in infrastructure and service delivery to address
these issues and close the widening urban services divide.

1.4 Possible Scenarios for Urban Futures

Though the future cannot be predicted with certainty, the
current trends across the key themes covered in this report
(urban poverty and inequality, urban economies, urban
governance, urban and territorial planning, public health,
innovation and technology and building resilience) have
significant bearing on the future of cities. Based on the
analysis of available data and current trends provided in this
Report, the three scenarios of urban futures are possible
(Figure 1.3).

1.4.1 The high damage scenario

This is the worst-case scenario that can occur with disastrous
consequences for the future of cities. Under the “high
damage” scenario, the impacts of the ongoing COVID-19
pandemic as well as global economic uncertainties,
environmental challenges, and wars and conflicts in different
parts of the world could have long-term impacts on cities in
both developed and developing countries. In this scenario,
developing regions bear the brunt of this catastrophic
damage because of already existing vulnerabilities and
structural fragilities as discussed in Chapters 1 and 3.

Under the high damage scenario, if 80 per cent of the
economic damage inflicted by the COVID-19 pandemic
persists for a decade then the global poverty headcount could
increase by 32 per cent or 213 million people by 2030.87
Even in 2050 the increase in the number of people living
in poverty is projected to be over 200 million.8® The
repercussions of this scenario have significant gender
dimensions: 90 million women and girls were pushed
into poverty in 2020, a figure that is expected to reach
105.3 million by 2030. These COVID-19 induced dynamics
have lasting implications for the ability of countries to
achieve the targets of SDG 1. Currently in most developing
countries, the pandemic has weakened the fiscal capacity
of cities and subnational governments to tackle poverty and
other urban challenges. The sheer amount of homelessness

in most developing countries, the
pandemic has weakened the fiscal
capacity of cities and subnational
governments to tackle poverty and
other urban challenges

17

and concentrated urban poverty in some developed
country cities could potentially escalate to alarming levels
and marginalized groups such as minorities, indigenous
peoples and migrants could endure multiple deprivations
for decades to come.

In a worst-case scenario, especially if the global rise
in inflation and cost of living does not abate, the
impact on wurban economies would be disastrous
(Chapter 4). For instance, cities in Africa could
lose up to two-thirds of their financial resources,®
which will make it progressively difficult to meet the basic
needs of their population at a time when price hikes have
sent the cost of food, energy and commodities soaring. The
impact on urban economies will be most intensely felt in
cities that are already enduring multiple social, economic,
political and environmental fragilities such as such as Juba,
South Sudan; Sanaa, Yemen; and Aleppo, Syria, among
others. If the impact of the pandemic and global challenges
continues unabated, then already weak urban service
delivery and governance systems in some of these cities
could collapse entirely (Chapter 8). A majority of those in
developing regions are already trapped in a vicious cycle
of poverty. It will be extremely difficult if not impossible
to achieve SDG targets in the face of massive material
deprivation, weak urban economies, high unemployment
especially among youth, a growing digital divide (Chapter
9), worsening vulnerability to public health crises (Chapter
7), perpetual violent conflict and any additional shocks or
stresses. The high damage scenario would create fertile
grounds for amplifying these vulnerabilities, making it
hard for urban leaders to manage multiple urban crises and
promote cities that work for all.

Ahigh damage scenariowould also resultinamassive reduction
in official development assistance to poor countries, which
means that less funding could therefore be available for state
initiated urban development and infrastructure projects,
which in turn will negatively affect the implementation of
urban development programmes targeted at improving the
lives of ordinary citizens. Under the high damage scenario,
urban futures will be characterized by high levels of poverty
and inequality, weak urban economic growth especially in
poorer regions and insufficient resilience to risks like climate
change and pandemics (Chapter 10). If global action against
multiple urban challenges fails and this bleak scenario
becomes a reality, the credibility of the multilateral system
would be compromised, thereby undermining coordination
efforts to address urgent and pressing global issues.
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= Poor households and
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affected by multiple shocks
and risks that negatively affect
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High Damage Scenario

Unimaginable reversal
of development gains,
particularly in poorer
regions resulting in
missing of SDG targets

Millions could be
pushed into extreme
poverty-with women,
children, migrants,
refugees, indigenous
peoples, and other
disadvantaged groups
bearing the brunt of
this crisis

Political upheavals
and pandemics could
amplify poverty,

food insecurity to
unmanageable levels

Massive expansion of
slum-like conditions in
poorer regions, which
could expose millions
of people to the wrath
of public health crises

The looming climate
emergency could
trigger calamitous
damage which could
generate additional
urban crises in

both developed and
developing country
cities. Failure to build
climate resilience could
be severely damaging
to urban economies

A

Pessimistic Scenario

“Bad Old Deal'-
Characterized by
exploitation and
perpetual exclusion
of informal sector
workers, systemic
discrimination, and
exclusion of the
urban poor in urban
development agendas

Severely weakened
urban economies

Cities could be locked
into cycles of poverty,
poor productivity,
unhealthy living
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potentially become
inequality traps for
decades

‘New' forms of urban
vulnerabilities in the
future that would
disproportionately
affect already
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women, children, and
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A

Key Actions for A Better Urban Future

Optimistic Scenario
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transformative action
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and the New Urban
Agenda
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the most vulnerable
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in urban planning
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urban governance,
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that have long-term
expectations for

cities to be equitable
and inclusive,
productive, green,
compact, walkable,
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urban development as
called for by the global
development agenda
relevant to sustainable
urbanization.

A

Collective and concerted multilateral interventions through tailored support to poor countries to build resilience of cities to multiple crises

Institutional and governance reforms to implement redistributive policies to address escalating urban poverty and inequalities

Prioritization of climate resilience and greening for resilient and sustainable urban futures- building resilience must be forward looking,
multisectoral and inclusive of all stakeholders, especially the poor and most vulnerable

Investment towards resilient urban economies and productive urban futures in both developed and developing regions

Capacity building for responsive and sustainable urban and territorial planning

Strong linkages between public health and urban interventions, especially in disadvantaged locales such as slums and informal

settlements
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1.4.2 The pessimistic scenario

This scenario is likely to materialize if Ccities
and subnational governments return to the pre-
pandemic  business-as-usual  approach, what one
development practitioner calls the “Bad Old Deal.”?0
This system is characterized by exploitation and perpetual
exclusion of informal sector workers (Chapters 3 and 4),
systemic discrimination and exclusion of the urban poor
in urban agendas (Chapter 3), overreliance on fossil fuels
to support manufacturing industries (Chapter 5), poorly
planned and managed urbanization processes particularly in
developing regions (Chapter 6), poor prioritization of public
health interventions in urban development (Chapter 7), rapid
deployment of modern technologies without opportunities
for the poor and thereby creating and entrenching digital
inequalities (Chapter 9). Collectively, these challenges will
undermine the global vision of achieving inclusive, resilient,
and sustainable cities where no one is left behind.

The pessimistic scenario could also have dire consequences in
regions that already face multiple instabilities. For example,
in Africa, more than 20 per cent of the urban population will
endure extreme poverty between 2016 and 2030 in countries
such as Madagascar, Chad, Central African Republic, South
Sudan and Democratic Republic of the Congo.°! Globally, 1.6
billion people or 20 per cent of the world’s population live
in inadequate housing, of which 1 billion reside in slums and
informal settlements.?2 Under these conditions, the goal of
eradicating poverty in all its forms by 2030 and leaving no
one behind will not be achieved. Without concerted efforts,
the pessimistic scenario could lead to new forms of urban
vulnerabilities that would disproportionately affect already
disadvantaged groups. Moreover, as the climate emergency
looms, the resilience of cities to shocks and stresses is being
tested, especially those located in coastal regions. There are
already warning signs globally and further inaction on these
multiple crises could jeopardize the prospects for resilient,
thriving and sustainable urban futures. Finally, the revised
downward growth rates for 2022 and 2023, brought on by
supply chain stresses and the conflict in Ukraine, will continue
to cause economic hardship under the pessimistic scenario as
households struggle with higher prices for food, energy and
basic goods while wages do not keep up with inflation.3

|
t'rﬁﬁ As the climate emergency looms,
i w4 the resilience of cities to shocks and

stresses is being tested, especially
those located in coastal regions
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1.4.3 The optimistic scenario

The optimistic scenario provides a vision where concerted
policy action facilitated by the implementation of the New
Urban Agenda as a framework for achieving the SDGs is
amplified to make transformative progress in addressing
multiple challenges confronting cities in both developed and
developing regions. This scenario involves collaborative, well-
coordinated and effective multilateral interventions to tackle
multidimensional poverty and inequalities (SDG 1 and SDG
10, see Chapter 3), promote vibrant resilient and diversified
urban economies and productive urban futures (SDG 8 and
SDG11, see Chapters 4 and 10), build healthy and thriving
cities (Chapter 7), strengthen the drive towards green urban
futures (Chapter 5), promote well-planned and managed
urbanization processes (SDG 11, see Chapter 6) and ensure
inclusive digital economies for the future (Chapter 9).

In the optimistic scenario, national and local governments
invest in the Decade of Action to reset the urban
development path towards a just, resilient, healthy and
prosperous urban future. Under this scenario, the world
will meet the SDG target of a poverty rate below 3 per
cent at the global level in 2045. If countries embark on the
SDG Push proposed by the United Nations Development
Programme to exceed pre-pandemic development
trajectories, then there will be 125 million fewer people
in poverty than in the pre-COVID baseline. By 2050,
that figure grows to more than 260 million.% Under the
optimistic scenario, national governments will embrace
peace and diplomacy to resolve their differences rather
than pursue military action, especially in instances that
have global economic consequences like the conflict in
Ukraine, thus alleviating pressure on global energy and
food markets. In the optimistic scenario, governments are
also successful at managing the COVID-19 pandemic to
balance health outcomes with economic activity and citizen
rights, thus smoothing out global supply chains.

The optimistic scenario will not materialize automatically. It
requires commitment from leaders at the global, regional,
national and local levels. Going forward, the drive towards
an SDG push in cities must be accompanied by brave
commitments to tackle structural inequalities and create
conditions that foster social, economic and spatial inclusion
to ensure that no one is left behind. If appropriate measures
are implemented, the response to the current urban crisis
can lead to a collective reprioritization of cities across the
world towards shared prosperity, inclusion, productive
employment, innovation, environmental sustainability,
gender-responsive systems and cohesive community building,.



1.5 Visions of Urban Futures

The unprecedented global impacts and disruption triggered
by the COVID-19 pandemic — much of which have played
out in urban areas — compel us to reimagine the future of
cities and reflect on the type of cities that are needed to
support humanity in a predominantly urban world. What do
we want our cities to look like, especially in the aftermath
of the COVID-19 pandemic, and how can cities prepare for
an uncertain future? The vision of the future of cities should
be guided by the norms of the New Urban Agenda and the
2030 Agenda for Sustainable Development, especially SDG

The vision of the future of cities
should be guided by the norms
of the New Urban Agenda and
the 2030 Agenda for Sustainable
Development, especially SDG 11

Vienna has a convenient transport system and facilities, Vienna, Austria © Shutterstock
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11. Other global frameworks are also relevant to sustainable
urbanization: the Paris Agreement on Climate Change, the
Sendai Framework for Disaster Risk Reduction and the Addis
Ababa Action Agenda. While this framework was already in
place, the COVID-19 pandemic has added a sense of urgency
and a demand for a change on the journey towards more
sustainable urban futures.

The call in the New Urban Agenda of “cities for all” is a
people-centred urban development vision that protects
the planet, is age- and gender-responsive, enhances the
realization of human rights and fundamental freedoms,
facilitates living together, ends all forms of discrimination
and violence, reduces social and economic inequalities, and
empowers all individuals and communities, while enabling
their full and meaningful participation (Box 1.3). Indeed,
the New Urban Agenda offers a global vision for people, the
planet and long-term prosperity in which urbanization plays
a vital role for positive change.
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I Box 1.3: The Vision of “Cities for All"

The vision of cities for all envisages cities and human settlements that:

Fulfil their social function, including the social and ecological function of land, with a view to progressively achieving the
full realization of the right to adequate housing as a component of the right to an adequate standard of living, without
discrimination, universal access to safe and affordable drinking water and sanitation, as well as equal access for all to
public goods and quality services in areas such as food security and nutrition, health, education, infrastructure, mobility and
transportation, energy, air quality and livelihoods.

Are participatory; promote civic engagement; engender a sense of belonging and ownership among all their inhabitants;
prioritize safe, inclusive, accessible, green and quality public spaces friendly for families; enhance social and intergenerational
interactions, cultural expressions and political participation, as appropriate; and foster social cohesion, inclusion and safety
in peaceful and pluralistic societies, where the needs of all inhabitants are met, recognizing the specific needs of those in
vulnerable situations.

Achieve gender equality and empower all women and girls by ensuring women's full and effective participation and equal rights
in all fields and in leadership at all levels of decision-making; by ensuring decent work and equal pay for equal work, or work

of equal value, for all women; and by preventing and eliminating all forms of discrimination, violence and harassment against
women and girls in private and public spaces.

Meet the challenges and opportunities of present and future sustained, inclusive and sustainable economic growth, leveraging
urbanization for structural transformation, high productivity, value-added activities and resource efficiency, harnessing local
economies, and taking note of the contribution of the informal economy while supporting a sustainable transition to the formal
economy.

Fulfil their territorial functions across administrative boundaries, and act as hubs and drivers for balanced, sustainable and

V.
integrated urban and territorial development at all levels.

vi. Promote age- and gender-responsive planning and investment for sustainable, safe and accessible urban mobility for all,
and resource-efficient transport systems for passengers and freight, effectively linking people, places, goods, services and
economic opportunities.

vii. Adopt and implement disaster risk reduction and management, reduce vulnerability, build resilience and responsiveness to
natural and human-made hazards, and foster mitigation of and adaptation to climate change.

viii.

Protect, conserve, restore and promote their ecosystems, water, natural habitats and biodiversity, minimize their environmental
impact, and change to sustainable consumption and production patterns.

Source: United Nations, 2017.

The New Urban Agenda seeks to foster an enabling
environment that empowers cities to achieve core
developmental, environmental and other commitments.%>
This approach is a notable departure from previous global
agendas as the importance of cross-scale governance rather
than top-down implementation is clearly recognized.%
A significant precedent is the explicit recognition of the
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centrality of subnational entities, particularly cities, in
national and international systems for driving sustainability.9”

The magnitude of the devastation of a global shock such as the
current pandemic could not have been anticipated when the
New Urban Agenda was adopted in 2016. The pandemic can
therefore be seen as a defining feature of our global landscape,



which has major implications for the future of cities and for
implementation of the New Urban Agenda. The UN-Habitat
report Cities and Pandemics: Towards a More Just, Green
and Healthy Future identifies some shortfalls of the New
Urban Agenda and its implementation regarding COVID-19.98
These oversights include insufficient comprehension of the
extent of poverty and inequality globally that has since been
exposed by the pandemic; the new vulnerabilities generated
by an extreme health crisis that were not anticipated, which
necessitate a more explicit human rights-based approach
grounded on the principles of social and economic justice;
and inadequate recognition of the importance of digital access
and infrastructure investments necessary for the creation of
inclusive and sustainable urban economies.

New Urban Agenda along with its
guiding principles, transformative
commitments and means of
implementation remain pertinent
to fostering resilient urban futures

Nonetheless, the New Urban Agenda along with its guiding
principles, transformative commitments and means of
implementation remain pertinent to fostering resilient urban
futures. Indeed, many of the policies and blueprints being
proposed to address the impacts of the COVID-19 pandemic
in cities are embedded in the New Urban Agenda and other
global frameworks relevant to sustainable urbanization. What
is then required is the effective implementation of these
development frameworks, backed by adequate resources.??

1.5.1 New social contract: an emerging vision for
the future of cities?

Following the disruptions wrought by the COVID-19
pandemic, an emerging vision of urban futures is that of a
more equitable and just city, one that is greener and more
knowledge-based and is resilient across multiple dimensions
to different types of shocks, crises and catastrophes. The
pandemic has forced a renewed reflection on the form
and function of cities, connectivity, managed density and
prevention of overcrowding. It has also caused the public

an emerging vision of urban
futures is that of a more equitable
and just city, one that is greener
and more knowledge-based

and is resilient across multiple
dimensions

The Diversity of Cities and Visions for Urban Futures IS

to acknowledge the significant role of cities and local
governments; the importance of the provision of basic
services and public goods; and the need to enlarge the fiscal
space and capacity of cities and local governments through
the devolution of public administration.

In Cities and Pandemics, UN-Habitat advocates for a new
social contract in the form of universal basic income,
universal health coverage and universal housing and basic
services. This proposal can be seen as part of an emerging
vision for sustainable urban futures, as cities seek to
build back differently and recover from the impacts of the
pandemic.100 The pandemic has crystallized the necessity
of a rights-based universal social protection framework
providing for the basics of health, housing and income for
an urban future that is susceptible to disruptions.!0! This
proposed new social contract articulates the “reciprocal
obligations between individuals, households, communities
and leaders”102 on protection, provision and participation in
society.103 At its core, the new social contract expresses the
common agenda of a human society in which every person
has inherent dignity and rights. The provision of universal
social protection in times of crisis is a litmus test of the
strength of a social contract and a key pillar for safeguarding
social cohesion.104

The calls for a new social contract are not new. They were
well established before the crisis when only one out of five
persons Dbelieved that the current social system worked for
them. 105 The pandemic provided a watershed moment stirring
up heated social and political debates on the efficacy of the
current social trade-offs in the face of a more precarious
future. In the reality of a weakly supported social contract
under intense pressure from the pandemic, there was and
continues to be a real threat to social cohesion with questions
of state legitimacy growing louder.100 As argued by UCLG, the
2030 Agenda is a new social contract to co-create a sustainable
future for the planet.107 In this regard, local governments are
key players and SDG 11 targets provide a starting point for
local governments and partner institutions to launch the kind
of initiatives that can deliver sustainable urban futures.

The case for universal basic income

Universal basic income (UBI) provides a pathway out of
extreme poverty by creating a mechanism to support
economic opportunities and widen social inclusion for
vulnerable groups. 198 In UBI schemes, citizens receive regular,
guaranteed, broad-based, unconditional income support from
the state.199 Public support for UBI grew from the onset of
the pandemic with the growing perception that precarious

22



I WORLD CITIES REPORT 2022

economic futures will affect all one way or the other. The
pandemic has moved UBI into mainstream public policy as seen
by increased support across the political spectrum, including
more economically conservative thinkers, that some form of
targeted basic income is needed in the face of the economic
hardship caused by widespread job losses.!10 This idea has
already been piloted at the local level, with cities creating
models that could be scaled up to the national level.!!l The
possibility of technologically-enabled administration of such
systems also contributes to its growing support. 112

There has been an exponential growth in social protection
programmes since the onset of COVID-19, with some form
of universal income being a key component.!13 By May 2021,
there were 3,333 planned or implemented social protection
measures in 222 countries and territories. That growth
translates to a 32-fold increase since the start of lockdowns
in March 2020, when just 103 such schemes were recorded.
Of these measures, 42 per cent of the interventions were
cash transfers — both conditional and unconditional. There
are strong indications that the measures prevented millions
from falling into poverty in Latin America.ll4 The US
experience stands out as a strong case for the impact of a
guaranteed income in addressing poverty and inequality. The
2020 stimulus check payments kept 11.7 million people
from falling into poverty. In fact, the national government
payments reduced poverty rates from 11.8 per cent in 2019
to 9.1 per cent in 2020.115 This outcome has provided strong
evidence to challenge the common criticism of UBI as having
a drag effect on economic prosperity.

The case for universal health coverage

Universal health coverage (UHC) means that all persons
have access to sufficient quality healthcare to restore and
improve their health when they need it, without undue
financial strain.!1 The goal of universal health coverage is
threefold: equity in access whereby everyone who needs
health services should get them, not only those who can
pay for them; sufficient quality, which means that health
services should be good enough to improve the health of
those receiving services; and no undue financial risk, in that
the cost of using health services should not be a deterrent to
access healthcare (Chapter 7).117

The stark reality is that access to
healthcare is far from equitable; at
least half of the world's population
still do not have full coverage of
basic health services
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The stark reality is that access to healthcare is far from
equitable; at least half of the world’s population still do not
have full coverage of basic health services, and over 800
million people spend at least 10 per cent of their household
budgets on health.!18 UHC protects vulnerable groups from
falling into poverty for present and even future generations.!19
Health care for all encompasses more than access to health
services. It entails preventive measures, including healthy
urban design that reduces spatial inequality, improves air
quality and manages urbanization in a fashion that protects
biodiversity and mitigates the spread of zoonotic diseases.120

The case for universal housing

The value of adequate housing was proven in its use as a
public health strategy for managing the pandemic.!2! As the
pandemic persisted, many low-income urban residents found
themselves confined in inadequate housing lacking adequate
basic services and with no income, risked eviction.!22 At the
height of the pandemic, many countries initiated measures
to protect access to housing including moratoriums on
evictions, rent subsidies and mortgage relief programmes.
Measures were also taken to house the homeless. For
instance, in the UK, the Everyone In scheme established in
March 2020 temporarily placed 15,000 individuals at risk of
lacking shelter in hotel rooms. 123 Reducing exposure to health
risk by safeguarding access to housing helped the National
Health Service cope with demand by flattening the curve
for acute cases.!24 This outcome demonstrated the positive
link between access to housing and improved health. Beyond
pandemics, access to appropriately designed, inclusive and
affordable housing is a useful lever for sustainably realizing
the aspirations of urbanization.

The emerging vision of urban futures must also reflect the new
normal, which entails new ways of living, working, studying,
recreating and socializing; a renewed focus on hygiene and
public health; more public spaces; and different forms of
social interactions. For instance, at the city level, this shift
in urban lifestyles manifests in the increasing importance of
the home as a part-time or even full-time workplace for some
workers; social distancing, reprioritization and retrofitting
of public space (Chapter 6); and increased deployment of
innovation and technology (Chapter 9) — all of which show
that there are radically different ways of living.125

Visions of urban futures should be driven by the realities on
the ground, which means embracing the new opportunities
to tackle existing and emerging challenges. Positive visions
of urban futures will not be realized by chance, but instead
facilitated Dby proactive measures, inclusive policies,



meticulous planning, fit for purpose institutions and public and
private sector collaboration. Achieving these visions involves
prioritization of actions, selection of strategic interventions,
efficient monitoring systems and control of negative forces.

Realizing the urban visions that we want

is predicated on addressing the inherent
weaknesses of the current models of
urbanization and building back differently with
emphasis on inclusive policies

Realizing the urban visions that we want is predicated on
addressing the inherent weaknesses of the current models
of urbanization and building back differently with emphasis
on inclusive policies. How do we create economically
productive cities without exacerbating inequality? How
do we rethink models of city development that are largely
driven by private, rather than public, interests? How can the
model of city development avoid generating multiple forms
of deprivation, social exclusion and digital divides, which
ultimately create spatial inequalities and divided cities? How
can the model of urbanization be part of the solution to
climate change and environmental degradation rather than
the cause? The answers to these and many more questions
are key to achieving visions of sustainable urban futures.

Figure 1.4: Pathways to sustainable urban futures
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1.6 Pathways to Sustainable Urban
Futures

Urbanization in the twenty-first century is not a singular
pathway, but rather encompasses divergent paths to
growth and many possible futures, including multiple
threats. Despite the range of possibilities, it is important
to consider desirable outcomes that make cities more
equitable, inclusive, productive, green, compact, walkable
and healthy as called for by the relevant components of
the global development agenda. The interrelated and
mutually reinforcing pathways to sustainable urban
futures will be determined by inclusive and transformative
policies to eradicate poverty and inequality; produce urban
economies that provide opportunities for all; generate
greener investment and sustainable consumption and
production patterns; set the framework for responsive
urban and territorial planning; implement collaborative
and integrated systems of urban governance; prioritize
public health; deploy inclusive innovation and technology;
and build resilience, which enables cities to respond to
and withstand a wide range of shocks (Figure 1.4). The
effective implementation of the New Urban Agenda serves
as an integrating framework for the various interrelated
components that constitute these pathways.

Transformative policies to eradicate poverty and inequality

Productive and inclusive urban economies

Sustainable financing

Greener investments for sustainable consumption and production patterns

New Ur_han Age_nda Responsive urban and territorial planning Sustainable
as an integrating urban futures
framework

Prioritization of public health

Collaborative and integrated system of urban governance

Inclusive deployment of innovation and technology

Building resilience
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1.6.1. Transformative policies to eradicate poverty
and inequality
We cannot envision a bright future for cities when inequality
appears to be on the rise globally and poverty is endemic in
certain regions (Chapter 3). Without concerted action at all
levels, poverty and inequality might be the defining features
of the future of cities. Indeed, it has been noted that poverty
and inequality could be greater in the post-pandemic era if
governments do not take decisive actions.!26 Inequality in
urban areas is undermining the social value of urbanization.
A more proactive approach is therefore required to deal
with urban inequality and to take advantage of the economic
and social opportunities offered by urbanization.!27 Social
protection programmes and redistributive polices are
urgently needed and should be mainstreamed in domestic
resource frameworks as it is a necessary investment in
people, not a burden.!28 Social protection programmes serve
to counter market forces by giving priority to vulnerable and
low-income households.

' |
&  Urban futures will only be equitable
* for all when the rights of vulnerable
groups are protected; gender
equality is promoted

Urban futures will only be equitable for all when the rights
of vulnerable groups are protected; gender equality is
promoted; there is broad-based civic participation; persons
are protected against discrimination based on sexual
orientation and gender identity; and when marginalized
groups like slum dwellers, the homeless, indigenous people,
youth, and older persons are empowered. These issues are
explored in greater detail in Chapter 3, which also discusses
how cities can respond to the challenges of poverty and
inequality to ensure that no one is left behind, especially in
midst of the multiple crises.

1.6.2 Productive and inclusive urban economies

The urban economy is integral to the future of cities.
Given the contribution of the urban economy, the future
of many countries will be determined by the productivity
of its urban areas. Policies designed to ensure access to
productive employment, nurture the talent and skills
required to thrive in a modern urban economy, develop
endogenous resources, effectively manage urban growth
diseconomies, and identify the impediments that prevent
cities from maximizing their productivity potential all have
a key role to play in building resilient urban economies. 129
The crises precipitated by the pandemic should be an
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. productivity by utilizing existing and
JF" potential resources as a basis for

building up resilience

opportunity for cities to adopt innovative ways of driving
their economies.

Policies should address how cities can diversify their economy
to create jobs, enhance access to goods and services, and
reduce poverty and inequality. A lack of economic diversity
increases the vulnerability and scale of economic decline.130
By contrast, greater economic diversity improves productivity
by utilizing existing and potential resources as a basis for
building up resilience against shocks.!3!

Sustainable urban futures are contingent on viable sources
of finance. It is important to address how urban futures
can be adequately financed in the face of dwindling local
government revenues, huge budget deficits and decreasing
foreign investment, among other fiscal constraints. The
path to long-term sustainable financing in cities requires
diversification and mobilization from a wide range of
financial resources. Existing urban fiscal systems must be
overhauled to ensure locally viable tax revenues. In turn,
cities must have access to the financial resources required
to meet their needs since they are ideally placed to drive
local redistribution programmes and provide social safety
nets.132 Chapter 4 explores how urban economies can be
strengthened and discusses the path to a resilient economic
future for cities.

1.6.3 Green investments for sustainable
consumption and production patterns

Green investments offer an essential pathway for the
future of cities. Lessons from the COVID-19 pandemic
show that a green economic recovery can yield significant
environmental benefits. Countries and cities can deliver
greener urban futures by investing in cleaner and more
resilient forms of renewable energy that will create
lasting solutions, reduce the risks of future crises and
adequately mitigate the impacts of climate change. Cities
can transition to sustainable urban futures characterized
by net zero GHG emissions and much reduced impacts
on the environment. This transition to carbon neutrality
must be accompanied by significant shifts to sustainable
consumption and production patterns that contribute to
the responsible use of resources (Chapter 5). Policies and
planning processes that integrate cities into the ecosystems



of subnational regions foster resilience and can contribute
to the transition toward a circular economy.133

The pathway to sustainable urban futures requires delivering
environmental benefits in a manner that reaches every
segment of the population, especially the disadvantaged. The
urban poor must be represented, and their needs prioritized,
be it about the urban commons, atmospheric commons,
public spaces or resource use. In urban areas, nature-based
solutions have been associated with positive effects on
both urban biodiversity and human health. Investments in
ecosystem services and natural infrastructure are not only
a cost effective and sustainable way to improve resilience
to climate impacts, but also offer employment opportunities
like human-made infrastructure investments.!34 A recent
study shows that ecosystem restoration creates 3.7 times as
many jobs as oil and gas production per dollar.135

1.6.4 Responsive urban and territorial planning

The pandemic exposed the weaknesses of current urban
planning in many contexts. This inadequacy is evident from
the fragmented response at various levels of governance
and across jurisdictional boundaries. Weaknesses of urban
planning systems in effectively addressing such crises also
reflect failings in governance structures, which underscores
the need for urban planning to continuously adjust to the
new realities and forces refashioning the global context so
that we do not continue along dysfunctional trajectories.!36

The pathway to better urban futures calls for planning
paradigms that are responsive to changes in urban realities —
these can play a vital role in addressing multiple and evolving
challenges. This kind of urban and territorial planning will
improve preparedness and empower cities to adequately
respond to all hazards, including public health threats and
future systemic shocks.

As a pathway to sustainable urban futures, urban planning
can create sustainable neighbourhoods drawing on lessons
from the COVID-19 pandemic. There is renewed focus on
compact, mixed-use neighbourhoods and the use of non-
motorized transport such as cycling and walking. During this
period the “15-minute city” emerged as an important concept
in making cities more sustainable.!37 The 15-minute city aims

This transition to carbon neutrality
must be accompanied by significant
shifts to sustainable consumption
and production patterns
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to ensure that everything urban dwellers need in their day-
to-day endeavours can be reached within 15 minutes by foot,
bicycle or public transit. This method of living can help cities
rebuild and restore their economy while protecting lives
and cutting dangerous pollution.!38 Fundamentally, such
proposals require improvements in the quality and density
of public transport links between neighbourhoods and to
poorly-connected neighbourhoods (urban “weak spots”),
among other measures.!39 Public transport remains integral
to achieving cleaner and greener urban futures despite
perceptions, now waning, that it is a major gateway for the
spread of diseases.!40 This fundamental urban reality means
that public transport systems should be made accessible,
safe, affordable, efficient and reliable, as well as able to serve
diverse demands (Chapter 6).

1.6.5 Prioritization of public health

Public health should be prioritized as a key component of
the urban development framework. The pandemic laid bare
the weakness of the health systems in many countries. Cities
in collaboration with national governments and relevant
stakeholders, including the private sector, must invest in
health infrastructure as an integral part of city resilience
development programmes. Chapter 7 addresses how cities in
both developed and developing countries can prioritize public
health given its importance to sustainable urban futures.
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Health and health disparities must be addressed within a
broader societal context, including the quality of the built
environment, which plays a key role in health outcomes.14!
Given that cities are places where health disparities vary
across social groups and neighbourhoods, appropriate
urban healthcare must be provided for vulnerable groups —
children, women, the poor, ethnic minorities, migrants, the

elderly, the homeless and other excluded groups who tend to
be disproportionately affected.

a |
Public health should be prioritized

as a key component of the urban
development framework

Allocation of adequate resources should be made to facilitate
the development of twenty-first century health systems,
including preparedness and responses that can match and
support the demand for future urban healthcare. Rapid
urbanization means that an increasing number of people
are exposed to risk factors emanating from the social and
physical environment, which contributes to increased stress
and worse mental health outcomes.!42

26



I WORLD CITIES REPORT 2022

Public Health Technical Officers collecting samples for COVID-19 tests at Nawong Temple Market, Donmuang, Thailand © Shutterstock

1.6.6 Collaborative and integrated systems of
urban governance

Lessons from the COVID-19 pandemic demonstrate the
inherent weakness of urban governance frameworks in
addressing complex global emergencies. The fragmented
response at various levels calls for strong, effective and
inclusive institutions as well as a more integrated, cooperative
multilevel governance approach. Multilevel governance
arrangements are instrumental for creating synergies,
reducing overlapping and critical gaps between institutions,
and promoting trust and accountability that enhance policy
coherence.!43 Multilevel urban governance strategies have
been lauded as an effective mechanism by which cities can
respond to a wide range of shocks in several contexts.144
Chapter 8 discusses how urban governance and institutional
structures can drive sustainable urban futures and analyzes
some of the governance mechanisms that have been adopted
at various scales.
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The governance structures required for a resilient urban
future must be fit for purpose to address twenty-first century
urban challenges. COVID-19 has reinforced an important
lesson: no single city, irrespective of its resources, can address
the pandemic alone. Rather, cities working with smaller units
and higher levels of government were able to respond better
to the pandemic. Effective localization of the global agendas
and the realization of the economic, social, environmental,
health, infrastructural and institutional imperatives underlying
sustainable urban futures hinges on multilevel governance
arrangements. The localization and implementation of the
global agendas with local governments being in the driving
seat is central to achieving sustainable urban futures.

Multilevel urban governance strategies have
been lauded as an effective mechanism by
which cities can respond to a wide range of
shocks in several contexts



1.6.7 Inclusive deployment of innovation and
technology

The future of cities will be knowledge-based, driven largely
by innovation and the widespread use of new technologies
and digitization of virtually all facets of urban living. The value
of innovation and technology lie in the transition to more
sustainable urban futures — more productive, prosperous and
resilient urban economies; enhanced social inclusion and
equitable policymaking; and environmentally resilient urban

development.

In serving as a pathway to sustainable urban futures, it is
important that the deployment of innovation and technology is
linked to the uniqueness of local urban conditions and trends,
including resource availability. What kind of technology can
be deployed in different urban contexts in view of the large
disparities that exist in the availability and usage of technology
solutions? Developments in science and technology will have a
major impact on society, but there are uncertainties in the city
dimension of these developments (Chapter 9).

While the deployment of innovation and technology has
responded to urban challenges in various contexts, it has
exposed a deepening digital divide and social inequalities.
Since “the future of technology is the future of cities,”14>
it is imperative to address digital exclusion to ensure that
the digital revolution in cities is inclusive and leaves no one
behind. Some cities are already making strategic investments
to ensure that minority groups are not digitally excluded. In
2020, the Toronto District School Board distributed 60,000
devices to its students during the transition to remote learning
to ensure that no child is left behind in the learning process. 146

The future of cities will be
knowledge-based, driven largely by
innovation and the widespread use
of new technologies and digitization
of virtually all facets of urban living

Putting people at the centre calls for concerted efforts by
cities to close the digital divide within cities and across
the urban-rural continuum, as well as within various
population groups; empower people by building their
digital skills; support job creation in the digital sector; use
digital platforms to deliver services equitably; protect the
most vulnerable online; mobilize new financing models to
reach the unconnected; and invest in affordable technology
solutions. 47
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building resilience is a
multisectoral, multidimensional
and multi-stakeholder effort, which
requires effective collaboration
and cooperation across all scales

1.6.8 Building resilience

A central premise of this Report is that building economic,
social and environmental resilience, including appropriate
governance and institutional structures, must be at the
heart of the future of cities. The discussion in the preceding
sections feed into the notion of resilience. For instance,
measures designed to diversify urban economies to enhance
economic resilience should be aligned with the long-term
objectives of achieving net zero GHG emissions. As a
pathway to sustainable urban futures, building resilience
is a multisectoral, multidimensional and multi-stakeholder
effort, which requires effective collaboration and cooperation
across all scales, as the various dimensions of resilience are
interrelated and mutually reinforcing. In practice, well-
designed resilience policies can cover these dimensions
simultaneously. 148

The notion of resilience should go beyond one that seems to
favour simply enduring the status quo without attempting to
change the underlying conditions that created such adverse
situation in the first place. The idea of challenging resilience
is to go beyond building back better to building differently
in a manner that does not preserve the existing situation,
but rather effects a real change that confronts structural
inequalities in an uneven society. Chapter 10 identifies the
necessary supportive structure and capacity required to
build resilient urban futures in different contexts, including
the specific roles of the different levels of government and
relevant stakeholders.

The idea of challenging
resilience is to go beyond
building back better to
instead building differently
in a manner that does

not preserve the existing
situation
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1.7 Concluding Remarks

World Cities Report 2022: Envisaging the Future of Cities
seeks to provide greater clarity and insights into the future of
cities based on existing trends, challenges and opportunities,
as well as disruptive conditions, including the valuable
experience and lessons from the COVID-19 pandemic, and
suggest ways that cities can be better prepared to address
a wide range of shocks and transition to sustainable urban
futures. The Report proposes a state of informed preparedness
that provides us with the opportunity to anticipate change,
correct the course of action and become more knowledgeable
of the different scenarios or possibilities that the future of
cities offers. The future certainly matters. As the Organization
for Economic Cooperation and Development argues: “It
illuminates the ways that policy, strategies and actions can
promote desirable futures and help prevent those that we
consider undesirable.”149

This Report builds on two major reports recently published
by UN-Habitat: World Cities Report 2020: The Value of
Sustainable Urbanization and Cities and Pandemics: Towards a
More Just, Green and Healthy Future. The former convincingly
affirms that well-planned, managed, and financed cities and
towns create value that can be harnessed for sustainable
urban futures and make cities and human settlements more
resilient in the face of profound shocks and risky events. The
latter provides the basis for much-needed local level action
on spatial planning, poverty and inequality, the economr
and governance in addressing the impacts of the COVID-1
pandemic as cities seek to build back differently.

This Report seeks to imagine a future of cities that connect
to the structural problems and conditions that predate
the pandemic. These are hard realities — including the
destructive effects of climate change, inequality, poverty
and various forms of marginalization and exclusion — and
if not adequately addressed, they will continue to shape
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our urbanizing world. This Report does not seek to predict
the future; rather, it assesses the possibility of alternative
futures. Although the future cannot be known with absolute
certainty, a wide range of futures is possible. Exploratory
predictive analysis can provide insights into the future to
ensure rational thinking that can manage uncertainty.

The Report conceptualizes the possible futures for cities in
terms of desirable outcomes in which people experience
a good quality of life, the global and local commons are
respected, rights are guaranteed, collective interests are
protected, and aworld of equality with differencesis tolerated.
At the same time, the Report explores negative scenarios that
limit the transition to sustainable urban futures. The Report
discusses the necessary conditions for the manifestation
of brighter urban futures while understanding that urban
futures and the paths toward them are neither linear nor
independent, but instead are merged and interwoven into
multiple realities, all of which are necessary to understand
and ensure a better future for all.
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Scenarios of Urban Futures: Degree of Urbanization

Quick facts

1. Global city population share doubled from 25 per cent in 1950 to about 50 per cent in 2020;
it is projected to slowly increase to 58 per cent over the next 50 years.

2. Between 2020 and 2070, the number of cities in low-income countries will increase by 76 per
cent, in high-income and lower-middle-income countries by about 20 per cent, and in upper-
middle-income countries by 6 per cent.

3. Over the next five decades, growth in city land area will mostly take place in low-income
(141 per cent), lower-middle-income (44 per cent) and high-income countries (34 per cent).

Changes in upper-middle-income countries are projected to be relatively small (13 per cent).

4. Small cities cover almost half of city land (about 45 per cent) in low-income countries, a
trend that will persist over the coming decades.

Policy points

1. City densities in low-income countries need to be planned for and managed in ways that
future growth does not exert pressure on existing open land, infrastructure and services, and
result in crowding on the one hand or lead to unsustainable sprawl on the other.

2. Enhanced planning capacities for small cities and emerging newer cities will strengthen the
important role they play across the urban-rural continuum in achieving sustainable futures.

3. Planning for age-friendly cities and towns that afford good quality of life for all inhabitants
across all generations is critical for sustainable futures.

4. Effective urban and territorial planning is critical to mitigate the negative social, economic
and environmental associated with future urban growth.
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One of the fundamental challenges linked to monitoring global
urbanization trends and progress on the global development
agendas has been the lack of a unified definition as to what
constitutes “urban” and its precise measurement that can
facilitate international comparability. This has largely been
attributed to the differing criteria employed by countries
in defining “urban” and “rural” areas—a reflection of their
various perspectives as to what constitutes these types of
human settlements. Understanding future scenarios of urban
trends calls for a more precise measurement that allows for
meaningful comparison across countries, while remaining
relevant to national conceptions of urban and rural areas.

[t is in this light that this chapter uses a new, harmonized and
global definition of urbanization that facilitates international
comparability to present scenarios of urban trends in various
regions of the world. These scenarios allow us to understand
the anticipated demographic and spatial changes across the
urban-rural continuum in various regions as well as their
drivers. This definition, known as the Degree of Urbanization,
was endorsed by the United Nations Statistical Commission
in 2020. It was developed by six international organizations!
to facilitate international comparisons and complement
national definitions. The monitoring of both the New Urban
Agenda and the 2030 Agenda for Sustainable Development in
particular stands to benefit from this harmonized definition.
A detailed manual of how to apply this new definition was
published in 2021.2

Chapter 1 describes urban trends based mainly on data from
the United Nations World Urbanization Prospects (WUP).
This chapter, on the other hand, complements the analysis
in the preceding chapter by providing a different, but equally
important, perspective on future trends using Degree of
Urbanization and data emanating from this new harmonized
approach.

The chapter begins with a short introduction to the Degree
of Urbanization. It then shows how urbanization has and
will change from 1950 to 2070 using a new global definition
of cities, towns and rural areas. The chapter presents the
drivers of urbanization in the different regions of the world,
highlighting how the spatial expansion of cities and the
emergence of new cities have contributed to city population
growth. It reveals how cities attract young adults, but
children and elderly are more likely to live outside cities.
The chapter explores how the number and size of cities have
been changing and the future challenges of city growth.
Finally, the chapter interrogates how dense our cities should
be while advancing options that enhance sustainability.
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Despite varying national definitions, the harmonized
definition proposed by the Degree of Urbanization
methodology has revealed that there is in fact a broad
consensus across countries on what constitutes a large
city and where the most rural areas are. However, there is
a wide variation in how “towns” are defined, a discrepancy
with profound implications for demographic analysis of
global urbanization trends. In general, national definitions
in Europe and the Americas tend to classify towns as
urban, while in Africa and Asia they tend to classify them
as rural. For example, in Brazil, France, Mexico and the
United States, towns tend to be classified as urban, while
in Egypt, India, Uganda and Viet Nam towns are often
classified as rural. In some cases, this happens because the
country uses a high minimum population threshold for a
settlement to be considered urban. In other cases, especially
where the minimum population threshold is already met,
a range of other indicators or criteria applied by a country
(in combination with the minimum population threshold)
excludes such settlements from being officially recognized
as urban. This distinction leads to only a small share of towns
being classified as urban.

It is worth noting that most national definitions with a
minimum population size threshold for an urban area use
a relatively low threshold. Out of the 100 countries for
which the World Urbanization Prospects lists a minimum
population threshold, 84 use a threshold of 5,000 or smaller.
The Degree of Urbanization follows this approach and
defines all settlements with at least 5,000 inhabitants as
urban. However, it recommends splitting these urban areas
into cities of at least 50,000 inhabitants, on the one hand,
and towns and semi-dense areas, on the other hand. This
captures the urban-rural continuum more accurately, as a
growing number of national definitions do as well. It also
means that the cities and the rural areas as defined by the
Degree of Urbanization are generally classified as urban and
rural, respectively, by their national definitions and that the
areas that are not treated consistently by national definitions
are confined to the intermediate classes: “towns and semi-
dense areas.”



To better understand urban futures
and their demographic drivers,

it is important move beyond the
classical rural-urban dichotomy and
consider entire urban continuum

Stk

The Degree of Urbanization also has a second-level
classification that splits towns from semi-dense areas and
creates three classes in rural areas: villages, dispersed rural
and mostly uninhabited (Box 2.1). To better understand urban
futures and their demographic drivers, it is important move
beyond the classical rural-urban dichotomy and consider
entire urban continuum.3 This reconceptualization is critical
and aligns with the vision of the New Urban Agenda and
SDG 11 of fostering equitable regional development across
all sizes and scales of human settlements while supporting
positive economic, social and environmental interlinkages
in these territories. Sustainable urban futures cannot
be realized using the traditional dichotomized or binary
treatment of human settlements.

The discrepancy in how towns and other areas in the middle
of the urban-rural continuum are classified by national
definitions has a statistically significant impact on the
global level of urbanization. For example, the world would
be substantially “more urban” if all such settlements were

Scenarios of Urban Futures: Degree of Urbanization I

classified as urban. Applying this definition to an estimated
global human settlements population grid (GHS-POP)4 for
2015 shows that in most regions the population share in
cities as defined by the Degree of Urbanization is similar or
smaller than the urban population share based on national
definitions (Figure 2.1).

The rural population share as defined by the Degree of
Urbanization is also typically similar or smaller than the
national defined rural population share. In high-income
countries, however, the nationally-defined rural population
share is smaller than the one as defined by the Degree of
Urbanization approach. This is because several of the high-
income countries use a minimum population threshold
below 5,000 inhabitants. For example, the US uses 2,500,
Canada and New Zealand use 1,000 and Denmark and
Sweden use 200.

These results highlight the broad agreement on the two
categories of human settlement at the extremes as well as
the disagreement with regard to the middle of the urban-
rural continuum. Given the global population concentration
in Asia and Africa, the global population share in nationally-
defined urban areas (54 per cent) has a closer resemblance
to the share of population in cities (48 per cent) than the
aggregate of cities plus towns and semi-dense areas (78 per
cent) as defined by the Degree of Urbanization.

Figure 2.1: Population by Degree of Urbanization and in nationally defined urban areas by SDG regions and income group, 2015
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Box 2.1: Levels and classes in the Degree of Urbanization methodology

The Degree of Urbanization methodology offers more nuance than the “urban” and “rural” binary that categorizes the demographic
classification of human settlements common in many national statistical offices. Instead of those two categories, the Degree of
Urbanization approach proposes two levels of understanding with distinct classes of human settlement by analysing grid cells of one

square kilometre (1 sq. km).

Level 1 consists of three classes:

1. Cities: settlements of at least 50,000 inhabitants in a high-density cluster of grid cells (greater than 1,500 inhabitants per sq. km)

2. Towns and semi-dense areas: an urban cluster with at least 5,000 inhabitants in contiguous moderate-density grid cells (at least

300 inhabitants per sq. km) outside cities

3. Rural areas: grid cells with a density of less than 300 inhabitants per sq. km or higher density cells that do not belong to a city,

town or semi-dense area

Urban areas are defined as “cities” plus “towns and semi-dense areas.” It is recommended, however, to keep all three classes

separate given their different nature.
Level 2 uses six classes:

1. Cities: same as above

. Towns: settlements with between 5,000 and 50,000 that are either dense (with a density of at least 1,500 inhabitants per sq. km)
or semi-dense (a density at least 300 inhabitants per sq. km).

Suburban or peri-urban areas: cells belonging to urban clusters but not part of a town
. Villages: settlements with a population between 500 and 5,000 inhabitants and a density of at least 300 inhabitants per sq. km.
Dispersed rural areas: rural grid cells with a density between 50 and 300 inhabitants per sq. km.

. Very dispersed rural areas or mostly uninhabited areas: rural grid cells with a density between 0 and 50 inhabitants per sq. km.

The World Urbanization Prospects also lists cities with at least
300,000 inhabitants. Comparing these designations with the
cities identified by the Degree of Urbanization shows a very
high overlap.°> This confirms that national definitions and the
Degree of Urbanization agree on what constitutes a large city.
However, compared to the data in the World Urbanization
Prospects, the data used here has several advantages (Box
2.2). The concept of “city” and its definition here have been
harmonized whereas the World Urbanization Prospects
employs a mixture of city proper, urban agglomeration and
metropolitan areas. Second, instead of the point locations
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provided by the World Urbanization Prospects, this data
set produces boundaries with a high spatial resolution. The
cities are defined using a grid of one square kilometre (1 sq.
km) cells. This means that city population densities can be
calculated and compared in a meaningful way.
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I Box 2.2: Advantages of the Degree of Urbanization methodology: A summary
The Degree of Urbanization methodology:

« captures the urban-rural continuum through three different classes at level 1 and through six different classes at level 2 of the
methodology'’s classification system (Box 2.1: Levels and classes in the Degree of Urbanization methodology);

+ uses the same population size and density thresholds across the world;
« starts from a population grid to reduce the bias of using spatial units with different shapes and sizes;
+ measures population clusters directly instead of indirectly by using building clusters as an approximation of population clusters;

« defines areas independently from their access to services to ensure that this access can be monitored reliably, in other words,
without interference from the definition;

« proposes a relatively cost-effective approach that can be applied to existing data collections.

Source: European Union et al, 2021.

Aerial view of Barcelona, Spain © Shutterstock
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Figure 2.2: City population growth through expansion, annexation and new cities in Hanoi, Viet Nam and Debrecen, Hungary
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As a city expands, it incorporates the population of the
surrounding rural and semi-dense areas and can annex
nearby towns (Figure 2.2a). When a town grows, it can pass
the minimum population threshold and become a new city
(Figure 2.2b). In both cases, the total population has grown,
but the initial population of the rural and semi-dense areas
as well as the towns are merely reclassified. This population
was already there before the city expanded or became a new
city. Measuring the impact of reclassification separately is a
longstanding United Nations recommendation.® Previously,
this task has been difficult to achieve due to the lack of a
harmonized definition and boundaries with a high spatial
resolution. This chapter, however, looks at the impact of
reclassification in subsequent sections.

Generally, the high growth rates of urban population in the
World Urbanization Prospects have dominated the debates
on urbanization in recent decades. However, the differences
between the national definitions and the unclear impact of the
reclassification of areas have led to an overestimation of urban
growth rates, an emphasis on challenges for megacities relative
to small- and medium-sized cities, and an underestimation of
the relevance of urban natural increase versus rural-to-urban
migration as a source of city population growth.”
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According to different scenarios, in particular regarding the
decline of fertility rates in developing countries, the peak for
global population growth could be reached between 2070 and
the end of the 21st century.8 Apart from differences in timing,
the completion of demographic transition in developing
countries is expected to parallel urban transitions and lead to
a convergence of urban population growth rates towards the
low level already reached by highly urbanized countries.®

Within this general theoretical framework, the trends of
urbanization in developing countries and emerging economies
exhibit unique features with respect to what happened
during industrialization in the 19th century. While increases
in the share of urban population are only slightly higher by
historical standards, developing countries are characterized
by an unprecedented growth of urban population in absolute
terms mostly due to their high national population growth.10

In terms of economic development, the previous two
editions of the World Cities Report have highlighted
the positive link between urban areas and economic
development. The World Cities Report 2016 showcased
urbanization as a transformative trend, with urban areas
described as “a positive and potent force for addressing



sustainable economic growth, development and prosperity,
and for driving innovation, consumption and investment
in both developed and developing countries.”!! The World
Cities Report 2020 reinforced this message by stating that
urban areas generate enormous economic value, although

Scenarios of Urban Futures: Degree of Urbanization I

future of cities. In relation to climate change, for instance,
the IPCC points out that the resulting sea-level rise—which is
expected to significantly increase by the end of this century—
poses risks to high-density coastal urban developments in both
developing and developed countries.14

the economic value generated varies depending on the
local context.!2 For instance, while the linkages between
urbanization and economic growth have been apparent
in Eastern and South-Eastern Asia, several authors have
highlighted that the relationship between urbanization
and economic development has decoupled in Sub-Saharan
Africa, citing several reasons e.g. widespread neglect and
bad management of cities, among other factors.!3

In relation to environmental sustainability, the World Cities
Report 2020 notes that urbanization, if unplanned or
unmanaged, presents threats such as “unbridled urban sprawl,
irreversible land-use changes and biodiversity loss, resource
and energy-intensive consumption patterns, and high levels
of pollution and carbon emissions.” In the same vein, Chapter
5 of this Report stresses the threat posed by the twin crises
of climate change and the loss of global biodiversity to the

Metro Manila, Philippines © Shutterstock

I Box 2.3: Projections and data sources for the Degree of Urbanization methodology

The projections presented in this chapter produce different estimates of urban and rural population as compared to national
definitions for two main reasons. First, some national definitions include medium-sized settlements or towns in the urban category,
while others categorize them as rural. The Degree of Urbanization classifies these settlements into its own category: “towns and semi-
dense areas.” The second reason is that the projections of population by Degree of Urbanization are not derived from an extrapolation
of the trends of rural and urban population aggregated at the national level, as normally done in the United Nations World Urbanization
Prospects,'s but from a bottom-up approach starting at the grid cell level.

With the Degree of Urbanization approach, urbanization is not predetermined from national trends but emerges from a gravity model
that reflects the surrounding and attractiveness of each grid cell. The parameters used in this model have been estimated for different
regions of the world and are based on changes in population and built-up area grids between 1975 and 2015.

Since the population by Degree of Urbanization is based on geographically-detailed data, it is possible to do a more detailed analysis.
The Degree of Urbanization can be applied at multiple points in time, which makes it possible, for example, to measure the impact of
expansion and densification separately for each city.

In terms of data sources, the projections and trends in this chapter rely on three distinct data sets. For the period 1950 to 1975, the
population by Degree of Urbanization has been estimated by combing data based on national definitions from the World Urbanization
Prospects and estimates of the population by the Degree of Urbanization for 1975 produced by the European Commission’s Joint
Research Centre (JRC). From 1975 to 2015, the data relies global estimated population grids for 1975, 1990, 2000 and 2015 produced
by the JRC. The data from 2015 to 2070 relies on projected population grids produced by Jones et al. (2020). The national population
projections are derived from the Shared Socioeconomic Pathway 2: Middle of the Road scenario as prepared by the International
Institute for Applied Systems Analysis (IIASA).
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2.2. City Population Continues Growing
as Towns and Rural Areas Experience
Slowdown

Urbanization undoubtedly presents a unique opportunity
for social and economic progress.!® On the other hand, as
highlighted in Chapter 1, it also presents challenges when
planning systems and public institutions are not equipped
to deal with the challenges posed by rapid urbanization.
Rapid population growth in cities, for instance, can lead to
congestion and crowding when it is not anticipated with
adequate infrastructure and housing and when the expansion
of the city is not properly planned and managed. As a result,
the population growth in cities, especially rapid growth, is
a central concern as humanity moves into a future that is
predominantly urban.

Uncovering some of these demographic trends using a
harmonized global methodology that captures the urban-
rural continuum in a consistent manner is therefore
fundamental. In this regard, this section applies the Degree
of Urbanization to briefly examine the demographic trends
of the three classes of settlements that comprise Level 1 in
Box 2.1. It provides a synopsis of previous decades before
venturing into future projections of what is expected to
unfold until 2070. Similarly, using this harmonized data, it
peeks into future anticipated land-cover changes.

Over the past seven decades, the world has experienced
significant population growth and notable demographic
“megatrends,” including urbanization, which have significant
implications for economic and social development as well
as environmental sustainability.!” In 1950, the global
population was relatively small at only 2.5 billion and mostly
rural. By 2020, the global population had grown to 7.8 billion
and most people lived in cities. This transformation has
had big economic, social and environmental consequences
which various chapters of this report examine with a view to
achieving sustainable futures.

In 1950, most people lived in rural areas, followed by
towns and semi-dense areas, while cities were the least
inhabited. Faster growth in city population meant that by
1965, the global population was equally distributed across
these three types of areas (Figure 2.3). By 1990, the order
had reversed with most people living in cities, followed
by towns and semi-dense areas, and then rural areas last.
In 2020, almost half the global population lived in cities,
while 29 per cent lived in towns and semi dense areas and
22 per cent in rural areas.

However, this large transformation is projected to slow
into the future. Demographic growth has already started to
decelerate and is projected to continue to do so over the
coming decades. The share of population in cities is projected
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The share of population in cities is projected to
grow at a slower pace to reach 58 per cent of
the global population in 2070, while the share in
towns and semi-dense areas is expected drop to
24 per cent

to grow at a slower pace to reach 58 per cent of the global
population in 2070, while the share in towns and semi-dense
areas is expected drop to 24 per cent.

Notably, the population in towns and semi-dense areas has
generally grown at the same speed as the total population
between 1950 and 2020. As a result, it has maintained its
population share of 30 per cent over that period, but the
absolute number of people in these areas tripled from 750
million to 2.25 billion. The population in these settlements is
projected to continue growing, but more slowly than the total
population. Between 2050 and 2070, however, population
in towns and semi-dense areas will start declining.

Scenarios of Urban Futures: Degree of Urbanization I

The rural population, on the other hand, has grown more
slowly than total population from 1975 to 2020. This growth
is projected to continue to slow down until 2050, after
which a slight decrease in absolute numbers is expected. As
a result, its population share has dropped from 38 per cent
in 1950 to 22 per cent in 2020 and to 18 per cent in 2070.

In terms of geographic regions, data from the Degree of
Urbanization shows Sub-Saharan Africa and Oceania to be
having the lowest city population share in 1950 (Figure
2.4). These two regions—together with Northern Africa
and Western Asia—are projected to experience the biggest
increase in the city population share in the future. On the
other end of the spectrum, Europe will experience the
smallest increase in its city population share among the
regions. In most regions, the population share will drop in
both rural areas as well as towns and semi-dense areas. In
the Americas, Europe, Australia and New Zealand, however,
the population share in towns and semi-dense areas barely
changes over time.

Figure 2.3: Evolution of population by degree of urbanization 1950-2070 in absolute and relative terms
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Figure 2.5: Population share by degree of urbanization and income level (1950-2070)
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When these demographic changes are assessed in terms of
income groups, the data show that low-income countries had
the smallest share of city population (17 per cent) in 1950,
while high-income countries had the highest share (31 per
cent). Because city population shares in low-income countries
increased faster than in high-income countries, this gap has
shrunk from 14 to 7 percentage points and is projected to
drop to 5 percentage points by 2070 (Figure 2.5).

Over the past decades, population growth rates in lower-
income countries have been higher than in other countries.
This trend is expected to continue. By contrast, high-income
countries have had relatively low population growth rates,
which are projected to slow further and reach almost zero
by 2070. Upper- and lower-middle-income countries have
also experienced higher growth rates in the past decades,
but they are also slowing down. The population of upper-
middle-income countries is even projected to shrink from
2040 onwards.
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The growth of population in cities, towns and semi-dense
areas invariably leads to spatial expansion. Past studies
have shown urban land area growing at a higher rate than
population and, relatedly, population densities have also
been declining as a result of more dispersed patterns of
urbanization in the form of urban sprawl.!8 These trends
significantly affect the environment and have profound
socioeconomic repercussions. These effects include negative
impacts on ecosystem services and increased energy
consumption, higher cost of providing infrastructure (often
leading to the uneven or unequal distribution of services), a

sustainable futures call for slowing down
urban sprawl and, if possible, ensuring that
the compactness of cities is maintained or
increased over time in line with Target 11.3 of
SDG 11
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reduction in the economies of agglomeration and decreased
urban productivity, among others. Yet, sustainable futures
call for slowing down urban sprawl and, if possible, ensuring
that the compactness of cities is maintained or increased
over time in line with Target 11.3 of SDG 11—which also
provides a measure of how efficiently cities “utilize” land.!?

The Degree of Urbanization shows that the share of land
occupied by cities is small (0.5 per cent in 2020), but has
been growing (from 0.2 per cent in 1975) and is projected
to keep growing (to 0.7 per cent in 2070) (Figure 2.6). In
contrast, land covered by towns and semi-dense areas double
between 1975 and 2020, but it is projected to start shrinking
from 2040 onwards due to conversion to city and rural land.
This projection also indicates that the amount of urban land
is likely to shrink after 2050.

City land in low-income countries has been growing rapidly
and is projected to more than double between 2020 and 2070
(Figure 2.7). Additionally, land covered by towns and semi-
dense areas in low-income countries is projected to grow, but
at a slower pace (+50 per cent between 2020 and 2070).
In contrast, upper-middle-income countries are projected to
experience the slowest increase in city land (+10 per cent
between 2020 and 2070) and land covered by towns and semi-
dense areas is likely to shrink, in part due to their shrinking
population. Urban land in lower-middle- and high-income
countries is projected to grow, but the pace slowing over time
to reach almost zero between 2060 and 2070.

2.3. What is Driving Population Growth in
Cities?

The previous section and Chapter 1 show that urbanization
is pervasive although the level, pace and processes driving
urbanization are uneven across the world. The previous
sections of this chapter have also described nuanced trends
along the urban-rural continuum based on the classes in new
global definition (“cities,” “towns and semi-dense areas”
and “rural areas”). This section delves into the most distinct
and unique pattern emerging at the global level that carries
significant implications for urban futures: population growth
in cities.20

Depending on how it is managed, population growth in cities
can contribute to sustainable urban futures and deliver on
the optimistic scenario described in Chapter 1 by increasing
economic productivity, spurring innovations and new ideas
that enable people to find a better job and better access to
services. On the other hand, if this growth is not planned for
and well-managed, it can exacerbate poverty and inequality
(increasing the population of slums or poorly-serviced
neighbourhoods), compound environmental problems and

Depending on how it is managed,
population growth in cities can
contribute to sustainable urban
futures

Figure 2.6: Land covered by cities, towns and semi-dense areas, 1975-2070
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Figure 2.7: Land covered by cities, towns and semi-dense areas and income group, 1975-2070
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pose challenges to the achievement of net-zero goal, thus
leading to the pessimistic or even high damage scenarios
described in Chapter 1. As a result, this section, using
new data from the harmonized definition of cities in the
Degrees of Urbanization approach, revisits the drivers of
city population growth, including the questions of how cities
expand, how new cities emerge and how the age of a city’s
population differs from those in the rest of the country.

Land covered by cities, towns and semi-dense areas in Lower-
middle income countries, 1975-2070
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2.3.1. Natural growth is the main driver of city
population growth

Several studies have warned about the frequent
overestimation of the role of rural-urban migration in the
rapid urban growth recorded in last decades in particular in
Sub-Saharan Africa.2! Despite using different methodologies
to understand the demographic drivers of urban growth,
these studies generally agree that about 60 per cent of the
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urban population increase is attributable to natural growth
and the remaining 40 per cent is due to the combined effect
of migration and reclassification of areas. Because most
of the growth in city population is due to natural change
and expansion, restricting migration into cities would have
relatively little impact.22

These warnings and estimates are confirmed by the analysis
of city population growth over time (Figure 2.8). In lower-
middle- and low-income countries, city population growth is
mainly determined by natural change (captured in the fixed
share component, see Box 2.4). The influence of city-to-rural
migration (captured by the change in share component)
has been dropping over time and is projected to continue
to do so. For example, between 2060 and 2070, the city

Box 2.4: Different drivers of population change

population in low-income countries is projected to increase
by 12 per cent. Two-thirds of this increase (8 per cent) stems
from natural change (fixed share) and only one-third from
rural-to-city migration (change in share).

In high-income countries, both components (fixed share and
change in share) contribute equally to growth, and both are
shrinking over time. In upper-middle-income countries, the
contribution of the natural change (fixed share) is decreasing
at a faster rate than rural-to-city migration (change in share)
and becomes negative after 2040. This decline is because
the national population is projected to shrink from 2040
onwards and only the rural-to-city migration ensures that city
populations continue to grow.

National population change is often broken down into “natural change” (the difference between the numbers of births and

deaths) and “net migration” (the difference between in-migration and outmigration). At the national level, this natural change and
international net-migration data are usually available. Measuring population change at the city level, however, is more complicated.
At the city level, net migration has to consider both international and internal migration. Data is usually not available for natural
change at the city level. Finally, the boundaries of a city can change over time, leading to a reclassification of population. As a result,

this chapter splits population growth in two different ways.

City population growth can be split into two components based on the changes in the city population share:

* Fixed share shows how much the population of a city would grow if its share of the national population remained fixed. This
would be the case if it had the same natural change and net-migration rate as its country did. In lower-income countries, this will

primarily be driven by natural change.

+ Change in share shows how much the population of a city grows because its share of the national population changed. This share
can grow due to net migration, expanding city boundaries and differences in natural change. In lower-income countries, this will

be mainly driven by rural-urban migration.

City population growth can also be split into change and reclassification:

1. Population change:

i.  Within the initial boundaries of the city.
ii.  Within areas that are newly classified as a city.

2. Reclassification: Initial population in areas that are newly classified as (part of) a city.

i. Expansion: Rural, suburban and peri-urban areas that have been added to a city.

ii. Annexation: A town is added to a city.

ii. Anew city: An area, typically a town or village, grows enough in population and density to be classified as a city.
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Figure 2.8: Components of city population growth, 1960-2070
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2.3.2. Expanding cities and new cities

One important, and often ignored, driver in expansion of city
population is represented by the changes in the classification
of an area. So far attempts to explicitly account for the role
of reclassification in explaining urban growth have been
hindered by the lack of harmonization in the definitions
and the absence of detailed boundaries. However, with the
new definitions and by using spatial methods applied on
population grids, some studies have started to demonstrate
how this role is far from being negligible.23

As population grows, some areas originally classified as towns
or rural areas are reclassified as cities and their population
starts to contribute to city population growth. The other
sources of city population growth are natural change
and migration. By applying the classification by Degree of
Urbanization at multiple points in time, the impact of the
change in classification for each cell can be captured and
aggregated. Overall, the spatial expansion of cities and the
emergence of new cities are projected to contribute between
20-40 per cent of the growth in city population. However,
as highlighted in the previous subsection, most population
growth in cities is due to natural change (fixed share) and
most of that growth will occur within the initial boundaries
of a city, while reclassification will add less and less to city
populations (Figure 2.9).

o o o o o o ! o o o o o o
O O [ee) o o~ < g O [ee] o o~ < O
o D D o o o o D [e2] o o o o
o~ — — o~ o~ o~ o~ — — o~ o~ o~ o~
Upper-middle income High income

Changes in the population share in cities

Most new cities will be towns that have grown to attaining
the threshold for “city” classification as per the Degree of
Urbanization harmonized definition. The contribution of
these reclassifications is higher in low-income countries and
leads to a 5 per cent increase city population per decade.
Further, from the spatial analysis using the Degree of
Urbanization approach, the transformation of a rural area
directly to city can also be observed in low-income countries.
This phenomenon, however, does not happen in countries
with higher incomes.

In high-income countries, new cities will be rare. Between
2060 and 2070, new cities are projected contribute to
increase the city population by only 0.5 per cent. In contrast,
in low-income countries the emergence of new cities
between 2060 and 2070 is projected to increase the city
population by 2.3 per cent. The emergence of new cities
of small size poses challenges in terms of urban governance
for low-income countries. The previous World Cities Reports

the spatial expansion of cities and
the emergence of new cities are
projected to contribute between
20-40 per cent of the growth in city
population
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Figure 2.9: The role of reclassification in city population growth during the previous decade, 2030-2070
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have highlighted the plight of secondary or intermediary
cities in most countries. Often, these cities face challenges in
managing urbanization. They struggle to attract investments;
generate employment; and meet the demand for housing,
infrastructure and basic urban services.24

asymmetrical development
compounds the urban spatial divide

Despite these challenges, policy discussions on urbanization
have been dominated in the past by their attention on the
unprecedented growth of megacities and large cities. As
illustrated in Chapter 4, the “winner-takes-all” phenomenon
propels megacities and large cities to growing economically
faster than others creating more localized development as
opposed to allowing more diffused spatial development across
territories. Such asymmetrical development compounds the
urban spatial divide, especially with regard to secondary cities—
whose populations, especially in regions such as Sub-Saharan
Africa, often face multiple deprivations relating to income and
employment, water and sanitation, health and housing.25
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To realize sustainable urban futures, an
integrated and territorial approach to urban
development is imperative

To realize sustainable urban futures, an integrated and
territorial approach to urban development is imperative.
Various levels of government can develop and implement
national urban policies and strategies that ensure integrated
spatial growth and development to harness the potential
of such small and intermediate cities within national
urban systems. These settlements offer a significant, but
often untapped, potential for achieving the Sustainable
Development Goals and contributing to sustainable futures.
The poor data and information on these cities pose severe
challenges for evidence-based policy formulation. For
instance, the lack of sufficient geographic detail and of a
harmonized definition makes it impossible to unpack the
specific components of urban growth.

In low-income countries, expansion and annexation account
for a relatively small share of city population growth and the
high growth rates are mainly driven by population growth
within the initial city boundaries and the new city areas
(Figure 2.10). On the other hand, expansion and annexation
are more important in high-income countries because cities

Medellin, Colombia © Kirsten Milhahn/UN-Habitat



Figure 2.10: City population growth between 2020 and 2030
by city size, income group and source of growth
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tend to be surrounded by larger suburbs, which are absorbed
by the city as it expands. This tendency is particularly the
case for small cities, where the population of the surrounding
suburbs is more important relative to the city population
than is the case for larger cities.

2.3.3. Cities attract more young adults, while rural
areas have more children

In the rural areas of low- and lower-middle-income countries,
children as a share of the rural population is higher than the
share of children in the city population (Figure 2.11). These
higher shares reflect the higher fertility rates in rural areas
whichis documented in several analyses based on Demographic
and Health Survey data.26 Between 1950 and 2050, the slopes

Scenarios of Urban Futures: Degree of Urbanization

of the lines for children do not change substantially, but tend
to shift downwards. This indicates an overall reduction in
the share of children at the country level, but illustrates no
fundamental changes in rural/city differences.

In upper-middle-income countries, a reduction of the intercept
between 2050 and 2000 shows the effect demographic
transition in terms of changes of overall age structure at
national level. This change is also accompanied by a flattening
of the lines, which indicates that rural areas are converging
towards the lower fertility and mortality levels found in cities.

While differentials in age structure for the age groups of
children can be mainly attributed to fertility and mortality,
differences in other age groups stem both from cohort
effects (population residing in the areas moving to the next
age group) and migration patterns which can also have a
strong age component.2?

In all income groups, the slopes invert from positive to
negative when moving from children to young adults’ cohorts.
This inversion indicates that cities attract more younger adults
relative to towns and rural areas. In low-income countries, the
slopes are more pronounced and the inversion is anticipated to
the age group 15-19. For high-income countries, the negative
slope starts at age 20 in correspondence with migrations of
students to cities for tertiary education.

Another inversion that can be observed after age 50,
particularly in high-income countries, denotes how population
ageing is affecting rural areas. This trend is likely attributable
to migrations from cities to rural areas in correspondence
with retirement. Differentials in age distribution between
cities, towns and rural areas have implications both for the
ageing of population in countries in advanced stages of their
demographic transition and for countries with still high
fertility rates and large youth populations.

Overall, the large share of youth populationin citiesis expected
to persist. If accompanied by favourable conditions, large
youth bulges concentrated in cities of developing countries
represent the source of a demographic dividend. In the
absence of such conditions, they pose several demographic
and socio-economic challenges. Provided there are sufficient
employment opportunities, a large youth population frees up
resources for investments and boosts productivity. 28 This
positive effect holds true irrespective of the level of income
and geographical area. Where employment opportunities are
lacking, youth bulges may be a source of unrest, violence
and conflicts.29
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Figure 2.11: Population share by age group in cities, towns and semi-dense areas, and rural areas in 1950, 2020 and 2050
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Note: This graph shows the population share for five-year age groups by Degree of Urbanization for three points in time. The data points of the three classes of the Degree of
Urbanization are connected by a line. A line with an upward slope means that a higher share of that age groups lives in rural areas as compared to cities. A line with a downward
slope means that a higher share of that age group lives in cities as compared to rural areas.

More than a decade ago, the UN-Habitat flagship report
State of the World Cities 2008/09 described cities as “one
of humanity’s most complex creations, never finished, never
definitive. They are like a journey that never ends. Their
evolution is determined by their ascent into greatness or
their descent into decline. They are the past, the present and
the future.”30 The analysis of previous and anticipated future
trends using the harmonized definition of cities provides an
insight into this evolution of cities in a coherent way. As
alluded to in previous sections, it shows that cities have been
growing demographically and spatially and will continue to
do so.

At the same time, the data paint a picture of overall growth:
the number of cities globally doubled between 1975 and
2020 to 14,000. However, the data also show that the growth
in the number of cities will slow down—with only another
3,000 new cities appearing over the next 50 years. As the
following subsections will illustrate, this global slowdown in
the growth of the number of cities hides a lot of variation,
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some based on size of cities (Box 2.5), income grouping and
geographic region. Some will even experience population
loss and shrinkage in the future.

Box 2.5: City size classification

Cities as defined by the Degree of Urbanization are
divided into four size classes:

1. Small cities have a population between 50,000 and
250,000 inhabitants.

2. Medium-sized cities have a population between
250,000 and 1 million inhabitants.

3. Large cities have a population between 1 and 5
million inhabitants.

4. Very large cities have a population of a least 5 million
inhabitants.
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Figure 2.12: Growth in the number of cities 1975-2070 by income group
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2.4.1. Cities in low-income countries continue to
grow in numbers

Low-income countries experienced the largest increases in
the number of cities between 1975 and 2020 (+270 per
cent), while high-income countries experienced the smallest
increase (+30 per cent). Increases in middle-income
countries were between these two extremes (+55 per
cent and + 130 per cent) (Figure 2.12). Projections indicate
that, between 2020 and 2070, the number of cities in low-
income countries will grow far more than in the rest of the
world. An increase of 76 per cent, compared to 6 per cent
in upper-middle-income countries. The number of cities in
high-income and lower-middle-income countries will both
increase by about 20 per cent.
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From a geographical perspective, the two regions with the
biggest absolute increase in the number of cities between
1975 and 2020 are Central and Southern Asia (+2,500)
and Sub-Saharan Africa (+1,800) (Figure 2.13). According
to the projections, they will also experience the biggest
increases between 2020 and 2070 (+850 and + 1,700,
respectively).

The two regions with the lowest relative increase in the
number of cities between 1975 and 2020 are Europe, where
they remained constant, and Eastern and South-Eastern Asia,
where they increased by 35 per cent. The projections also
suggest that the growth in cities will remain low in these
two regions. In Europe, the number of cities is projected

Figure 2.13 Growth in the number of cities 1975-2070 by region of the world

6,000
5,000
£ 4000
‘S
S 3000
2
£
3 2000 —
1,000
0
1970 1980 1990 2000 2010 2020 2030 2040 2050 2060 2070
——— Australia and New Zealand ———Central and Southern Asia Eastern and South-Eastern Asia
Europe —— Latin America and the Caribbean —— Northern Africa and Western Asia
—— Northern America —— Oceania —— Sub-Saharan Africa

50



WORLD CITIES REPORT 2022

to increase by only 9 per cent between 2020 and 2070
while the number of cities is projected to remain constant in
Eastern and South-Eastern Asia.

The biggest increase in cities with 1 or 5 million inhabitants
between 2020 and 2070 is projected to happen in Sub-
Saharan Africa and Central and Southern Asia. In Sub-
Saharan Africa, the number of cities with at least 1 million
inhabitants will increase from 60 to 134 over the next 50
years and those with at least 5 million will increase from
six to 28. For Central and Southern Asia, the respective
increases are from 117 to 183 and from 16 to 31. In all
other regions, the increase is much lower. Notably, Eastern
and South-Eastern Asia is projected to see a small reduction
of cities with at least 5 million, from 29 to 27.

2.4.2. In more developed countries, the largest city
tends to be more important
Urbanization and the concentration of population in cities
is seen by standard economic geography as a finite and
beneficial process, part of the transformation from agrarian
to industrialized societies. Higher concentration has
been historically associated with economic development,
improvements in living standards, better education,
lower fertility, technological development and increased
productivity. However, these outcomes are not guaranteed,

especially in poorer countries, and urbanization by itself is
not a sufficient condition for economic development.3!

The new harmonized definition and data set allow us to
capture primacy, or the relative importance of the biggest
city, in two ways: (a) by calculating the population in the
largest city relative to total city population in a country and
(b) via the Hirschman-Herfindahl Index (HHI), a common
measure of concentration.32 Noteworthy, because, for most
countries, it was not possible to obtain data for each city, most
studies relied on a less suitable indicator: the population of
the largest city as a share of the national population.

Overall, primacy tends to be higher in smaller countries as well
asin more developed countries (Table 2.1). A small country may
only have a single city, leading to high primacy. For example,
Bahrain, Lesotho, Mauritius, Timor-Leste and Singapore only
have one city. In a large country, a single city cannot capture
a large share of the country’s city population. For example,
in India the biggest city only accounts for 4 per cent of the
country’s city population. The city population share in the
largest city decreases from 69 per cent in small countries (1 to
5 million total population) to 21 per cent on average in very
large countries (i.e., with more than 100 million inhabitants);
HHI decreases from 56 per cent on average in small countries
to 8 per cent on average in very large countries.

Figure 2.14: Number of cities with at least 1 or 5 million inhabitants per region, 2020-2070
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Table 2.1: Urban primacy by country size and income group or SDG region, 2020

Country population size group 1-5 5-10 10-25 25-50 50-100 >100

million million million million million million

Population in largest city as share of population in all cities

Low Income 62% 63% 37% 37% 29% 6% 41%
Lower-middle income 7% 46% 47% 28% 32% 24% 44%
Upper-middle income 62% 55% 40% 34% 35% 18% 45%
High Income 74% 62% 47% 25% 31% 25% 53%
Oceania 8% 8%
Northern America 30% 10% 20%
Central and Southern Asia 50% 43% 35% 26% 15% 34%
Australia and New Zealand 61% 28% 45%
Sub-Saharan Africa 65% 60% 35% 39% 31% 9% 45%
Europe 62% 54% 43% 18% 24% 22% 47%
Latin America and the Caribbean 1% 57% 44% 39% 27% 22% 49%
Northern Africa and Western Asia 82% 53% 50% 23% 30% 32% 50%
Eastern and South-Eastern Asia 96% 84% 56% 31% 45% 31% 54%
All 69% 56% 42% 31% 32% 21% 46%

Herfindahl- Hirschman Index

Low Income 45% 43% 19% 17% 12% 1% 24%
Lower-middle income 67% 29% 28% 12% 13% 9% 28%
Upper-middle income 47% 38% 21% 16% 17% 5% 29%
High Income 61% 46% 28% 12% 15% 1% 38%
Oceania 3% 3%
Northern America 13% 3% 8%
Central and Southern Asia 29% 25% 14% 8% 5% 17%
Australia and New Zealand 40% 17% 29%
Sub-Saharan Africa 54% 40% 18% 20% 13% 1% 29%
Europe 45% 37% 25% % 9% 6% 30%
Latin America and the Caribbean 54% 39% 25% 20% 10% 7% 31%
Northern Africa and Western Asia 2% 35% 31% 7% 11% 12% 35%
Eastern and South-Eastern Asia 93% 4% 35% 13% 25% 14% 39%
All 56% 39% 23% 14% 15% 8% 30%

Note: SDG regions ranked from low to high primacy. Countries with less than 1 million inhabitants are not included.
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Primacy also tends to be higher in high-income countries than
in lower-income countries, but the relationship is complex.
Econometric analyses show that the relationship between the
concentration of population in the biggest city, or primacy,
and economic growth is not linear. Given the population size
and the level of development of a country, there is an optimal
range of primacy where it contributes to economic growth,
beyond which it acts as a brake on development.33

As population continues to grow in most countries, primacy
is also projected to drop. On average, city primacy in 2020
was 46 per cent, which is slightly lower than in 1975 (49
per cent). Projections indicate that it will continue to drop,
reaching 45 per cent in 2070. The HHI shows the same
pattern: decreasing from 36 per cent in 1975 to 30 per cent
in 2020 and projected to reach 29 per cent in 2070.

The two regions with the highest average primacy are Eastern
and South-Eastern Asia and Northern Africa and Western
Asia. In both, primacy tends to be significantly higher in in the
various country population size groups, which may indicate
that excessive primacy could limit economic growth. Faster
population growth of the smaller cities in these countries
would reduce their primacy and may help to reduce pressure
on the largest city.

2.4.3. More and more people are living in large
cities

City population growth varies by income group and city
population size (Figure 2.15). In low-income countries, city
population increases from below 100 million people in 1975
to more than 700 million people in 2070. Most significant
change takes place in the cities with more than 5 million
inhabitants. Low-income countries did not have a single city
of this size in 1975. By 2020 there were three cities with
more than 5 million inhabitants, which hosted about 18
million people: Dar es Salaam, Tanzania; Kabul, Afghanistan;
and Kinshasa, Democratic Republic of the Congo. By 2070,
low-income countries are projected to have 15 cities in this
class with a cumulative population exceeding 150 million
people. The total population in cities of between 1 and 5
million inhabitants was only 18 million in 1975. That figure

Ly
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tripled to 70 million in 2020 and is projected to double by
2070 to reach almost 140 million.

Population in cities in lower-middle-income countries
is projected to increase from half a billion to 2.5 billion
people between 1975 and 2070. Population increases were
the biggest for cities with at least 5 million inhabitants,
increasing from 60 to about 360 million between 1975 and
2020 (+500 per cent). The projections indicate that this
population will further increase to 830 million by 2070.

City population in upper-middle-income countries increased
from 540 million people in 1975 to 1.2 billion people in
2020, but projections show that the population size will
level off over the coming decades, stagnating at around 1.35
billion between 2050 and 2070. The largest increments
in city population in these countries have taken place
prior to 2020. Noteworthy, the growth in city population
is concentrated in cities with at least 5 million inhabitants,
which increased from 65 million in 1975 to 310 million in
2020 (+400 per cent). It is projected to still increase, but at
a much slower rate, to 370 million by 2070 (+20 per cent).
Population in smaller cities grows more slowly in upper-
middle-income countries.

City population in high-income countries grew from about
350 million people in 1975 to about 615 million people
in 2020, and is projected to pass 800 million people in
2070. Notably, cities with at least 5 million inhabitants
are exhibiting an almost similar trend. These cities had
a population of only 80 million in 1975, which increased
two and a half times to reach 200 million in 2020 and is
projected to reach over 300 million in 2070. On the other
hand, the slow growth recorded in smaller cities is projected
to continue into the future. However, as noted in Chapter
1, the COVID-19 pandemic has resulted in a net population
decline of some large cities of countries like the US as people
migrate to smaller cities and towns, a shift speculated to be
temporary.

There are significant differences between income classes
when it comes to the change of city numbers over time.
Overall, there is an accentuated growth of cities in lower-
income countries. This trend is particularly clear from Figure
2.16 in the low-income subplot (top-left quadrant), where
there is a linear growth of cities in all city size classes,
except from the largest size class (with more than 5 million
inhabitants). The growth of the number of cities with at least
5 million inhabitants in low-income countries is high and
increases over time.
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Figure 2.15: City population by city size and income group, 1975-2070
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In the lower-middle-income countries (top-right quadrant),
the number of large cities grew slightly faster between
1975 and 2020. Projections indicate that this process will
continue with higher growth in the number of cities with at
least 5 million inhabitants while the growth in the smaller
cities slows down.

In upper-middle-income countries (bottom-left quadrant),
the number of cities stabilizes after 2020 for all city classes.
In high-income countries, the number of cities with at 5 five
million inhabitants continues to grow also beyond 2020,
while the number of smaller cities only increases slightly.
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2.4.4. Most growth in city land will occur in low-
income countries

As the world continues to urbanize, sustainable urban
futures depend increasingly on the successful management
of this urban growth. This expansion should be anticipated
with sound planning policies and related actions that guard
against dysfunctional and exploitative development practices
such as land speculation and unserviceable sprawl, which
cause inefficiencies and distortions that undermine the
urban economy.34
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Figure 2.16: Growth of the number of cities by population size and income group, 1975-2070
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The successful management of this urban growth—especially
in low-income and lower-middle-income countries, where
the pace of urbanization is projected to be the fastest—is
key for sustainable development.3> The new data from the
Degree of Urbanization approach show that changes—in
terms of growth of city land area from 2020 levels—will
mostly take place in low-income countries (4141 per cent),
lower-middle-income (+44 per cent) and high-income
countries (+34 per cent) (Figure 2.17). Changes in upper-
middle-income countries are projected to be relatively small
(+13 per cent). Growth of physical extent of city land is
projected to be highest in Oceania (+ 109 per cent) and Sub-
Saharan Africa, where it is projected to almost double.

Growth of cities by population size group in Upper-middle
income countries, 1975-2070
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The rapid spatial expansion of the physical extent of cities
in Sub-Saharan Africa, for instance, is to a large extent
attributed to peri-urbanization. The region is experiencing
continual engulfment of un-serviced land in a mostly
informal process largely driven by low-income households
attempting to secure land that is affordable and in reasonable
locations.36 Recent studies have also confirmed that this
rapid spatial expansion is taking place at a higher pace in
small and secondary cities than it is in large cities.3”

Often, government structures, institutional capacities,

regulatory frameworks and land tenure systems in most
countries in Sub-Saharan Africa are not able to respond
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effectively to the emergence of these new settlements. As
such, expansion areas are not well-planned and, as well,
lack public goods and social amenities—thus charting an
inefficient and unsustainable spatial development path with
significant negative implications e.g. for rural livelihoods,
agriculture and food security.38

On the other hand, the projections show that lowest growth
in city land will be in Eastern and South-Eastern Asia (+10
per cent), Latin America and the Caribbean (+ 14 per cent)
and Europe (+16 per cent). These regions are relatively
highly urbanized and will be experiencing some of the
smallest increase in city population share (Figure 2.4).
Notably, a number of cities in these regions are projected to
experience some level of shrinkage (Map 2.1).

Shrinkage is not a new phenomenon. Past UN-Habitat flagship
reports have recorded this phenomenon in both developing
and developed countries, triggered by various reasons.3?
Shrinking cities are often characterized by deteriorating
living conditions, environmental degradation, urban decay

such as property abandonment and a rise in inequality. These
worsening conditions force residents to seek opportunities in
other cities that offer higher quality of life, further spiralling
shrinking cities into long-term population loss if necessary
measures and strategies are not implemented to tackle the
decline.40

While most of the cities projected to shrink by 2050 are small
(in Armenia, Barbados, Belarus, China, Cuba, El Salvador,
Georgia, Germany, Japan, Moldova, Republic of Korea, Russia
and Ukraine), there are notable large cities whose land area
is projected to shrink by more than one-tenth by 2050.
These include Daegu, Republic of Korea (-14 per cent);
Kitakyushu, Japan (-15 per cent); and Saint Petersburg,
Russia (-20 per cent). The management of shrinking cities
requires innovative measures and strategies by policymakers
(Box 2.6). For example, Kitakyushu City—once renown as a
major iron and steel centre during the rapid industrialization
years of Japan and now home to the fastest-growing ageing
population—has adopted green growth strategies to address
population decline and ensure regional revitalization.4!

Figure 2.17: Growth of city land by income group and region, 1975-2070
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Growth of city land by income group, 1975-2070
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Map 2.1: City land area change, 2020-2050
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Box 2.6: Shrinking cities: Planning for future growth while anticipating decline

Management of shrinking cities requires innovative skills and strategies to contain population flight and attract new residents.

Policymakers should consider the following:

Continuous monitoring is indispensable to understand population and spatial changes for evidence-based policy formulation and
future planning. This is useful in assessing the persistent presence of urban growth or shrinkage. In most places, poor data and
information (often lacking geographical detail) creates challenges for evidence-based policy formulation.

Regional integration, connectivity and networking schemes aid cooperative public policy in changing urban areas. Improved
connectivity, for instance, is critical to maximizing the potential economic benefits of agglomeration or helping to offset the loss
of it. Moreover, enhanced networking of people and firms fosters innovation as well as the exchange of ideas, goods and services.

Public-private partnerships allow for innovation, renewal and adaptation of the fiscal bases of cities. The focus of the
revitalization efforts in these cities should be on the needs of the disadvantaged segment of the population. Importantly, ensuring
voices from such groups are heard and they benefit from the growth and establishment of local anchor institutions rather than be
pushed out by the changing conditions (e.g. through gentrification). It is imperative to enhance public participation policies that
encourage more engagement from various actors in the planning process.

Investments in public education and workforce development as well as knowledge transfer and economic diversification can
assist regions in moving from outdated economic activities to new businesses and sources of revenue.

Increasing openness towards external migrants and integrating them into cities as part of a revitalization strategy to counteract
for depopulation from outmigration.

Urban policies should facilitate planning for industrial environmental impacts in the declining phases of cities, and for
management of the environmental legacy of industrial activities.

Flexible design and placement of assets (such as industrial infrastructure, commercial buildings, and infrastructure for water, sewage,
electricity and industrial land) facilitate transformation into new uses when necessary. For example, launch a green transformation of
abandoned industrial districts into ecological open space or revitalized public space, like a creatively-designed industrial park.

Issues surrounding the environmental legacy of shrinking cities are a global phenomenon: planners and policymakers need to
be aware of the environmental changes that lead to shrinkage as well as the ways in which shrinkage leads to environmental
changes. Moreover, pursuing environmental justice presents an opportunity for addressing the decline (i.e., it can form a basis for

revitalization).

Source: Chen et al, 2021; Ortiz-Moya, 2020; Silverman, 2018; OECD, 2016, UN-Habitat, 2008; Martinez-Fernandez and Wu, 2007.

When these changes in city land are observed from the
lens of city size and income groups, results show that the
lower the income of a country, the higher the share of city
land covered by small cities (less than 250,000 inhabitants)
(Figure 2.18). In 2020, for instance, almost half of all city
land in low-income countries was covered by small cities,
compared to around one-third in middle-income countries
and one-quarter in high-income countries. By 2070, the
share of land in small cities is projected to drop slightly as

59

the land covered by larger cities grows faster. Nevertheless,
the big difference between income groups will remain with
a far higher share of land covered by small cities in low-
income countries (45 per cent) as compared to high-income
countries (23 per cent).

This trend essentially implies that small cities— as well as
towns and semi-dense areas (as illustrated in Figure 2.6
and Figure 2.7)—remain critical to achieving sustainable
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development, especially in low-income countries. It is in the pivotal role they play as well to help reduce pressure on
these settlements that a variety of urban-rural linkages in primary cities in developing regions.

production, consumption and financial relationships, have

profound impact across the urban-rural continuum are

fostered;42 small cities (and towns and semi-dense areas) e

essentially enhance synergy within the continuum of human Small cities— as well as towns and semi-dense
settlements. Therefore, given share of city land covered areas remain critical to achieving sustainable

by these settlements, adequate territorial planning and development, especially in low-income countries
enhanced capacities in these settlements can strengthen

Figure 2.18: City land by city size and income group, 1975-2070 (thousand square kilometres)
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The growth of cities both demographically and spatially over
the past several decades has highlighted the challenges of
managing city growth. UN-Habitat promotes well-planned
and designed cities with adequate densities and recommends
increasing densities where necessary. The various classes of
urban settlements discussed in this chapter can accommodate
growth through a mix of strategies, such as densification,
mixed-use development, affordable housing, improved
connectivity, increased access to public space and a diversity
of employment opportunities. These strategies should be
underscored by inclusive governance arrangements that
promote socially cohesive urban communities.43

This section explores and shows the impact of three different
city development scenarios on the demand for city land and
city population densities in 2050. Density, increasingly
seen as a critical sustainability metric, is employed in
these scenarios because it is “the intervening measure that
translates population into land consumption.”44 The three
scenarios are based on the density of cities, towns and semi-
dense areas for three different parts of the world (Table
2.2). The biggest differences in density are for cities, a nine-
fold increase from the low- to the high-density scenario,
followed by towns with a six-fold increase, while semi-dense
areas remain very similar across the three scenarios. The
population density of a city is critical as it determines how
much land is needed to accommodate a given population. In
this section, cities with a density below 3,000 inhabitants
per sq. km are considered “low density,” between 3,000
and 6,000 is considered “medium density,” above 6,000 is
considered “high density.”

In the low-density scenario, a city will tend to grow more
horizontally and less vertically. For example, population
density would not increase much in the centre of the city
and most growth would occur at the edges of the city and
at lower densities as illustrated by the case of Maputo,

Table 2.2: Population density in three development scenarios

Mozambique, in Figure 2.19. The land covered by the city of
Maputo would more than double under all three scenarios.
In the low-density scenario, for instance, the land occupied
by the city of Maputo would increase by almost 160 per
cent, while its population density drops from 6,000 to 5,000
inhabitants per sq. km (see Figure 2.19, top right). Under
the high-density scenario, more growth will occur within the
initial boundaries of the city, thus increasing density levels,
and additional city land will also be relatively high density.
Under this scenario, Maputo’s land would only grow by 35
per cent, but its population density would double to 13,000
inhabitants per sq. km (see Figure 2.19, bottom right). The
medium density scenario leads to a moderate increase in
population density and more limited spatial expansion (see
Figure 2.19, bottom left).

It worth noting that population growth within the initial
boundaries of a city or a town can be accommodated
through planned infills or densification by building on vacant
land within the town or city, replacing low-rise buildings
with medium- or high-rise buildings. Planned city infills
can respond to future urban growth in an orderly manner,
minimizing expansion through inefficient land-use patterns
and leapfrogging that generates wasteful areas as well as
avenues for speculation. Infills can also remedy fragmented
urban spaces.

These density scenarios play out differently for cities in
various regions of the world. Medellin, Colombia—with a
very high population density at 16,000 inhabitants per sq.
km in 2020—is projected to grow its city’s area in the range
of 17 per cent and 100 per cent between 2020 and 2050
depending on the scenario. In the low-density scenario,

Scenario Based on Cities Towns Semi-dense areas
Low density Northern America 1,700 900 750
Medium density Northern and Western Europe 3,800 1,300 770
High density Eastern Asia 15,000 5,300 900
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Figure 2.19: Maputo in 2020 and in 2050 under three different scenarios
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its area would double and its density would drop to 9,500
inhabitants per sq. km, which is still high. The high-density
scenario (Figure 2.20) would mean no expansion of city land,
but density would further increase to 21,000 inhabitants
per sq. km. The medium-density scenario strikes a balance
between the demand for land and density with a spatial
expansion of only 33 per cent and a small reduction in
population density to 14,000 inhabitants per sq. km.

The population of Lusaka, Zambia, is projected to at least
double between 2020 and 2050. In the high-density
scenario, city land would only increase by 16 per cent, but
this scenario doubles its density to 17,600 inhabitants per
sq. km. In the moderate density scenario, city land doubles,

Maruto Urban Centre 2050
Low density scenario
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which keeps population density around 8,700 inhabitants
per sq. km. In the low-density scenario, population density
drops to 6,300 inhabitants per sq. km, and its area increases
by 150 per cent.

Taejon, Republic of Korea, and Hamburg, Germany, are cities
where the impact of the scenarios is far smaller because
their populations are not really projected to grow. For Taejon,
city land barely increases in the moderate- and low-density
scenario, while in the high-density scenario city land shrinks
(-23 per cent). In Hamburg, also virtually nothing changes
in the moderate- and low-density scenario, but in the high-
density scenario Hamburg attracts more residents leading to a
growth in population (71 per cent) and in area (31 per cent).
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2.5.1. City densities are high and growing in low-
income countries

A review of past trends using the harmonized data from the
Degree of Urbanization approach shows that cities in low-
income countries are among the densest in the world. On
average, their density has increased over time from 7,000
to 11,000 inhabitants per sq. km between 1975 and 2015
(Figure 2.21). Cities in lower-middle-income countries had
a similar density to that of cities in low-income countries
in 1975, but their densities dropped a bit as their cities
expanded slightly faster than their populations grew. In
2015, their cities had an average density of about 7,000
inhabitants per sq. km. In upper-middle-income countries
and high-income countries, city densities were lower (5,000
and 3,000 respectively) and barely changed over time. These
countries experienced slower population growth, which
reduced the challenge of providing enough housing and
infrastructure.

City population density by region shows more variation with
the highest densities in Central and Southern Asia, Oceania
and Sub-Saharan Africa and the lowest densities in Australia,
New Zealand and Northern America (Figure 2.21 and Map
2.2). In most countries, the density increases with the
population size of the city, except in low-income countries
where on average density does not necessarily increase with
population size as smaller cities also tend to be dense.

Figure 2.20: City expansion under three development
scenarios in Medellin, Lusaka, Taejon and Hamburg
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cities in low-income countries are among the
densest in the world. On average, their density
has increased over time from 7,000 to 11,000
inhabitants per sq. km between 1975 and 2015

Figure 2.21: City population density by income group and region, 1975-2015
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City population density by region, 1975-2015
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Map 2.2: Population density in cities, 2015
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Only cities with at least 250,000 inhabitants in 2015 are shown.

The impact of the three scenarios depends on rate of
population growth. The scenarios take into account that it
is easier to change the density of new developments than
of existing ones. As a result, the biggest impact is on the
low-income countries as their population is projected to
increase the most (64 per cent between 2020 and 2050),
while the population increase in the other income groups is
much smaller (ranging from 2 to 29 per cent). For example,
city densities would not change dramatically in Northern
America, Australia, New Zealand and Europe because their
population growth is relatively low (Figure 2.22). By contrast,
densities would continue to increase rapidly in Sub-Saharan
Africa in the high-density scenario and drop substantially in
the low-density scenario.

Under the high-density scenario, population density in
cities in low-income countries would continue to increase
and reach 14,000 by 2050, while densities in high-
income countries would increase the least reaching just

4,000 by 2050. The two middle-income groups would
both experience a moderate increase reaching 9,000 in
lower-middle-income and 7,000 in upper-middle-income
countries (Figure 2.22).

2.5.2. Aiming for adequate densities and managing
city expansions
Compact, socially inclusive, better integrated and connected
cities are an imperative for sustainable urban futures.
As highlighted in previous sections of this chapter and in
Chapter 6, the negative social, economic and environmental
impacts of dispersed urban growth are significant. On the
other hand, compact development reduces sprawl, allows
for more efficient use of and preservation of land resources,
is associated with lower infrastructure cost per capita, and
reduces long commutes (and consequently greenhouse gas
emission), among other benefits. For example, transport
infrastructure and utilities are more costly to provide and
maintain in low-density development scenarios. Efficient
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Figure 2.22: Population density in cities in 1990 and 2020 and in three different scenarios in 2050 by income group and SDG
region (density in inhabitants per sq. km)
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public transport depends on sufficient demand at each
public transport stop, which is difficult to provide in low-
density neighbourhoods.

Well-designed and contextually supported densification and
compact development are important for the various classes
of cities discussed in this chapter and are in line with the
“optimistic” vision of the future outlined in Chapter 1. Cities
should therefore aim for sufficient density with adequate
activity mix, while still providing important public amenities
such as parks, squares, sports grounds and cultural venues, as
well as good transport infrastructure, to ensure connectivity
at the city and regional level.4> These public spaces play a
vital role of making density work. The COVID-19 pandemic,
for instance, has reinforced the value of quality public spaces,
walkability, proximity and enhanced accessibility.46

All of these preferences call for responsive urban and
territorial planning that anticipates and effectively
addresses the demand for city expansion.4” They also call for
the public sector to embrace a fundamental set of actions
that will ensure an orderly urban expansion (Box 2.7).48
On the other hand, however, weaknesses in planning and
institutional frameworks will perpetuate sprawl or lead to
densification that results in overdevelopment and crowding
(and its associated adverse health outcomes), gentrification,
poor air quality and noise pollution, among other problems,
that make sustainable urban futures elusive and bring to

Scenarios of Urban Futures: Degree of Urbanization

fruition the “high damage” and “pessimistic” scenarios
alluded to in the previous chapter.

Globally, cities would occupy less land and host more
people under the high-density scenario, but as shown above
it would force the already high population density in low-
income cities even higher. On the other hand, low-income
countries would need five times the amount of land for
their cities in the low-density scenario (Figure 2.23). Low-
density development would require massive infrastructure
investments to provide services and access to all the new
neighbourhoods in low-income countries. So many cities
would more than double in area under the low-density
scenario (Map 2.3) that it would be extremely difficult
for governments in lower-income countries to finance
the necessary infrastructure. The World Cities Report
2020 already outlined the challenge of financing urban
infrastructure in these countries. Still, the moderate- or
high-density scenario would imply a tripling or doubling of
city land in low-income countries.

In upper-middle- and high-income countries, the growth in
city population is lower and cities are less dense. As a result,
they can accommodate more people in their cities without
any need to increase the amount of land. In some cities, the
amount of city land could even shrink (Map 2.4), especially
in Eastern Asia.

Box 2.7: Making room for future urban expansion: Minimal actions

In preparing rural areas in the periphery of growing cities for urban development, the public sector should undertake the following

fundamental actions:

i estimating the amount of land required for development during the next three decades and identify potential expansion areas;

i protecting areas of environmental risk as well as a hierarchy of public open spaces from development;

ii laying out and securing the rights-of-way for a future arterial infrastructure grid that can carry public transport throughout the

projected expansion area; and

iv fostering the proper subdivision of lands—to rectangular or near-rectangular plots, where possible—by all suppliers of
commercial and residential lands, with special attention given to informal housing developers, so as to prevent rural lands
converted to residential use from becoming and remaining “slums, “and facilitating their transformation into regular residential

neighbourhoods.

Source: Angel et al, 2021.
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Figure 2.23: City land in 1990, 2020 and in three scenarios in 2050 by income group and SDG region (city land in 2020=100)
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Map 2.3: Total area change per city in a low-density scenario, 2020-2050
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This chapter, using harmonized data from the Degree of
Urbanization approach, shows that the global population
share in cities has been increasing continuously, but that the
rate of increase has slowed down. About one-quarter of the
world population lived in cities (as defined by this approach)
in 1950 and this figure grew to almost half the population
in 2020. Going forward, a further increase to almost 60 per
cent in 2070 is projected. This essentially denotes that the
biggest increases in the share of people living in cities is
already behind us.

The chapter has further illustrated that city population in
low-income countries has been growing much faster than
in other countries due to much higher overall demographic
growth and a faster increase in the city population share
from a low base. As a result of these dynamics, the amount
of land covered by cities in low-income countries has grown
much faster over the years. It doubled between 1975
and 2020 and is projected to do so again by 2070, a clear
indication of the need for policymakers in these countries
to focus on managing this spatial growth with sound policies
that promote compact development as well as mitigate the
negative social, economic and environmental impacts of
dispersed urban growth where it is recorded. In contrast,
this chapter has also shown that city land in higher-income
countries is projected to increase moderately by between 10
per cent and 50 per cent over the same period.

Population growth in cities is primarily driven by natural
growth, while rural-to-city migration has a smaller impact.
This is especially the case in low-income countries, where
natural population growth explains two-thirds of city
population growth.

As cities grow, they tend to expand spatially into surrounding
suburban and rural areas and to annex nearby towns. This
chapter has illustrated that both of these factors contribute
to the growth of city population, especially in high-income
countries where many cities are surrounded by large
suburban areas. In low-income countries, however, the
chapter has shown that expansion and annexation adds
relatively little to city population growth, in part due to high
overall population growth rates and a relative absence of
suburban areas.
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In terms of various population cohorts, the chapter has
shown that the estimated share of children in rural areas
tends to be higher than in cities in low-income and lower-
middle-income countries. This has been the trend over
the past decades, it presently is so, and projection to 2050
shows that it will remain that way. In high-income countries,
however, this trend is changing from slightly higher share in
rural areas in 1950 to a lower share in rural areas in 2050.
The chapter further records that young adults prefer city
living across countries within all four income groups, while
only in high-income countries do people over 65 move to the
rural areas.

The chapter has also vividly shown that concentration of city
population in the largest cities tends to be higher in more
in more developed countries, when taking into account
the population size of a country. Further, it has illustrated
that low-income countries have a higher share of their
city population and city land in small cities as compared to
higher-income countries.

Given the rapid growth of city population in low-income
countries, the type of urban development will have a big
impact on the shape of cities. For sustainable futures to be
realized in these places, policy measures that incentivize
compact and moderate- or high-density development—which
allow more people to live in cities, while using less land—
should be implemented. It is worth noting that significant
spatial expansion is inevitable in these countries—even
under a higher-density development scenario, city land in
low-income countries is projected to double in the 2050s.

Finally, this chapter has emphasized the need for urban
and territorial planning that anticipates and responsive
to effectively mitigates the negative social, economic and
environmental associated with this growth. The growth of city
land in low-income countries will require substantial efforts
in terms of both planning and infrastructure investments.
Planning should be undertaken ahead of this expansion
of cities to halt informality and ensure that there is policy
coherence at various scales guiding the needed investments.
In the absence of this, low-density city development that will
see city land in low-income countries increase by a factor
of five. This sprawl, compounded by informality, will be
extremely challenging to manage, inhibiting the pursuit and
realization of sustainable futures.
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Chapter 3:

Poverty and Inequality: Enduring
Features of an Urban Future?
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Quick facts

1. Urban poverty and inequality are highly complex and multidimensional challenges whose
manifestation go beyond lack of income.

2. Without concerted action at all levels, poverty and inequality could become the face of the
future of cities.

3. Poverty is on the rise in close to one-third of the countries in Sub-Saharan African, and
most countries in the region are off-track in ending poverty by 2030.

4. The COVID-19 pandemic has reversed years of remarkable progress made in the fight
against poverty and has resulted in the emergence of newly poor people.

5. The level of urban poverty and inequality, coupled with the impacts of the COVID-19

pandemic are clear indicators that governments must act now to create the conditions that
nurture equitable urban futures.

Policy points

1. The vision of equitable urban futures will not be achieved unless cities and subnational
governments take bold actions to address the pervasive presence of urban poverty and
inequality.

2. Within the Decade of Action window (2020-2030), cities and subnational governments
should adopt a multidimensional approach to addressing poverty and inequality.

3. Investing in and extending infrastructure and services to deprived neighbourhoods is a
critical policy lever to address poverty and inequality

4. Supporting informal employment is critical for building inclusive urban futures.

5. Gender transformative approaches are crucial for building inclusive urban futures.
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Urban poverty and inequality remain one of the most
intractable and highly complex problems confronting cities.
The notoriously overcrowded slums in Mumbai, India;
Nairobi and Rio de Janeiro; chronic homelessness in London;
and persistent concentrated poverty in Baltimore, US, all
send one clear message to policymakers: tackling urban
poverty and inequality is one of the key priorities for building
inclusive and equitable urban futures. The SDGs and the
New Urban Agenda are bold, ambitious, multi-stakeholder
frameworks that have been adopted to tackle poverty and
inequalities and develop cities in an inclusive manner. Both
frameworks recognize the transformative power of cities in
promoting equitable growth and prosperity.! Specifically,
target 11.1 of SDG 11 seeks to ensure access to affordable
housing and basic services for all by 2030. The New Urban
Agenda envisions cities as centres of equal opportunities,
where everyone enjoys productive and prosperous lives.
Both SDGs and the New Urban Agenda are underpinned by
the principle of leaving no one behind. Urban groups that are
often marginalized include women, children, the homeless,
migrants and refugees, minorities, indigenous people,
people with disabilities and those working in the informal
economy. These groups are systemically excluded from the
opportunities and benefits of urbanization based on gender,
age, race, ethnicity and other characteristics.

The solutions to creating inclusive and equitable urban
futures are more likely to come from the decisions of local
governments. Cities have several unique characteristics to
attain the principles embedded in sustainable development.
The process of urbanization has the potential to become
a transformative force that creates opportunities for all.
Properly planned and well-managed urbanization processes
can reduce poverty and inequality by creating employment
opportunities as well as ensuring access to infrastructure
and basic urban services, especially for the most vulnerable.
Conversely, poorly planned urbanization can be a key driver
of and catalyst for urban poverty, inequality, social exclusion
and marginalization. Without concerted action at all levels,
poverty and inequity might become enduring features of the
future of cities.

Despite the aspirations embedded in international
development frameworks, cities are characterized by
both visible and invisible divides that often trigger various
forms of social, economic and political exclusion. The
Kuala Lumpur Declaration on Cities 2030 rekindled these
concerns by highlighting key challenges facing our cities.
These include inequitable access to urban services and
economic opportunities, insufficient protection of the
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urban poor from forced evictions and exclusion of the poor
in urban planning processes.2 Cities have become arenas
of contestation between different interests. Elites are
increasingly concentrating economic and political power in
ways that manifest spatially. Thus, despite being incredible
generators of economic growth and well-being, cities are
potentially poverty and inequality traps. More than ever,
increasing levels of poverty and inequality are becoming
persistent trends in our towns and cities.3

The COVID-19 pandemic has exacerbated existing
urban inequalities and amplified vulnerabilities, with
disproportionate impacts on disadvantaged groups. The
pandemic, along with the looming climate crisis, current
socioeconomic and political instabilities, and persistent
armed conflict, create significant challenges for building
inclusive and sustainable urban futures. The pandemic is
a vivid reminder that the vision of inclusive and equitable
urban futures can be nurtured or suppressed in cities.
Therefore, the key questions for policymakers are: what
will the future of cities look like with respect to urban
poverty and inequality, and how will these realities play
out in different geographical settings? Though the future
cannot be predicted with certainty, what happens in cities
today will determine the nature of poverty and inequality
for years to come.

This chapter examines the outlook for poverty and
inequality in the future of cities. As a prelude, the
chapter introduces the multidimensional nature of urban
poverty and inequality and how they manifest in different
geographical settings, urbanization trends, shifting modes
of production, changing political economies, and local
and national policies. It analyses the current situation
with respect to urban poverty and inequality in different
geographical contexts and discusses how cities can respond
to the underlying challenges of poverty and inequality to
ensure that no one is left behind amid multiple crises. Urban
poverty and inequality trends differ significantly between
cities of developed and developing countries, which
reflects the reality of a highly unequal urban world. The
chapter explores the future roles of cities and subnational
governments in eradicating poverty and inequality and
discusses how slums and informal settlements can act
as entry points for place-based interventions to build
resilience. Finally, the chapter examines transformative
approaches for addressing poverty and systemic inequalities
as a basis for sustainable and inclusive urban futures. These
approaches will help determine which of the scenarios of
urban futures discussed in Chapter 1 will come to pass.



3.1. Urban Poverty and Inequality: A
Multidimensional Perspective

Urban poverty and inequality are some of the most persistent
problems confronting cities today and will likely continue to
do so for many years to come without significant intervention.
These deprivations presently occur at a larger scale in
cities due in part to the fact that majority of the world’s
population resides in urban areas. The COVID-19 pandemic
has exacerbated these challenges, creating more challenges
for cities and subnational governments. Figures 3.1 and 3.2
represent the multiple dimensions of urban poverty and
inequality, respectively, as they manifest in cities.

3.1.1. The complexity and multidimensionality of
urban poverty

As shown in Figure 3.1, urban poverty is complex and
multidimensional. Income-based measures of urban poverty
are inadequate as they do not account for its multiple
dimensions. Relying entirely on income-based indicators is
overly simplistic because it implies that the income required
to address poverty is the same in every geographical context.
This view does not reflect the multiple deprivations that

Figure 3.1: Multidimensional nature of urban poverty
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urban inhabitants experience. The multidimensional
perspective to urban poverty is important as it informs the
design of policy interventions to enhance human well-being
in other facets rather than just income. For example, incomes
for urban households might appear high until factoring in
the deprivation of basic services (housing, water, sanitation,
energy), which places additional economic burden on
households, especially in slums and informal settlements
where the majority of the poor live.

Urban poverty and inequality
+ ,+ are some of the most persistent
problems confronting cities today

In cities of developing regions, slums and informal settlements
are the most enduring faces of poverty.4 Residents of slums
and informal settlements experience one or more of the
following deprivations: lack of access to improved water and
sanitation facilities; overcrowded and precarious housing
conditions and location; voicelessness and powerlessness in
political systems and governance processes; and lack of tenure
security (Figure 3.1).5 These deprivations are also amplified
by what could be called a “poverty of urban planning,” or
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approaches to the built environment that do not improve the
livelihoods of the poor. For instance, in the Pakistani cities of
Karachi and Lahore public funds have been diverted to large-
scale infrastructure projects to the detriment of smaller-
scale, pro-poor development proposals.®

The urban poor living in slums are heterogenous groups with
differentlevels of vulnerability based on gender, age, ethnicity,
race, household structure, migration status and other
intersectional factors. Urban poverty has social, economic,
environmental and spatial dimensions, and its manifestation
differs from place to place. The various dimensions shown in
Figure 3.1 are not isolated; they interact and reinforce each
other to create, recreate and entrench urban poverty. This
conceptualization allows us to see urban poverty as entailing
a web of deprivation, a crisscrossing of circumstances that
create conditions trapping millions in zones of concentrated
deprivation with limited opportunities for upward social
mobility. Without collective action, the multiple dimensions
of urban poverty could become more complicated and
generate cumulative vulnerabilities and deprivations that
will be difficult to reverse or rectify.

3.1.2. The multiple faces of urban inequalities
Urban poverty and inequality are interrelated in different
ways. Figure 3.2 shows that urban inequality is also
multidimensional and highly complex. Like poverty, urban
inequality has economic, social and spatial manifestations.
Urban inequality is marked by differential access to income
and wealth, urban services and infrastructure, technology,
public health, social protection, education, social protection,
public spaces, decision-making structures and environmental
burdens, among others.

The current models of urban development in cities of
both developed and developing regions are driven by
massive capital accumulation, hyper-commodification and
privatization of urban spaces, thereby escalating urban
inequalities.” As shown in Figure 3.2, the “new urban
economy” represented by these new modes of production
produce and reproduce equalities. The restrictive housing
policies prevalent in cities today generate material and
symbolic conditions that marginalize and exclude certain
groups of the urban population. Moreover, the consumer-
oriented urban economy in cities has created diverse

Figure 3.2: Complex web of multidimensional urban inequalities: drivers and outcomes
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geographies of urban inequalities in cities of developed and
developing countries, albeit at different scales.

The unequal production and consumption of urban spaces
results in significant disadvantage being concentrated in
certain places rather than others. For example, the new urban
economy promotes the emergence of privatized residential
enclaves where the rich enjoy superior infrastructure and
services while the urban poor are relegated to deprived
neighbourhoods reliant on underfunded public goods. These
deprived neighbourhoods have poor quality infrastructure
and municipal services, and their residents bear the brunt
of education disparities, health disparities, socioeconomic
and political exclusion, territorial stigmatization and
discrimination.8 The resulting patterns are disjointed,
fragmentated and unsustainable urban geographies of
inequality and human suffering where a society of wealthy
islands are surrounded by a sea of poverty. A prime example
is the Eko Atlantic City in Nigeria—a private city being built
in Lagos adjacent to the highly deprived and impoverished
Makoko slum.? In cities of developed countries, spatial
segregation of social groups results in differential access to
employment opportunities, healthcare and social services,
often along racial or ethnic lines.

The various dimensions of urban poverty and inequality
explained above are not new; they have always been a
pervasive feature of cities. However, poverty and inequality
are created, recreated and amplified based on trends in
the global economy and external shocks and stresses,
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which often lead to added layers of new vulnerabilities.
For example, the COVID-19 pandemic has exposed some
of the hidden pockets of poverty and inequality in cities
of both developed and developing countries; deepened
already existing disparities; and reversed declines in global
poverty, which is indicative of the pessimistic scenario of
urban futures discussed in Chapter 1. These events create
additional challenges for cities and subnational governments
as they struggle to build equitable, inclusive and sustainable
urban futures under conditions of high uncertainty.

3.2. Trends in Poverty and Inequality:
Implications for Urban Futures

This section discusses the current trends on urban poverty
and inequality and implications for inclusive and equitable
urban futures. The first part gives a global overview on poverty
and inequality trends while the second part analyses trends
at the local level in both developed and developing regions.

3.2.1. Aglobal overview of poverty trends

Over the past several decades before the COVID-19
pandemic, there has been steady progress in the fight against
extreme income poverty globally. Official estimates suggest
that the number of people living in extreme poverty (living
on less than US$1.90/day) has been declining; between
1990 and 2015, close to 1.2 billion people were pulled out
of extreme poverty.10 By 2018, three years after the adoption
of the SDGs, the proportion of people living in extreme

Figure 3.3: Extreme poverty rates by region in a no COVID-19 scenario
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poverty had decreased from 10 to 8.6 per cent. Based on
historic trends, extreme poverty was projected to decline to
6 per cent by 2030, which is still above the SDG target of
less than 3 per cent of the population. Before COVID-19, the
number of people living in extreme poverty was expected to
decline; falling to 672 million by 2030 and to just over 400
million by 2050.12

There are regional variations in global poverty dynamics.
Currently, more than 90 per cent of the poor live in low-
income and middle-income countries. High-income countries
have already met the SDG target of reducing extreme poverty
to less than 3 per cent of the population, though many
upper-middle-income countries are yet to meet the target
at the country level. In lower-middle-income countries the

poverty rate before the COVID-19 pandemic in 2019 was
just under 12 per cent of the population (358 million) and
in low-income countries it was 45 per cent (329 million).13

Figure 3.3. shows poverty trends by regions. Though poverty
has been declining in Africa since 2015, the continent still
faces significant challenges in meeting the SDG target of
eradicating poverty in all its forms. Many African countries
face serious challenges due to fragile economic and political
circumstances like armed conflicts and dependency on
commodity exports. These conditions are compounded by
governments’ inability to provide adequate infrastructure,
services and employment to pull people out of poverty.
Other regions—Europe, Asia, Oceania, Northern America,
and Latin America and the Caribbean—have been doing

Figure 3.4: Urban population of multidimensionally poor (millions)
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relatively well under the no COVID-19 scenario. In Northern
America, Europe and Oceania, effective programmes and
egalitarian policies enable governments to provide basic
infrastructure and services, including targeting the poor.

3.2.2. The unfinished business in the fight against
global poverty

The fight against poverty is part of the unfinished business
of the global development agenda. Current projections
suggest that the number of people living in extreme poverty
will remain above 600 million in 2030, resulting in a global
poverty rate of 7.4 per cent.!4 Multidimensional poverty in
developing countries remains high. Research conducted in
107 developing countries revealed that 1.3 billion people!>
or 22 per cent of the population are multidimensionally
poor.16 Current estimates suggest that about 84.3 per cent
of the multidimensionally poor live in Sub-Saharan Africa
(556 million) and Southern Asia (532 million), while about
67 per cent are in middle-income countries. About 200
million of the 1.3 billion multidimensionally poor people
reside in urban areas!” with the regional breakdown shown
in Figure 3.4.

The COVID-19 pandemic is reversing development gains
made in the fight against global poverty. The pandemic
has increased poverty and made achieving the SDGs even
more urgent. Projections suggest that globally, COVID-19
likely pushed between 88 and 115 million people into
extreme poverty in 2020.18 The pandemic has resulted in
the emergence of “newly poor” people—that is, those who
would have exited poverty in the absence of COVID-19 but
are now projected to remain poor as well as those projected
to fall into poverty because of the pandemic.!® In 2020,
between 119 and 124 million people were projected to enter
the global ranks of the new poor; this number was projected
to rise to between 143 and 163 million in 2021.20 Many
of the new poor will be living in urban areas?!; presenting
an additional burden for cities and subnational governments
that are already overwhelmed.

3.3. A Global Snapshot of Inequality Trends

Over the last decade there has been steady progress in
reducing global inequality. The Gini index fell in 38 out of 84
countries between 2010 and 2017.22 Income gaps between
countries have also improved in the past 25 years, suggesting
that average incomes in developing countries are increasing
at a faster rate. Very big economies like China and India have
a large share of the world’s population and their development
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trajectories have greatly influenced global inequality.23
However, some regions still record high levels of income
inequality. For instance, Latin America and the Caribbean is
one of the most unequal regions in the world, where income
and wealth is concentrated in the richest top 10 per cent
of individuals. Countries like Brazil, Honduras, Colombia,
Panama and Guatemala remain at the top of regional and
global inequality rankings.24 Brazil’s inequality statistics are
staggering; the country’s six richest men control as much
wealth as the bottom half of the population. Oxfam notes
that current reduction rates, it will take 75 years for Brazil
to reach the current level of income equality in the UK and
almost 60 years to meet that of Spain.2>

Latin America and the Caribbean
is one of the most unequal
regions in the world

i 9

Inequalities between developed and developing regions
remain large. For example, the average income of people
living in North America is 16 times higher than Sub-Saharan
Africa.26 South Africa remains one of the most unequal
countries in the world, where the poorest 40 per cent have
annual incomes of less than US$1,000 per person, while the
richest 10 per cent earn more than US$39,000 per person—
which is nearly 40 times higher than those at the bottom 40
per cent.2? The top 10 per cent in South Africa hold 80.6 per
cent of all financial assets; the rates in Botswana and Namibia
are 61.2 per cent and 65.5 per cent, respectively.2é Such
alarming levels of income inequality result from massive
wealth gaps between the rich and the poor. This disparity has
been amplified by the economic impacts of the COVID-19
pandemic, which could further undermine the prospects for
inclusive and equitable growth, leading to the high damage
or pessimistic scenarios outlined in Chapter 1. Despite the
existence of universal welfare systems and social protection
systems, inequality in developed regions, particularly in
Northern America and Oceania, has been increasing, with
the rich getting richer while the socioeconomic progress of
the poor remains limited.2? In the US, unequal distribution
of income and wealth has reached astronomical levels; where
over 20 per cent of the country’s wealth belongs to the top
1 per cent.30

In addition to income inequalities, there are also gaps in
access to basic services and opportunities. The ongoing global
housing affordability crisis means that slums and informal
settlements are the only housing option for millions of low-
income households in developing countries. Currently, about
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1.6 billion people or over 20 per cent of the global population
live in inadequate, crowded and unsafe housing. Another two
billion people are expected to be living in slums in the next 30
years, which represents roughly 183,000 people each day.3!
More than 90 per cent of urban residents living in slums are
located in poor countries.32 Although slums and informal
settlements are characteristics of cities in low- and middle-
income countries, some cities in developed countries are also
experiencing inequalities in housing. London, for example,
has experienced an appalling surge in homelessness because
of restrictive urban housing markets.

Globally, there is a growing divide in access to basic services.
Developing countries have larger proportions of their
populations with limited access to basic water and sanitation
as shown in Chapter 1. About 70 per cent of the urban
population in developing countries is currently underserved
by municipal services. About half of the population in 15
major cities lack access to piped water while 64 per cent
rely on unsafely managed sanitation, which exposes them
to various health and environmental hazards.33 In some of
the poorest countries, the difference in access to drinking
water between the richest and the poorest households in
urban areas was 59 percentage points in 2017.34 Between
2000 and 2017, urban population growth exceeded the total
number of people gaining at least basic sanitation services
in Sub-Saharan and Oceania.3> The above trends manifest
spatially in cities of both developing and developing regions.

3.4. Urban Poverty in Developing Regions:
Trends and Challenges for the Future
of Cities

As the world becomes increasingly urbanized, poverty is
shifting from rural areas to towns and cities—a phenomenon
described as the “urbanization of poverty.” Urban areas,
especially those in developing countries, are experiencing
a remarkable increase in the number of people living in
extreme income poverty, with vulnerable groups bearing
the brunt. Figure 3.5 shows the proportion of people living
in extreme poverty in urban areas of selected Sub-Saharan
African countries.

Since 2016, South Sudan, Central African Republic,
Democratic Republic of the Congo and Eritrea have seen more
than 20 per cent of their urban population living in extreme
poverty. These high rates are projected to remain so in 2030,
thereby making the target of eradicating extreme poverty in
all its forms unattainable. Current estimates suggest that by
2030, over 60 per cent of those living in extreme poverty will
be in fragile states.3¢ Urban poverty in South Sudan, Central
African Republic and Democratic Republic of the Congo is
exacerbated by social, economic, political and environmental
fragility coupled with weak institutions to deliver public
services such as health, education, water and sanitation
and social protection capable of eradicating poverty. Indeed,
the 2021 Fragile States Index for South Sudan, Democratic

Figure 3.5: Percentage of urban population living in extreme poverty in selected Sub-Saharan African countries (2016-2030)
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Republic of the Congo and Central African Republic are
109.4, 108.4 and 107.0, respectively. All three countries are
ranked in the top 10 of the world’s most fragile states.3”

The current trends show that most countries in Sub-
Saharan Africa are off-track in achieving the goal of ending
poverty by 2030. The region has the highest incidence of
urban poverty globally with about 23 per cent of the urban
population living below the international poverty line and
29 per cent experiencing multidimensional poverty.38
A recent study of 119 countries (representing 45 per
cent of the world’s population) reveals that the rate of
multidimensional urban poverty in Sub-Saharan Africa is
11 times higher than in Latin America and the Caribbean.3?
Indeed, poverty is on the rise in close to one-third of the
countries in Sub-Saharan African.40 Unless governments at
all levels take concerted measures to act now, poverty will
become endemic features of cities for several years to come
in Sub-Saharan Africa.

In Asia, in the last two decades, China and India experienced
rapid economic growth and urbanization, which led to a
massive reduction in the number of people living in poverty.
Over the years, China’s poverty reduction efforts have
largely focused on broad-based economic transformation
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and targeted support for vulnerable households to alleviate
persistent poverty.4! This has resulted in more than 800
million people being lifted out of poverty. Figure 3.6
shows the proportion of the urban population living in
extreme poverty in selected Asian countries. Current trends
demonstrate that most countries in Asia are on track to
end poverty by 2030, while some may fail to achieve this
goal. For example, in Southern Asia, Afghanistan may fail to
achieve SDG 1 targets because of growing socioeconomic
and political fragilities, which undermine the fight against
extreme income poverty.

Despite the economic gains and low levels of income
related urban poverty in Asia, there are significant regional
variations. In Japan for instance, spatial concentration
of poverty in specific areas has deepened in the megacity
regions of Tokyo and Osaka.42 This is the situation in most
megacities in South Asia, such as Dhaka, Bangladesh, where
the spatial concentration of deprivation is embedded in the
daily lives of the urban poor.

In Latin America and the Caribbean, the proportion of
urban population living in extreme poverty is relatively
low; with projections under 5 per cent from 2016 to 2030
(Figure 3.7). While Latin America countries have become

Figure 3.6: Proportion of urban population living in extreme poverty in selected Asian countries (2016—-2030)
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Figure 3.7: Percentage of urban population living in extreme poverty in selected Latin American and Caribbean countries
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more egalitarian over the last two decades, the last seven
years have witnessed a gradual increase in poverty and the
slowing down in the reduction of inequality. The COVID-19
pandemic has amplified urban poverty in most Latin
American cities. In Bogotd, Colombia, urban poverty rates
increased to 26 per cent in 2020 up from 15 per cent in
2019.43 The exacerbation of urban poverty could cast a dark
shadow on the achievement of SDG targets on poverty in
the absence of decisive policy interventions. The reduction
in the Gini coefficient dropped from an average of 1.1 per
cent per year from 2002-2014 to 0.5 per cent per year from
2014-2019.44 This slowdown occurred within the context
of economic stagnation, huge public debt, public discontent
and demands for social justice, all of which were further
exacerbated by the impacts of the COVID-19 pandemic.

Despite the made significant strides made over the past
decades, cities in Latin America and the Caribbean are still
struggling to meet the infrastructure needs of their ever-
growing population. Sluggish growth over the past few years
has negatively affected investment in housing, water, sanitation

cities in Latin America and the
Caribbean are still struggling to meet
the infrastructure needs of their ever-
growing population
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and other urban services. Consequently, there are major gaps
in infrastructure spending. The region will need to increase
infrastructure spending from 3 to 5 per cent of GDP—about
US$180 billion a year—to bridge the gap. Latin American
countries spend a smaller share of GDP on infrastructure than
other regions, except for Sub-Saharan Africa.4>

3.4.1. Slums and informal settlements: face of
poverty in the future of cities

As the housing affordability crisis grows, the urban poor resort
to living in slums and informal settlements. Over 1 billion
people globally reside in slums and informal settlements
and are subjected to the worst forms of deprivation and
marginalization.#6 Slums and informal settlements are
prevalent in Eastern, South-Eastern, Central and Southern
Asia and in Sub-Saharan Africa. In Sub—Saharan Africa, 56
per cent of the region’s urban population live in informal
settlements, which is far greater than the average of other
developing regions.47

The main drivers of slum growth in developing countries
include rapid urbanization, ineffective planning, lack of
affordable housing options for low-income households and
poverty. Estimates demonstrate that a 1 per cent increase
in urban population growth will increase the incidence of
slums in Africa and Asia by 2.3 per cent and 5.3 per cent,
respectively.48 These dynamics demonstrate that urbanization
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in African and Asian cities continues to occur in contexts
characterized by unplanned urbanization, appalling urban
poverty, weak governance structures and incoherent urban
planning and housing policies. If current trends persist, the
future of cities in developing regions will be accompanied
by “mega slums” that will be vastly undeserved and whose
residents will endure multiple deprivations, which will
negatively impact on socioeconomic mobility.

Furthermore, slums and informal settlements perennially
suffer from chronic underinvestment in infrastructure
and basic services, which entrenches poverty and limits
opportunities. For the millions of people living in slums
and informal settlements, access to infrastructure and basic
urban services remains elusive, without which a better urban
future will be difficult to achieve. Inadequate access to water
and sanitation is one of the key drivers of multidimensional
poverty in slums, which has a greater impact particularly for
women and children.4? Slum dwellers also endure poor quality
and overcrowded housing often built in environmentally
hazardous locations, insecure tenure and risk of evictions,
poor health, unemployment, food insecurity, unemployment,
and stigmatization.50 All these factors make slum dwellers
highly vulnerable to external shocks and stresses like the
current COVID-19 pandemic.

slums and informal settlements
perennially suffer from chronic
underinvestment in infrastructure
and basic services, which entrenches
poverty and limits opportunities
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In developing country cities, refugees and migrants in
informal settlements experience severe social, economic and
environmental challenges, all of which worsened during the
COVID-19 crisis.>! While COVID-19 has made the challenges
in slums more visible, they are a result of perpetual exclusion
from urban services, reflected in acute health inequalities
that were prevalent before the pandemic. For equitable urban
futures, cities should prioritize extending basic infrastructure
and services to slums and informal settlements. Inaction will
be detrimental to the future of cities: slums and informal
settlements will continue to turn into dense pockets of
poverty and loci of cumulative vulnerabilities that will haunt
the urban poor for decades. This will create a downward
spiral of so-called “slumification,”>2 making it even more
difficult for marginalized groups to escape poverty and
thereby further entrenching the pessimistic scenario of
urban futures described in Chapter 1.

Tenure insecurity in slums and informal settlements
exposes households to forced evictions and displacements.
The pandemic has amplified the urgency of strengthening
tenure security in slums and informal settlements as
one of the catalysts for equitable urban futures. Forced
evictions and displacements disrupt livelihoods and
social networks, which is linked to increased poverty and
inequality. As we move into the future, strengthening
tenure security in slums and informal settlements provides
the rights that enable access to urban infrastructure and
services.53 Access to secure land enables slum dwellers
to undertake home improvements and invest in their
communities, which is often a path out of poverty for
poor households.>* These measures are a response to the
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clarion call of the New Urban Agenda to promote equally
the shared opportunities and benefits that urbanization
can offer and that enable all inhabitants, whether living
in formal or informal settlements, to live decent and
dignified lives and achieve their full human potential.
Without concerted efforts at all levels, residents of slums
and informal settlements will always be left behind and
endure the dire consequences of future shocks, especially
on their livelihoods.

3.4.2. The tenuous nature of self-provisioning and
the burden of poverty penalty

Without access to urban services, the poor resort to self-
provision using alternative arrangements, which can be
exploitative and thereby aggravate their already precarious
condition.>> Self-provision imposes crippling burdens
for poor households residing in slums and informal
settlements. Those that struggle to pay often spend the
most for the same basic services. For example, residents
of Mukuru, an informal settlement in Nairobi, bear the
brunt of the “poverty penalty.” They pay more than four
times more for drinking water compared to those that live
in formal neighbourhoods of the same city.>6 The urban
poor in Nairobi’s slums pay a much higher price for rental
housing, water, electricity and other basic goods and
services compared to middle- and higher-income residents
in the city. Consequently, they have little income left for
other necessities. This scenario traps families in a cycle
of poverty and leads to intergenerational transmission of
poverty, a trend that is increasingly evident in slums of
various developing country cities.5?

Without access to urban services,
the poor resort to self-provision
using alternative arrangements,
which can be exploitative

The double jeopardy of inadequate services coupled with high
fees must be tackled decisively to break the systemic barriers
that continue to lock the urban poor in situations of endemic
precarity and downward social mobility. The negative effects
of self-provisioning can undermine economic prosperity of
the entire city. To make matters worse, cities in developing
regions are bedevilled by scarce financial resources and
limited planning capacity. At the same time, these struggling
cities are under tremendous pressure to meet the urgent
needs of their ever-growing populations while avoiding
decisions that lead to unstainable urbanization.
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3.4.3. Precarious urban livelihoods and the future
of cities

Globally, the urban poor earn their livelihoods from the
informal sector. Informal sector workers constitute 61 per
cent of all workers, which translates to 2 billion workers
worldwide.>® In developing countries, slum dwellers,
migrants, refugees and other vulnerable groups work in the
informal economy, earning highly irregular incomes that are
vulnerable to shocks. The COVID-19 pandemic disrupted
livelihoods of an estimated 1.6 billion people, or 80 per
cent of those in the informal sector.>? The resultant losses
in working hours in 2020 worldwide were about four times
higher than the 2007-2008 global financial crisis with higher
losses for women, youth and low-skilled workers.%0 Without
access to any form of social protection, the pandemic has
aggravated the economic vulnerability of informal sector
workers. For example, in the favelas of Rio de Janeiro
where residents typically make less than US$5 a day, over
70 per cent of households reported an income decline.%! In
Khulna, Bangladesh, 70 per cent of slum dwellers had no
savings when the pandemic started, which aggravated their
economic insecurity once their livelihoods were disrupted.62

The COVID-19 pandemic also amplified the vulnerability
of informal transport sector workers, particularly minibus
operators in paratransit systems. A majority of the minibus
operators and motor-taxi companies in Douala, Cameroon,
and Dakar, Senegal, discontinued service, resulting in large
income losses.%3 Chapter 4 clearly notes that in the absence
of social protection programmes, informal sector workers
will struggle to rebuild their livelihoods, which is detrimental
to the collective vision of equitable urban futures.

As we move into the future, recognizing and addressing the
lack of social safety nets or social assistance for the informal
workforce is essential for tackling the current pandemic and
for cities to be more economically resilient to future crises.%4
Transforming cities globally for future resilience, inclusion
and economic sustainability is more urgent than at any
time in human history. The path to equitable urban futures
is impossible without building the resilience of informal
sector workers to economic shocks. If governments fail to
act decisively, informal workers will be trapped in precarious
conditions with limited prospects for economic mobility.

3.4.4. Climate-related vulnerabilities and impacts
on the urban poor

Despite negative effects of climate change on urban

infrastructure and livelihoods in rapidly growing cities as

shown in Chapter 5, some urban leaders continue to turn



a blind eye to these realities.®> Current projections indicate
that a 2°C increase in global temperature in 2050 will expose
2.7 billion people, or 29 per cent of the global population,
to moderate or high climate-related risks, with 91 to 98 per
cent of the exposed and vulnerable population living in Asia
and Africa respectively.66 Sea-level rises, and storm surges
often adversely affect the poor and those living in vulnerable
communities. For example, in Ho Chi Minh City, Viet Nam,
85 per cent of the urban poor areas may be exposed to flood
risk by 2050.67 These risks are present in most low-lying
coastal cities in developing countries.

The most vulnerable populations are migrants, refugees,
women, the elderly and others who live in overcrowded
and risk-prone informal settlements. These populations
disproportionately bear the burden of environmental risks
because of their physical, socialand economic vulnerability. 68
Not only does climate change make it difficult for people to
escape poverty, but it also creates create a vicious cycle
of deprivation that could be difficult to reverse; thereby
trapping the poor in the high damage or disastrous scenario
of urban futures. When hit by climate related shocks, the
urban poor suffer relatively greater losses in terms of their
lives and livelihoods. Such differential impacts further
amplify existing inequalities and undermine the capacities
of people to withstand, cope, adapt and recover from
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future shocks.%9 If cities and subnational governments fail
to prioritize climate resilience for all, then the urban poor,
especially those living in slums, will continue to bear the
brunt of climate-related vulnerabilities that will undermine
their well-being.

3.4.5. COVID-19 amplified urban vulnerabilities and
the future of cities

The COVID-19 pandemic has exacerbated multiple
deprivations and exposed structural fragilities that
characterize cities in developing regions (Figure 3.8). The
pandemic further exposed the stark urban services divide,
particularly in cities of developing countries where there
are limited egalitarian policies on service delivery.”0 The
pandemic has inflicted unprecedented suffering on already
marginalized urban populations—women, children, people
living with disabilities, indigenous people and the homeless,
among others.”! These groups usually have limited access to
basic services and precarious sources of livelihood, which
make them highly susceptible to shocks. The pandemic also
exposed hidden pockets of urban poverty and created a class
of newly poor urban dwellers, as noted earlier.

The COVID-19 pandemic is also reinforcing pre-existing
gender inequalities due to differentiated access to public
services, vulnerability of informal sector jobs and the

Figure 3.8. COVID-19 exacerbates pre-existing urban vulnerabilities

NEW POOR

Rising food
insecurities in cities

EXISTING
- VULNERABILITIES

Climate change and
natural disasters

NEW VULNERABLE

Adverse health
impacts

Job losses; disruptions
of livelihoods

Envirenmental

stresses

Informal jobs

"HIDDEN POCKETS™

Inadequate relief

Adverse social
impacts

&

DPs

of Urban Powverty
exposed

Women Refugees

Unequal access
1o services

Poor quality and
overcrowded housing

Lirmited or no
social protection

Slum dwellers

Other vulnerable groups

84



I WORLD CITIES REPORT 2022

additional responsibility of household and childcare imposed
on women. Without significant policy and programmatic
support, these vulnerable groups will struggle to bounce
back and will be trapped in endemic precarity with limited
prospects of upward social mobility. Cities have found
themselves in an unprepared and difficult situation; they
face unprecedented social, economic and health problems
that must be urgently tackled if the vision of inclusive and
equitable urban futures is to become a reality.

3.5. Urban Poverty in Developed Regions:
Implications for Urban Futures

While cities in developing countries experience the most
widespread effects of urban poverty, cities in developed
countries are not immune. For example, London has
seen a sharp rise in homelessness because of increasingly
unaffordable housing prices.”2 In the US, deprived
neighbourhoodsinoldercitiesare characterized by economic
marginalization, social problems and underinvestment in
key municipal infrastructure and services. In New York
City, the urban poot, especially minorities, live in congested
neighbourhoods and overcrowded housing stock, often
in multi-generational families.”> There are also worrying
trends of urban services deprivation in Philadelphia,
Baltimore and Detroit, where the urban poor have faced
mass water shutoffs in recent years. The most affected are
thousands of high-risk and at-risk households clustered in
pockets of “water poverty,” disabled individuals, blacks and
Hispanics.”4 If water rates increase at projected amounts,
more than 35 per cent of US households will struggle to
pay their water bills.”> The exorbitant water bills not only
expose the poor to shutoffs but affects their ability to meet
other basic needs.

]
il

I . The pandemic has derailed the
ﬂ’l European Union’s target of lifting at
37 least 20 million people out of poverty
by 2020

The pandemic has derailed the European Union’s target of
lifting at least 20 million people out of poverty by 2020.76
The manifestation of urban poverty in the US has a strong
class and racial character. It is predominantly black and
other minority dominated neighbourhoods that endure
deprivations together with high rates of crime, drug addiction
and continued deterioration of physical infrastructure. In
contrast, the privileged elites reside in relatively wealthy
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neighbourhoods or suburban municipalities, Wwhere
opportunities, good quality services and infrastructure
are guaranteed. If governments fail to promote equitable
access to urban infrastructure and services, urban poverty
will become entrenched while disproportionately affecting
specific groups of urban populations.

In Europe, countries such as Austria, Belgium, Demark,
Germany and the Netherlands, have witnessed higher
poverty rates in cities than in rural areas over the years.””
Data from the European Union Statistics on Income and
Living Conditions reveal that 22.5 per cent of the population
in the region were at risk of poverty and deprivation in
2017.78 In Sydney, there are pockets of disadvantage
concentrated in the western and southwestern suburbs
where the manifestation of urban poverty has gender and
racial dimensions.”® Currently, the proportion of Aboriginal
people on a low income in Sydneyis 21.1 per cent, compared
to 10.2 per cent of non-Aboriginal people.

Despite high economic growth in cities of developed
countries, minority groups, migrants, refugees, the homeless
and indigenous peoples, among others, experience structural
barriers that perpetuate their marginalization. Failure to
address these challenges will create conditions for cumulative
deprivations that will lead to a vicious cycle of urban poverty
for decades. In worst case scenarios, intergenerational
poverty could worsen, as families struggle to break barriers
that undermine their economic mobility. Failure to prioritize
the needs of minorities and other vulnerable populations in
developed country cities could forestall the drive towards
inclusive and equitable urban futures.

3.6. Urban Inequalities in Developing
Regions: Matters Arising for Urban
Futures

The opportunities associated with urbanization in cities of
developing regions are not equally shared. Increasing levels
of inequality are becoming pervasive in these cities, which
is where most of the population growth will occur over the
next 30 years.80 Despite a steady decrease in extreme poverty,
inequality within cities has generally been growing. Cities of
developing regions experience the highest levels of inequality,
especially in Latin America and Sub-Saharan Africa.8!

In addition to high levels of income inequality, millions of
people in Latin American cities face spatial disparities and
social segregation, which manifests through fragmentation



of social services: the wealthy, the middle class and the
poor do not share the same facilities and amenities.82 If not
addressed, these alarming levels of inequality will create
vicious circles that will be harder to reverse. Income and
opportunities will be concentrated in the hands of the few
urban elites, while the poorest bear the brunt of unequal
income distribution.

Sub-Saharan Africa is second after Latin America with respect
to income inequality in cities. Close to three-quarters of the
cities in Sub-Saharan Africa have high levels of inequality
as indicated by Gini coefficients exceeding 0.4, with South
African cities being the most unequal in the region.83 The
astronomical levels of income inequality in Latin America
and Sub-Saharan Africa reflect institutional and structural
failures in the drive towards more equitable and just cities.

Cities in Asia have the lowest
levels of income inequality
J N among developing regions

Cities in Asia have the lowest levels of income inequality
among developing regions. There are significant regional
variations in urban inequalities, with the largest disparities
between basic and safely managed water services for urban
populations in Central and Southern Asia.84 Despite being
the 12t richest city in the world, Mumbai is marked by
extreme disparities where the city’s wealth is concentrated
in the hands of the few. People in the poorest districts
of Mumbai earn only 25 per cent of what people in the
wealthiest districts earn.8> Chinese cities are characterized
by increasing residential segregation because of the hukou
household registration system. High income groups in
Beijing and Shanghai reside in privatized neighbourhoods,
while rural migrants congregate in urban villages and worker
enclaves, sometimes with limited access to opportunities
and social amenities. Failure to address these dimensions of
inequalities could aggravate the exclusion and marginalization
of the poor, with dire consequences for equitable urban
futures.

3.6.1. The urban service divide and its implications
for urban futures

The urban services divide in cities of developing countries is a
manifestation of urban inequalities.8¢ Unequal access to high-
quality, reliable and affordable essential infrastructure and
services often results in poor health, inflicts environmental
damage and locks people in cycles of poverty for generations.
In absolute numbers, 63 million people in urban areas in
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Sub-Saharan Africa have no access to safe water sources.8?
Currently, only 44 per cent of all Sub-Saharan Africa’s urban
residents have access to basic sanitation services.88 In Sub-
Saharan Africa, rich households in urban area are 329 per
cent more likely to have access to improved water sources
and 227 per cent more likely to have access to improved
sanitation facilities compared to poor households.89 This
urban services divide is more pronounced in secondary
cities, and this is expected to widen as these cities are often
neglected in public infrastructure investment.%0

Those living in slums and informal settlements are
disproportionately affected by this urban services divide;
they bear the brunt of disease outbreaks, economic shocks
and environmental risks. Studies have demonstrated that
disparities in accessing essential infrastructure and urban
services can have greater impact on lives, livelihoods and
long-term prospects compared with differences in earnings.%!
In developing country cities, relatively well-off communities
are better served with core infrastructure and services
compared to poor communities, thus creating a huge urban
services divide (Figures 3.9 and 3.10).92

Figure 3.9 demonstrates a sharp contrast between better-
served and underserved urban groups. While the urban
services divide creates more opportunities for better served
groups, it places higher burdens for poor communities in
terms of cost, time and ill health, limiting their opportunities
for prosperity. If the current urban services divide is not
addressed, the long-term impacts on the future of cities will
be dire, as it creates a vicious cycle of deprivation that will be
hard to escape for millions of the urban poor.

As indicated in Figure 3.10, the cumulative costs of this
stark urban services divide are huge: worsening inequalities,
lagging productivity and further environmental damage.
More than 1.2 billion urban residents are underserved
worldwide, which represents two out of every three city
dwellers in low-income countries.?3 This divide poses a major
challenge to attaining inclusive, sustainable and equitable
urban futures in developing regions. Unequal access to
infrastructure and services perpetuates a vicious cycle that
becomes increasingly difficult to escape. The urban services
divide encumbers cities in ways that weaken their economic
vitality.94 Without drastic and purposeful change, the rapidly
expanding cities of developing regions will find it hard to
escape this trajectory. Therefore, equitable access to urban
services is a key lever for achieving inclusive and equitable
urban futures and delivering on the optimistic scenario
described in Chapter 1.
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Figure 3.9: The differential consequences of the urban services divide on the poor
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Figure 3.10: Urban services divide leads to higher burden for the underserved
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3.7. Urban Inequalities in Developed
Regions and the Future of Cities

Generally, urban inequalities are relatively lower in
developed regions because of the prioritization of egalitarian
policies. Nonetheless, income inequality, socioeconomic
disparity and spatial exclusion are becoming rife in cities in
developed countries. Cities in developed regions generate
over 60 per cent of jobs and economic growth, but not all
cities have managed to grow inclusively.?> The most unequal
cities in the US have become more unequal, as eight of the
ten most unequal cities experienced an increase in their Gini
coefficients between 2010 and 2018.96 This trend has been
further exacerbated by the COVID-19 (Box 3.1).

income inequality, socioeconomic
disparity and spatial exclusion are
becoming rife in cities in developed
countries

The Gini coefficient does not capture the multiple dimensions
of urban inequalities. However, in some situations the Gini
index correlates with socioeconomic data. For instance,
due to high income inequality, Miami was ranked 265t
out of 274 cities by the Urban Institute’s overall inclusion
rankings—along with high levels of racial segregation.%”
This demonstrates that income inequality measured through
the Gini coefficient can interact with other socioeconomic
dimensions of inequality to produce highly unequal and
divided cities, where wealth and urban opportunities become
concentrated in the hands of a few.
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Failure to address the above challenges could be detrimental
to the goals of inclusive and equitable urban futures. Cities in
the US could see a massive increase in the number of highly
segregated neighbourhoods where minorities face chronic
underinvestment in basic infrastructure and services,
deteriorating job opportunities, increased crime rates, poor
health delivery systems and downward economic mobility.

In European cities, there is mounting evidence of growing
inequalities. In 2017, 112 million EU inhabitants or 22
per cent of the total population were at risk of poverty or
social exclusion.?8 While EU cities are characterized by
high standards of living, they are also places of moderate to
high levels of income inequality. In recent years, wealth has
increasingly become concentrated in the hands of the few,
and this polarization of wealth is most concentrated in urban
areas (Figure 3.11).99

In most European cities, welfare programmes, housing
markets, place-based policies and migration dynamics
play a major role in shaping socioeconomic segregation at
the neighbourhood level. For instance, the high levels of
socioeconomic segregation in Brussels are the outcome
of a small share of social housing, limited placed-based
interventions and territorial processes that have created
a divided city.190 Naples, Italy, is a city deeply marked by
socioeconomic inequalities have been driven by urban
segregation and the lack of financial instruments to bridge
the gap.!0! The spatial concentration of deprivation in
European cities is closely linked to other dimensions of
inequality such as inadequate education, poor health and
limited employment opportunities.

I Box 3.1: The “troubled spots” of residential segregation in United States cities

In US cities, consumer-oriented modes of production have created separate and unequal landscapes or urban neighbourhoods, with
negative impacts on health, social mobility and economic prosperity for racialized communities. The current COVID-19 pandemic
has laid bare these structural inequities and their differential impact on the people of colour. Nationally, black people are dying from
COVID-19 at 2.4 times the rate of white people because of the inequitable living conditions, underlying structural conditions and
unequal access to health services that characterize segregated neighbourhoods. Residential segregation has made it possible for
government authorities to implement discursive measures such as withholding resources from minority communities through a
host of negative policies and practices, including over-policing and underinvestment in urban infrastructure. These are forces that
impede wealth accumulation and halt social mobility. As of 2016, the median net worth among white families was 10 times that of
black families, and more than eight times that of Latino or Hispanic families.

Source: Loh et al, 2020.
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Figure 3.11: People at risk of poverty or social exclusion in European cities (2017)
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3.8. Responding to Poverty and Inequality
in Cities

Tackling poverty and inequality remains one of the key global
priorities for creating equitable and inclusive cities that
provide opportunities and prosperity for all. Without inclusive
cities, the impacts of future shocks and stresses may be
even more acute than the current COVID-19 pandemic.102
Achieving this vision of a more egalitarian society that leaves
no one behind is not guaranteed; it requires bold actions
to break the structural barriers that trap people in cycles
of poverty and inequality. Currently, cities are experiencing
multiple crises (health, financial, political, economic and
environmental), all of which complicate responses to poverty
and inequality. The levels of urban poverty and inequality,
coupled with the devastating impacts of the COVID-19
pandemic, send a clear message that governments must
act now to create conditions that nurture inclusive and
equitable urban futures. Without decisive action at all levels,
the current situation will only worsen.

Tackling poverty and inequality
remains one of the key global
priorities for creating equitable
and inclusive cities that provide
opportunities and prosperity for all
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3.8.1. A multidimensional approach to an inclusive
and equitable urban future

The urgency of new approaches for transformative change
in cities cannot be overemphasized; the time for short-lived,
piecemeal solutions should be a thing of the past. Urban
poverty and inequality are increasingly becoming persistent
and complex challenges, which call for new approaches.
Narrow, sectoral approaches are not effective amid the social,
economic, political and environmental crises that trap most
residents in poverty. Within the Decade of Action window,
it is pertinent for cities and subnational governments to
adopt a multidimensional approach to addressing poverty
and inequality. Such approaches must extend beyond
conventional hard infrastructure programmes and look at
the multiple spatial, social and economic factors that lead to
exclusion and marginalization.

The spatial, social and economic dimensions of cities are
crucial to building sustainable and equitable urban futures
(Figure 3.12). These dimensions are interrelated. For
instance, affordable public transportation provides access
to jobs; jobs increase access to housing and basic services;
and access to housing and services increases participation
in urban governance and decision-making processes.
Given the multiple deprivations facing the poor in cities, a
multidimensional response could generate significant gains in
marginalized urban communities. The integration of spatial,
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Figure 3.12: Multidimensional approach to equitable urban futures
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social and economic dimensions of urban development can
break structural barriers that create vicious cycles of poverty.

3.8.2. Extending infrastructure and services to
under serviced communities

Another priority action for tackling urban poverty and
inequality is extending infrastructure and basic services to
the most deprived neighbourhoods. The current COVID-19
pandemic is a vivid reminder that access to basic water and
sanitation facilities can be a matter of life and death. Cities
are uniquely positioned to develop urban infrastructure to
improve the quality of life for the most vulnerable urban
populations while at the same time responding to threats that
exacerbate inequalities, such as climate change. Targeting
improvements in quality, coverage, and affordability to
disadvantaged neighbourhoods often results in citywide
transformations. The cities of Colombo, Sri Lanka; Kampala,
Uganda; and Nairobi have shown that extending piped
water and sewer networks in low-income neighbourhoods
improves public health, protects the environment and allows
citizens to be more productive,103

Extending infrastructure and basic services to deprived
neighbourhoods can galvanize action towards building
inclusive, thriving and resilient cities. Making these
transformations does not only enhance equitable access
to urban services but can also yield large dividends and
cascading benefits for the entire urban economy.!04 It is
estimated that every dollar invested in developing water and
sanitation infrastructure generates between US$4-34 in
benefits by improving health outcomes and boosting urban
productivity.105 The revitalization of water and sanitation
infrastructure in targeted neighbourhoods in Afghanistan led
to a 6.4 per cent annual increase in private investments in
land, housing and real estate.!06 Moreover, extending basic
infrastructure and services to slums is critical to building
livelihoods, improving quality of life and strengthening
public health (Chapter 7), as well as and stimulating the local
economy.

The cumulative effects of equitable access to urban

services to poverty reduction can be significant. Equitable
access to urban services is a necessary, but not sufficient
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condition. Cities must be transformed at a deeper level in
their governance and decision-making structures, planning
approaches, institutions and priorities of political leaders.
These ingredients are vital for addressing poverty and
promoting urban prosperity for all.

3.8.3. Recognizing and supporting the urban
informal employment

The COVID-19 pandemic is an opportunity to better recognize
informal sector workers for their legitimate contribution to
urban economies. The informal economy must be supported
not only because it provides livelihoods for the working poor,
but also because it supplies goods and services that keep the
city’s formal economy running (Chapters 4, 6 and 10). The
implementation of pro-informal sector urban policies can
unlock the hidden value that this segment of the economy
carries as well as transform the livelihoods of millions of
people that are employed in this sector.l07 This issue is
addressed in the SDGs, particularly through SDG 8: “Promote
sustained, inclusive and sustainable economic growth, full and
productive employment and decent work for all.” Prioritizing
the informal sector in urban programmes will help achieve the
SDGs on poverty, gender equality and equality.

Looking into the future, cities must stop the exclusion
and harassment of informal workers. The harassment and
penalization of street traders, waste pickers and market
vendors must be halted, and their rights respected (Figure
3.14).108 These rights include legal recognition, social and
economic rights, access to essential infrastructure and
services and better representation in urban governance and

policymaking processes. In the Indian cities of Surat and
Ahmedabad, the Mahila Housing Trust negotiated with city
authorities and leveraged city funds on behalf of informal
sector workers.199 These funds were used to upgrade
housing conditions and access solar energy technologies to
run refrigerators, soldering irons and sewing machines for
home-based workers.

Looking into the future, cities must
stop the exclusion and harassment of
informal workers

For these priority actions to materialize, there are key roles
which key urban stakeholders can play in supporting informal
employment (Table 1.1). For inclusive urban futures,
it is important for cities and subnational governments
to acknowledge that informality is the dominant mode
of contemporary urbanization in developing countries;
therefore, urban policies and programmes should be
developed from this perspective. Thus, cities must rethink
and review the current exclusionary urban planning
approaches in ways that are responsive to the needs of
informal activities (Chapter 6). Cities cannot eradicate
poverty or become more equal and economically productive
if they continue to exclude or harass large populations of the
informal workforce. Urban planning and policymaking that
considers informal workers is difficult but not impossible.
It requires a shift in the mindset of policymakers and city
planners to recognize the contribution of informal economies
to the livelihoods of the urban poor.

Crowds outside railway terminus during a nationwide lockdown in Mumbai/India © Shutterstock
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Table 3.1: Roles of specific actors in supporting informal sector workers

Key Actors Specific roles in supporting informal sector workers

City governments = Recognize the challenges of different types of urban informal workers and their contribution to urban economies in

different sectors

= Improve access to essential urban infrastructure and services
= Enhance access to public spaces, procurement opportunities and social protection programmes

Civil society, social movements, and non- = Defend social and economic rights of informal workers
governmental organizations = Collaborate with urban governments to increase the access of informal workers to public spaces, public services
and public procurement opportunities
= Advocate for a more inclusive vision of economic prosperity, so that it is shared across all who contribute to the

workforce

= Ensure equal employment rights and security for informal workers, including social and fiscal safety nets in times

of crisis and disasters

= Support and facilitate participation of informal workers groups in urban decision-making that affects their lives and

livelihoods

National governments = Create incentives for cities to offer public procurement contracts for services such as waste management to
informal worker organizations with a path to formalization and benefits
= Engage informal worker organizations when setting policies in sectors in which they are employed, and support
them in negotiations with local governments

Private sector = Partner with informal small entrepreneurs to invest in local innovations
= Comply with wage laws and offer paths to formal employment and reliable livelihoods with benefits and insurance

schemes

= Include informal workers in supply chains for goods and services and provide reliable business to support their

livelihoods

= Create and operationalize innovative credit instruments in the banking sector for informal workers and businesses
investing in informal settlements, thus fostering financial inclusion

International community, including = Develop financing programmes that help cities integrate informal workers into formal employment and service

development finance institutions

delivery systems, with social and fiscal safety nets, health benefits and secure livelihoods

= Incentivize a change in mindset to acknowledge the implications and contributions of the informal economy
= Design programmes that ensure economic gains are distributed for shared prosperity, ensuring access for all
citizens to the full range of opportunities the city offers

Source: Adapted from Mahendra et al, 2021, p. 129

3.8.4. Inclusive and gender transformative
approaches for equitable urban futures

It is paramount for cities to develop inclusive urban
governance systems and processes that promote
transformative resilience to multiple crises by using local
knowledge in the face of uncertainty. The quality of local
governance and use of local knowledge strongly influence
access to shelter, services, infrastructure and emergency
response.!10 These approaches have been instrumental as
part of the COVID-19 response strategies.

Urban leaders must draw on grassroots, civil society and
private sector efforts to build local alliances to deliver more
effective strategies of addressing poverty and inequality.
If cities harness local knowledge, they can effectively
understand how complex risks are experienced. This

perspective becomes the basis for developing forward-
looking strategies that build the resilience of the poor
in the face of multiple risks.!!! Cities should therefore
support inclusive, gender-transformative responses that are
co-produced with marginalized urban populations, including
attention to intersecting inequalities as noted in Chapter 1.
These strategies will require working closely with specific
urban groups such as:

= Women and girls who bear the brunt of care burdens and
underrepresentation in urban governance structures

= Ethnic minority groups who are often disproportionately
burdened by shocks and bear the brunt of discrimination
and systemic exclusion from urban development
processes

92



I WORLD CITIES REPORT 2022

= Migrants, refugees and internally displaced persons who
face heightened risk of socioeconomic exclusion and
marginalization

= People with disabilities and the elderly who may have
pre-existing health conditions and may struggle with
accessing infrastructure and urban services

3.8.5. Place-based interventions to build resilience
in “urban weak spots”
Cities should prioritize efforts to build resilience in their
“urban weak spots” so that they can withstand future shocks
and stresses (Box 3.2). Urban weak spots are areas such as
slums and informal settlements that are characterized by
poor services, overcrowding, hazardous locations, high risk
of eviction and multiple vulnerabilities. By amplifying these
vulnerabilities and creating new ones, the COVID-19 pandemic
send a strong message on the need to address the structural
inequalities in cities. Failure to do this will trap millions of
people in zones of deprivations with limited prospects of

I Box 3.2. Building the resilience of “urban weak
spots” to future shocks

In the long term, international and regional financial
institutions like the World Bank, the Africa Development
Bank and the Asian Development Bank can support the
scaling-up of slum-upgrading interventions to strengthen
investment in infrastructure and services for underserved
communities. Funding from development banks can be
mobilized through grants and/or low-interest micro-
loans (or a combination) for housing improvements.

This approach would quickly get cash to households to
make needed shelter improvements that would build
resilience to future crises and serve to stimulate the
formal and informal construction industries, on which
many informal, urban poor workers rely. Investing in
homes can serve to reduce the spatial inequalities that
exist within cities between the formal and informal
sector, as well as build longer-term household wealth.
Improvements in housing could also reduce overcrowding
and thus vulnerability to future health crises. This kind
of investment is important for building longer-term
resilience and reducing the social disparity that exists in
cities.

Source: World Bank, 2020
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upward mobility. Cities and subnational governments should
therefore develop and implement citywide upgrading and
renewal strategies based on need and disadvantage that
prioritize investment in urban weak spots.

City leaders should think creatively about improving housing
options for the poor. Existing evidence shows that in situ
upgrading is preferable to relocation, except in cases
when people need to move for their safety or to serve an
overwhelming public need.!''? Implementing upgrading
strategies in partnership with local communities helps cities
harness untapped skills and the lived experiences of these
communities. This collaborative approach will improve access
to basic infrastructure and services, economic productivity,
and overall quality of life for the marginalized.

There are emerging models of best practices in participatory
slum upgrading, which provide important lessons on how
slums and informal settlements can act as entry points
for place-based interventions. In Nairobi and Windhoek,
Namibia, there have been strong alliances between local
governments and community groups in slum upgrading
interventions. These cities are changing urban planning and
land-use regulations to improve infrastructure quality and
access as well to enable incremental building over time.!13
In Thailand, cities have partnered with community-based
organizations and NGOs to upgrade informal settlements
through the Baan Mankong programme, creating a model
that has been scaled up to over 215 cities in 19 Asian
countries.!14 These grassroots, bottom-up housing and slum
upgrading programmes tapped into local knowledge, while
combining with government funds and approvals to serve as
an innovative model throughout the region.

The success of place-based interventions
depends on the existence of political will to
pursue pro-poor urban development

The success of place-based interventions depends on
the existence of political will to pursue pro-poor urban
development. This approach to urban policymaking empowers
poor communities to demand and realize their rights and
entitlements, matched by financial, human and technical
capacity to create conditions for socioeconomic changes on
the ground. Community-led slum upgrading interventions,
like those in Bangkok, Thailand, have produced well-serviced
and affordable housing for the poor.115



3.8.6. Bottom-up urban resilience building for
sustainable urban futures

The COVID-19 pandemic and the looming climate crisis
have demonstrated the urgency of building resilience in the
planning, governance and management of cities. Chapter 10
notes that building resilience for sustainable urbanization
requires linking in an integrated way the various pillars
of the 2030 Agenda for Sustainable Development. The
COVID-19 pandemic presents an opportunity for urban
leaders to prioritize building long-term resilience of cities
against all forms of shocks.11¢ The pandemic has intensified
the pattern of emergencies, with urban areas bearing the
brunt. In the same vein, almost two-thirds of cities with
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more than 500,000 residents are at high risk of exposure to
floods, droughts, earthquakes and other natural disasters.!17

The Moving Urban Poor Communities in the Philippines
Towards Resilience (MOVE UP) model provides important
lessons for the future of cities with respect to pro-
poor resilience interventions (Box 3.3). Specifically,
the urban poor and at-risk communities must be at the
centre of interventions targeting the institutional, social,
economic, environmental and infrastructural dimensions
of resilience.11® The MOVE UP model demonstrates that
the participation of at-risk communities strengthens their
capacities and engenders a sense of ownership over projects.

I Box 3.3: Moving Urban Poor Communities in the Philippines Towards Resilience (MOVE UP) Model

Urban context in the Philippines

social positions and creating an enabling environment.

How does the MOVE UP Project help build resilient communities?

The MOVE UP Project envisions resilient communities as those that can prepare and bounce back from shocks and stresses
because: they have the resilience capacities to do so; the society they live in is inclusive and equitable; and good governance
provides an environment that enables them to participate in public life and decision-making. The MOVE UP project places urban
poor communities at the centre. The project was designed based on the idea that communities become more resilient if they have
strong resilience capacities, and if the society they live in has well-developed social, economic, environmental, institutional and
infrastructure sectors. To help achieve this ideal, the project employs three main strategies—building resilience capacities, improving

Cities in the Philippines are characterized by rapidly expanding informal settlements, the majority of which are situated in
environmentally hazardous areas. Most of the 1.5 million informal settlement residents do not have access to essential infrastructure
and basic urban services such as water and sanitation. Residents of informal settlements are highly vulnerable to climate-related
impacts. The COVID-19 pandemic has worsened the situation by disrupting livelihoods of thousands of poor households.

Building resilience capacities entails increasing urban poor communities’ capacities to anticipate, respond to, adapt to and
transform risks. Aside from bolstering these resilience capacities, livelihoods and livelihood assets may also be made more resilient
by strengthening, diversifying and protecting them. This is particularly important in the context of COVID-19 where livelihoods of
informal settlement dwellers have been eroded due to lockdown measures and lack of social safety nets from governments.

Improving social positions means advancing social inclusion relating to gender, ethnicity, age and disability; increasing organizational
capacity; and pushing for the equitable distribution of capital and assets.

Creating an enabling environment consists of promoting participatory and inclusive governance processes that follow the rule of law.

The project was a collaborative effort between different stakeholders such as communities, civil society and non-government
organizations, private sector, local government units, and the national and subnational levels of government. By focusing on
improving shelter conditions during emergencies and making livelihoods more resilient to shocks and stresses, MOVE UP hopes to
strengthen the resilience capacities of urban poor communities and their respective local governments.

Source: Resilience and Innovation Learning Hub, 2020.
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As cities recover from the pandemic, their resources should
be directed towards collaborative resilience building with
poor urban communities (Chapter 8). If cities are planned and
managed using such innovative and bottom-up approaches,
new opportunities for tackling poverty and inequalities will
be unlocked. No urban intervention will succeed without
putting the poor communities at the centre. Failure to invest
in urban resilience can reverse development gains by pushing
millions back into poverty.119

3.9. Transformative Policies for Inclusive
and Equitable Urban Futures

The COVID-19 pandemic provides a unique opportunity to
reimagine transformative urban policies that redress poverty
and inequalities in cities. The UN-Habitat report Cities and
Pandemics: Towards a More Just, Green and Healthy Future
advocates for a “new social contract” in the form of universal
basic income, universal health coverage and universal housing
and basic services (Chapter 1).120 The COVID-19 pandemic
has exposed the gaps in social protection coverage, given its
disproportionate impact on the livelihoods of the urban poor
and low-income workers.!21 Policy interventions by both
national and local governments are important for bolstering
the resilience of vulnerable groups to future shocks. There
are increased calls global for universal social protection on
the grounds of both efficiency and equity.

3.9.1. Social protection for the most vulnerable
groups

Social protection is a potentially powerful policy tool for
redistributing wealth and addressing urban poverty and
inequalities, which have become defining features of cities
especially in developing countries (Chapter 1). The need to
reform social protection programmes has never been this
urgent. Social protection programmes have the potential
to contribute to the achievement of several SDGs. If social
protection covers some form of basic income, housing and
health, then it can contribute to achieving several SDG
targets. For instance, SDG target 11.1 seeks to ensure
access for all to adequate, safe and affordable housing and
basic services; thus, social protection can directly enhance

Social protection is a potentially powerful policy
tool for redistributing wealth and addressing
urban poverty and inequalities
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access to these basic needs.!22 Prioritizing the poorest
urban households in social protection interventions could
generate more progress in addressing poverty and inequality.
Transformative social protection is hinged on the notion
that poverty and vulnerability have social and economic
dimensions, which call for more than income support. What
potentially makes such interventions transformative are
efforts to dismantle structural barriers such as discrimination
against marginalized and vulnerable groups.123

Formal social protection assistance coverage is generally
higher in rural areas. The COVID-19 pandemic has amplified
the urgency of urban social protection programmes. A key
lesson from implementing social protection programmes
in Latin America and Asia is that replicating rural models
in urban settings will not work. This experience calls for
adapting or redesigning social protection interventions to
make them appropriate for urban-specific vulnerabilities.

3.9.2. The critical pillars of social protection in
cities

There are three key pillars of urban social protection that
should be prioritized (Figure 3.13). The first is social
protection for informal workers.124 Workers in the informal
sector endure precarious livelihoods, unpredictable incomes,
and difficult working conditions. During the COVID-19
pandemic, street traders’ vending markets were destroyed
in the name of public health measures, which contributed
to massive loss of livelihoods and incomes, thus deepening
poverty. These informal workers rarely have unemployment
insurance, social assistance or any form of safety net.
If cities are to serve as engines of inclusive growth, then
social protection and dignified work should form related
policy elements of equitable urban futures. A transformative
approach to social protection would include implementing
regulation and monitoring to ensure the health and safety
of all urban workers. In fact, the COVID-19 pandemic has
demonstrated the urgent need to strengthen the links
between social protection and livelihoods.

Going forward, governments should ensure strong linkages
between social protection and livelihoods to help the most
vulnerable workers build more resilient livelihoods.!2> In
the Indian cities of Bengaluru and Pune as well as in Brazil,
Colombia and Argentina, local governments have signed
contracts with previously informal waste picker cooperatives
for door-to-door waste collection.!26 Cities should also
recognize informal sector workers as legitimate economic
actors through integration of their livelihoods activities into
urban policies and plans.



Figure 3.13: Pillars of urban social protection
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The second pillar of social protection is adequate urban
housing for all, as millions of the urban poor, especially in
developing countries, live in slums, informal settlements and
various forms of inadequate housing. Measures to achieve
adequate housing for all not only entail financial resources,
but also involve legal claims on tenure and an assertion of
the right to the city. The housing affordability crisis in cities
of developed and developing countries is a grave concern.
For instance, in Australia, there is a constant rejection of the
view that social housing should be expanded to ensure all
households are able to access decent, affordable housing.127
This view is incompatible with the current global goals of
promoting access to decent and affordable housing for all.

To address the current housing affordability crisis,
governments at all levels should prioritize targeted social
housing programmes. Latin American countries have been
at the forefront of housing subsidies.!28 In Chile, the ABC
programme (ahorro or “savings,” bono or “subsidy” and
credito or “loans”)!29 uses the savings of residents as a
financial basis on which to offer loans and subsidies to make
housing more affordable.!30 In Brazil, pragmatic public-
private partnerships involving the three levels of government
are used to redevelop city land and create space for affordable
housing in the centre of Sao Paulo.

Cities could promote rental housing by converting
underutilized urban land to affordable housing!3! and invest
in public transport to connect housing with employment
centres. Subsidized housing programmes should be carefully
designed as poorly structured incentives can have negative
outcomes. Ambitious social housing programmes that are
insensitive to location have been an important driver of urban
expansion without access to basic services and have created
a mismatch between where houses are built, where people

Right to adequate
[street traders, domestic Lelter

Subsidized urban services
for the most vulnerable
{e.g. slum dwellers)

want to live and where services are available.!32 National
governments should create decentralized frameworks that
empower cities to implement an appropriate housing policy
mix best suited to the needs of their local population.

Access to essential public services constitutes a third area
of convergence between social protection and urbanization.
The COVID-19 pandemic demonstrated the centrality of
essential services—water, sanitation, transport and energy,
among others, for the well-being of urban dwellers. However,
a majority of the poor including those living in informal
settlements, refugee camps and migrant dormitories do not
have access to these services, making them highly vulnerable.
Social protection can alleviate access constraints by giving
poor households subsidized or free access to these services.
City governments could experiment with innovative models
of social protection for urban services provision by designing
well-structured, targeted subsidies for affordability and
social returns.!33 Providing targeted subsides for electricity
and water connections for the neediest residents has proven
effective and affordable, allowing residents to pay the
upfront costs over time. Several cities across Chile, Colombia
and South Africa subsidize water for households below a
certain income threshold, using existing socioeconomic
classifications. 134 However, such programmes will need to be
carefully designed to ensure that the most vulnerable derive
the intended benefits.

Poorly designed interventions can have unintended
consequences, with the low-income and poor households
paying more for inferior services and the publicly-funded
subsidies going to higher-income groups. In Asia, China has
experimented with urban social protection and demonstrated
that it is practical to implement such measures by adopting
an integrated system that recognizes the need to go beyond

96



I WORLD CITIES REPORT 2022

I Box 3.4: China’s integrated urban social programme Dibao

urban labour markets.

to basic services like education, health and housings.

The Chinese government introduced the Regulations on Minimum Subsistence for Urban Residents, abbreviated as Dibao, which

is a formal poverty-oriented measure to support low-income urban working households. In addition to Dibao, China's urban social
protection regime includes education, health, employment, housing, disaster relief and temporary assistance programmes targeted

at tekun people (those destitute, in extreme difficulty and poverty), urban residents with no labour capacity, no income, and no legal
guardian. The primary target beneficiaries of these urban social protection programmes are the working poor, older persons without
pensions, needy children and persons with disabilities. In terms of housing, local governments give priority to low-income families in
urban areas facing housing insecurity priority in the allocation of public rental housing, rental subsides and home renovation schemes.

There are several important lessons emerging from the Dibao programme:

i. Social programmes designed for urban areas should target the most marginalized groups, especially those that struggle to access

ii. The design of social protection programmes must consider the multiple dimensions of urban vulnerabilities such as lack of access

iii. Social protection programmes should form part of the multilevel governance response to urban poverty and inequalities, providing
a framework through which cities can promote inclusive and equitable urban futures.

Source: Lixiong, 2018.

income support measures (Box 3.4). The country’s locally
designed Dibao programme integrates a fragmented system
within a planned framework and establishes a security net
to meet basic needs of all people towards social justice and
inclusive cities.

3.10. Success Factors for Social
Protection Policies in Urban Areas

The implementation of successful urban social protection
policies and programmes will not happen by chance. It
depends on factors such as consideration of urban-specific
vulnerabilities, governance and institutional reforms, data-
driven targeting, rights-based approaches, comprehensive
and integrated design of interventions, and political
marketing, among others.

3.10.1. Addressing urban-specific vulnerabilities

A key le sson from the implementation of social protection
policies in Asia and Latin America is that simply replicating
rural models in urban settings does not work because urban-
specific vulnerabilities are complex and multidimensional,
which necessitates adapting or re-imagining the design of
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these programmes.!35 Social protection interventions that
fail to consider urban-specific vulnerabilities such as higher
living costs, high levels of informality and unemployment,
and unequal access to urban services, among others, will
have limited success.

Urban vulnerabilities manifest differently in different
geographical contexts; therefore, a one-size-fits-all approach
will not work. Figure 3.14 shows some of the key design
considerations for urban social protection given that
urban poverty and inequality across cities are highly
differentiated—factors which determine the design of
urban social protection interventions. Cities should tailor
strategies that respond to different form of vulnerabilities.
Social protection interventions should be nuanced and wide-
ranging to ensure the different risks and vulnerabilities
associated with gender, age, ethnicity, migratory status and
other characteristics are effectively identified and tackled in
urban welfare programming.

3.10.2. Comprehensive and integrated design of
urban social protection is key

The complexity, multidimensionality and interconnectedness

of urban poverty and inequality require a comprehensive
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Figure 3.14. The A, B, C and D of urban social protection design
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social protection system that goes beyond income. Cities and
subnational government must invest in comprehensive social
protection systems, which guarantee income security and a
wide range of services for vulnerable groups. Additionally,
cities should see themselves as part of a continuum of
national social protection systems where they are part of
the broader and interconnected interactions between rural,
peri-urban and urs ban areas of various sizes. The COVID-19
crisis has exposed the dangers of not having social protection
systems that cushion vulnerabilities across territories, thus
demonstrating the need to integrate social assistance,
insurance and labour market interventions in coherent and
connected ways across the urban-rural continuum.!3¢

3.10.3. Innovative financial mobilization and revenue
generation
Transformative and ambitious policy interventions require
huge financial commitments. To successfully implement social
protection programmes, city governments in many countries
will have to increase their revenue streams. Depending
on the context, city governments will need to diversify
their portfolio of revenue, improve capacity for revenue

generation and harness innovative financing mechanisms.
Chapter 4 provides insights on how cities can diversify their
economies and expand their fiscal opportunities. Cities
can also pay to extend basic services and infrastructure
to marginalized communities by tapping into fees paid by
the rich. For instance, in Ouagadougou, Burkina Faso, the
municipality uses fees paid by high-income households to
improve wastewater infrastructure and support safe on-site
sanitation for low-income households.!37 Cities should also
develop appropriate incentive schemes to engage with the
private sector and underserved markets in order to adopt
new financing mechanisms that can fund the projects cities
need most urgently. For cities to mobilize innovative revenue
sources, they will require fiscal autonomy within an effective
decentralized framework.

3.10.4. Governance and institutional reforms

Cities do not exist in isolation; those in poor countries lack
the capacity, jurisdiction and resources to implement these
bold and transformative measures. The transformative power
of cities should be strengthened through a sustained, shared
vision among diverse local stakeholder groups, including
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representatives of international or multilateral agencies
operating locally. A governance challenge facing urban-
specific social protection is that the New Urban Agenda
devolves much of the responsibility for delivering services
to local governments, while social protection is usually
implemented at a national level. A multilevel governance
approach is therefore crucial for the implementation of
urban social protection. National governments should
promote policies and institutional reforms that enable the
fiscal capacities of cities to implement these ambitious
transformative measures.138 Additionally, the design and
implementation of social protection programmes and policies
should meet specific urban needs in a coordinated national
protection system. 139

3.10.5. The role of political marketing

Political marketing is critical for successful urban social
protection. It is important to frame social protection within
an optimistic urban development narrative to facilitate policy
uptake in the future. Policymakers at the city and subnational
levels are sometimes sceptical about cash transfers or other
forms of social protection in urban areas. Proponents of
urban social protection programmes must address opposing
views such as concerns that these programmes will create a
dependent class disincentivized to work and induce urban
congestion by encouraging migration to cities. Such biases
pose a key challenge for the institutionalization of urban
social protection programmes. Thus, it is important to frame
these policy measures differently. For example, designating
social protections as part of a broader suite of urban public
works can draw support from local political leaders.140

3.10.6. Investment in evidence-based targeting
Successful urban social protection programmes target key
constituencies, but such efforts must be evidence driven
to reach the most vulnerable urban populations. Targeting
eligible urban populations raises challenges that are often
not present in rural areas. Geographical and categorical
targeting can be complicated by the varying spatial
dimensions of urban poverty and inequalities, and lack of
current information on the spatial distribution of poverty.
The poor are usually clustered in specific geographical
areas in some cities and widely dispersed in others. Local
governments should identify so-called “pockets of poverty”
so that geographical targeting becomes effective in reaching
the most vulnerable populations.!4!

Cities cannot adequately address challenges that are poorly

understood when they have limited data on the needs,
priorities and vulnerabilities of the local population. These
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data gaps often lead to poorly designed and ineffective policy
responses. Cities should utilize new technologies, such as
satellite imagery and geospatial mapping, for better and
more nuanced local insights on poverty and inequality.

3.10.7. A rights-based approach to urban social
protection

Social protection systems are most likely to deliver on their
transformative potential if they are rooted in foundations
of human rights.142 Adequate legal and institutional
frameworks help social protection to be seen as an inherent
social entitlement or right, rather than as mere charity, for
the most vulnerable populations. A rights-based approach
to social protection that follows two basic principles is
important. First, universalize social assistance to highly
vulnerable urban populations; and second, universalize social
protection insurance to all workers including those working
informally. For example, Austria’s comprehensive system of
social security, which includes both contributory and non-
contributory social protection programmes, is rooted in
international and regional human rights instruments. Austria
considers social policy “a key instrument in tacking poverty
and improving chances in life.”143

3.10.8. Mainstreaming social policy objectives into
national and local policies and plans

The design and reform of social protection programmes
should be complemented with comprehensive review of
macroeconomic policies to mainstream socioeconomic
objectives such as urban poverty and inequality reduction
into city development plans and policies. Until recently,
urban poverty and inequality have hardly featured in the
macroeconomic policy of many developing countries.
Governments should have poverty reduction and economic
development plans that set priorities for cities. Furthermore,
cities should strengthen the link between urban policy and
social protection; for instance, most of the risks faced by
informal sector workers stem from their exclusion in urban
development policies and plans.

3.11. Concluding Remarks and Lessons for
Policy

This chapter has shown that poverty and inequality could
become persistent features of the future of cities in both
developed and developing countries if governments and
stakeholders at all levels do not take decisive actions. The
COVID-19 pandemic laid bare the structural inequalities
inherent in urban areas, exacerbated poverty, exposed



hidden pockets of poverty, amplified existing vulnerabilities
and created new ones and in ways that have placed additional
burden on already overstretched local governments,
especially in developing countries. The impacts of the
pandemic were severely devastating for the marginalized and
most vulnerable groups including the homeless, indigenous
peoples, refugees and migrants and internally displaced
persons, slum dwellers and those working in the informal
economy.

Whether urban poverty and inequality will become
entrenched and pervasive features of cities will undoubtedly
be determined by decisions and actions taken by city leaders
today. Without urgent and transformative policy action at all
levels, the current situation will only worsen. The long-term
costs of each incremental policy choice may not be clear, but
each decision could shape the future of cities for generations
to come. Wrong decisions by city leaders could entrench
poverty, deny opportunity for millions and widen urban
disparities in ways that will become increasingly difficult to
reverse or rectify.

For inclusive and equitable urban futures to be realized, the
chapter emphasized the following key policy areas:

= Adoption of a multidimensional approach to addressing
urban poverty and inequality through investing in both
hard and soft infrastructure can address the multiple
spatial, social and economic barriers that lead to
exclusion and marginalization.

= Extending infrastructure and basic services to
underserved communities can be a catalyst for inclusive
and equitable urban futures.

= Recognizing and supporting informal sector workers
through tailored social protection programmes and
responsive urban planning and policies is critical for
tackling poverty and inequality.

Poverty and Inequality: Enduring Features of an Urban Future? IS

Inclusive and gender transformative approaches are
urgent for building equitable urban futures.

Urban sensitive social protection is a potentially
powerful policy tool for redistributing wealth and
addressing poverty and inequalities.

Place-based interventions can build the resilience
of “urban weak spots” such as slums and informal
settlements.

The New Urban Agenda provides a framework for all
facets of sustainable urbanization to promote equality,
welfare and shared prosperity. Cities should mainstream
these commitments in their local development plans
with deliberate focus on addressing urban poverty and
inequality. Eradicating poverty and reducing inequality in
all forms remain a cornerstone to ensure that cities are
better prepared for the next crisis.
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Chapter 4:

Resilient Urban Economies: A
Catalyst for Productive Futures
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Resilient Urban Economies: A Catalyst for Productive Futures

S e T

Quick facts

1. Future shocks that significantly impact urban economies are imminent. However, there
are disparities in cities’ resilience to face such shocks, with some more prepared than
others.

2. The informal economy is still and will continue to be vibrant economic force in urban
areas of developing countries. The sector must therefore be recognized and supported
as a legitimate contributor to urban economies through a wide range of inclusive policies
and targeted programmes.

3. Well-planned and managed urbanization is a transformative force towards sustainable
and inclusive growth in the future of cities.

4. The COVID-19 pandemic has unleashed an unprecedented crisis resulting in massive
job losses, shrinking local revenues and contraction of urban economic growth. This
experience demonstrates the urgency of building resilient urban economies for the future.
5. Cities in developing countries are experiencing rapid urbanization without structural

transformation, thus failing to reap productivity gains, which make them highly vulnerable
to future shocks.

Policy points

1. Cities should prioritize economic diversification as a critical pillar for building resilient
urban economies and productive urban futures in line with the New Urban Agenda.

2. Sustainable urban and territorial planning supported with effective governance structures
is critical for building resilient urban economies and productive urban futures.

3. Urban economies are more productive in peaceful and stable societies.

4. Governments should implement targeted interventions such as tailored social safety
nets to strengthen the capabilities of marginalized groups.

5. Sustainable and innovative municipal finance are fundamental for optimistic urban
futures.
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Cities are significant accelerators of economic growth,
contributing more than 80 per cent of global gross domestic
product (GDP). Due to agglomeration effects and economies
of scale, cities generate substantial economic activity and
wealth, with tangible benefits for urban residents. For
instance, in Africa, one can earn as much as 23 per cent
more in cities than in rural areas.! This kind of income boost
is a clear pointer that, if well-managed, urbanization can be
a transformative force for sustainable growth that increases
the productivity of cities and drives local economic activity.

The New Urban Agenda encourages governments to
prioritize sustainable and inclusive urban economies
by leveraging the benefits associated with well-planned
urbanization processes.2 The NUA also envisages cities
that are adequately prepared to meet the challenges and
opportunities of present and future; cities that generate
inclusive and sustainable economic growth, including
recognition of the informal economy.3 Moreover, SDG
8 calls for nations to pursue inclusive and sustainable
economic growth as well as employment and decent work
for all, trends that will be driven by outcomes in urban
areas. These calls to action from the global development
agenda show how urban economic prosperity is a pillar of
achieving the ambitions set out in the SDGs and the NUA,
as well as helping the world recover from the economic
crisis caused by the COVID-19 pandemic.

Historically, cities have always been vulnerable to economic
shocks and stresses. The global financial crisis of 2008—-2009
impacted cities by reducing demand for manufactured goods
and exports, worsening unemployment, disrupting housing
markets, reducing public revenue and overall contracting
local economies.4 But that crisis pales in comparison to the
current pandemic; the COVID-19 crisis has unleashed an
unprecedented stress test on urban economies, even highly
competitive ones. Melbourne, Australia, for example, is
projected to see a cumulative reduction in gross product of
up to AU$110 billion and stifled job growth from the onset
of the pandemic to 2024, with up to 79,000 fewer jobs
created than pre-COVID forecasts.>
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The economic impact of the pandemic is reverberating
across regions. For instance, before the pandemic, per capita
GDP in the Middle East and North Africa (MENA) region
was estimated to be US$14,000, but this figure dropped to
US$13,000 in 2020. Estimates show that regional economies
in MENA could take until 2024 or 2025 to bounce back to
pre-pandemic levels,® with cities being the hardest hit. In
Europe, the regional economy contracted by 5.9 per cent in
2020.7 In England and Wales, for example, urban areas could
have accounted for 60.4 per cent of the total job losses due
to pandemic-induced economic shocks.8

The economic impact of the pandemic has been variegated
across the world owing to differences in the resilience of
urban economies, economic structure of different urban
areas, the fiscal health of various levels of government and
social protection measures, among others. In developing
regions, workers in the informal economy have borne the
brunt of economic contraction and massive job losses,
complicating their ability to rebuild their livelihoods. In
developed countries, the pandemic’s economic impact
disproportionately affected marginalized groups such as
minorities, migrants, indigenous peoples and the homeless,
among others (Chapters 1 and 3). For example, migrants in
European urban economies work with limited job security
and without legal status, making them vulnerable to income
losses in times of crises, especially sectors in which migrants
were overrepresented.®

The pandemic also inflicted strain on the fiscal health of
cities and countries. Globally, local governments were
expected to have 15 to 25 per cent less revenues by 2021.10
With weakened fiscal capacity and growing pressure on
public finances, local governments may struggle to invest in
key infrastructure and services—<critical pillars for thriving
urban economies and productive urban futures. Additionally,
the pandemic has not only slowed down investment into
and progress towards SDG 8 on decent work and economic
growth, it has also left countries grappling with inflation
well above their monetary policy targets.!! The tightening
of global financing conditions in the face of rising inflation
is projected to put more countries at risk of debt distress,
further constraining their fiscal space and impeding economic
growth. Already, current estimates indicate that 60 per cent
of least developed and other low-income countries being at
high risk of, or in, debt distress.12

As the world transcends the pandemic, the inflationary
pressures have been exacerbated by both ongoing global
supply chain disruptions and the war in Ukraine. Besides
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massive loss of life and displacement of persons, the conflict
in Ukraine has further increased the ongoing disruptions
to global logistics and supply chains. Additionally, since the
region is a significant contributor to global food and energy
supplies, the conflict is also shaking energy markets—
driving up oil and fuel prices globally—and worsening
food insecurity, increasing further uncertainty in the global
economy already battered by COVID-19 crisis. 13

The World Cities Report 2020 highlights how the COVID-19
pandemic provides an opportunity for policymakers to
reimagine how cities can build the resilience of their urban
economies to reduce their vulnerability to future shocks and
stresses. Without concerted efforts at all levels of government
to manage the COVID-19 crisis and recovery, the pandemic
would continue to undermine the economic structures of
cities and increase the level of risk aversion among businesses
and depress urban investment in the long run.!4 The pandemic
and the emerging shocks could set the productivity of cities on
a downward spiral with dire consequences on the collective
vision of inclusive, equitable, resilient and productive urban
futures. The multiple impacts of the recent shocks on urban
economies demonstrate the urgency of investing in integrated
resilient interventions, taking into account the economic
needs of most vulnerable groups.

Resilient Urban Economies: A Catalyst for Productive Futures I

This chapter explores the pathways to resilient urban
economies and productive urban futures. It analyses how
the urban economy can be strengthened to withstand
future shocks and crises, while examining how the urban
economy can be fully fit for purpose to withstand these
shocks. Additionally, the chapter discusses new innovative
sources of revenue that cities can leverage for sustainable
urban futures. Finally, the chapter explores the different
ways city authorities can support the informal sector
to achieve inclusive growth. As a prelude, the chapter
introduces the concept of urban economic resilience,
including its strategic pillars and how these relate to both
cities of developed and developing regions. The state of
urban economies in both developing and developed regions
is then discussed, including implications for the future of
cities. The chapter ends by discussing the transformative
pathways towards resilient urban economies and productive
urban futures.

4.1. Conceptualizing Urban Economic
Resilience

Urban economic resilience refers to “the capacity and
related capabilities of cities or urban communities to plan
for, anticipate negative shocks, including long-term stresses,
to their economies, allocate, reallocate, and mobilize
resources to withstand those shocks, recover from the
shocks, and rebuild at least to pre-crisis levels, while placing
their economies on the path to sustainable economic growth
and simultaneously strengthening their capacity to deal with
any future shocks” (Figure 4.1). 15 A resilient urban economy
must be able to withstand and recover from shocks such as
financial and economic crises (Chapter 10).

Cities with strong economic resilience usually have the
resources and institutional capacity to implement adaptive
changes and diversifying into new economic sectors, thereby
making their local economies agile.1¢ Existing evidence suggests
that economic diversity can contribute to urban economic
resilience while sectoral specialization and export concentration
are likely to be more vulnerable to economic shocks.!” The
COVID-19 pandemic has exposed these realities; specialized

Cities with strong economic resilience usually
have the resources and institutional capacity to
implement adaptive changes and diversifying
into new economic sectors, thereby making
their local economies agile
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Figure 4.1: Conceptualization of urban economic resilience
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urban economies such as those who relied more on tourism
and export markets were severely impacted due to restrictions
in movement and supply chain disruptions. On the other hand,
diversified urban economies capitalized on their innovation
capacities and creative human capital in order to adapt to the
new economic order necessitated by the pandemic.

As indicated in Figure 4.1, the overall objective of urban
economic resilience is to achieve balanced, inclusive, and
sustainable development as measured by indicators such as
gross city product (GCP) growth, labour force participation
rate, inequality rates and per capita gross city product and
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per capita revenue. Ultimately, an increase in GCP per capita,
labour force participation rates and own source revenue per
capita coupled with a decrease in inequality will improve the
well-being of urban residents.

Urban economic resilience is also multidimensional: its key
pillars include business environment, economic governance,
labour market conditions and financial arrangements (Figure
4.2). Business environment and economic governance refer
to urban systems and describe, respectively, conditions for
business operations (both public and private), the structure
of local economies, as well as rules and regulations that
govern the activities of businesses. Labour market conditions
and financial arrangements refer to factor markets (labour
and capital, respectively) in urban areas. Together these four
pillars are critical for building resilient urban economies
and productive urban futures, but their manifestation varies
geographically.
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Figure 4.2: Key dimensions of resilience building for urban economies
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The informal economy and small and medium-sized enterprises
(SMEs) constitute a key part of the business environment in
developing country cities. On the other hand, the business
environment in cities of developed countries is mostly
characterized Dby larger firms in the knowledge industries,
advanced producer services, advanced manufacturing sectors
and creative industries, among others. When compared to
developing countries, urban economies in developed countries
are also backed by diverse labour market conditions, with
highly skilled workers that can easily adapt to changes in local
economies. These characteristics create favourable conditions
for stronger agglomeration economies and productivity
enhancing gains—making developed cities more resilient to
shocks than their counterparts in developing regions.

Developed and developing country cities vary significantly in
terms of the mechanics of their economic governance. For
instance, most cities in developed countries usually have explicit
economic development plans, policies and strategies, which are
often executed. In comparison, most cities in developing regions

-
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are operating in a context where urban policy formulation
needs improvement and implementation remains a hurdle. This
difference in policy contexts is reflected in disproportionate
experiences in responding to shocks and channelling resources
towards resilient urban economies. Compared with developing
countries, developed country cities have vibrant debt, equity
and capital markets, which facilitate access to reliable financing
instruments to fund urban programs. As illustrated in Figure
4.2, infrastructure and connectivity systems are central to
facilitate the functioning of the other four dimensions of the
urban economy under stressful conditions. In building urban
economic resilience, these key pillars should be considered in
an integrated and holistic way.
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4.2. Urban Economies of Cities in
Developing Countries

This section examines the state of urban economies in cities
of developing regions, with particular focus on (i) structure of
urban economies, (ii) the structure of the informal economy
and its contributions, (iii) the nexus between urban planning
and urban economies, (iv) dynamics of unbalanced urban
and territorial economic development and (v) municipal
financing, among other aspects of the economic well-being
of cities. The implications of these issues for urban economic
resilience and productive urban futures are highlighted, as
are areas requiring specific policy attention moving forward.

4.2.1. Economic structure of developing country
cities and implications for the urban future
Countries with similar urbanization trends might nevertheless
have varying urban economic structures.!® Economies of
agglomeration are stronger in the manufacturing and high-
skilled service sectors, which exist in most Eastern Asian and
Latin American cities but are less common in Sub-Saharan
Africa (SSA) or the Middle East and North Africa (MENA).19
In Eastern Asia, some countries such as China, Malaysia and
Thailand have been relatively successful in leveraging the
benefits of urbanization by generating higher productivity
jobs [Figure 4.3). Street bazaar in Cairo, Egypt © leshiy985/Shutterstock

Figure 4.3: Urbanization and growth in selected Eastern Asian countries
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Figure 4.4: Urbanization without economic transformation in Africa
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In Sub-Saharan Africa, urban economies tend to be
undiversified with a limited manufacturing sector and small
firm sizes. Some countries are experiencing rapid urbanization
without structural transformation of their city economies,
which amplifies their vulnerabilities to future shocks.
These dynamics have reduced the ability of governments
to promote vibrant manufacturing as a driver of sustainable
economic growth.20 Mauritania, for instance, despite being
one of the most urbanized countries in the region, exhibits
the possibility of a weak link between urbanization and
growth; the country’s economy remains largely reliant on
natural resources. In this so-called “incomplete urbanization”
scenario, the process of urbanization is not commensurate
with parallel increases in GDP per capita.2! Simply put,
Mauritania has not benefitted from the economic dividends
that typically accompany urban growth. Similarly, Nigeria
and South Africa have seen their shares of manufacturing in
GDP decline even while they experienced rapid urbanization
(Figure 4.4).22

Despite urbanization being a key feature of structural
change, in most African cities, a majority of the urban
population currently does not have access to productive
jobs.23 In Mozambique, Sierra Leone and Tanzania, at least
30 per cent of the urban population are still employed in
agriculture.24 African cities do not fully reap the benefits

Fitted values
— Fitted values
= Nigeria 1985-2019

of agglomeration economies and specialize primarily in
producing non-tradable goods and services.2> Notably, the
share of tradable commodities in Asian cities is comparably
higher at about 70 per cent, which is 20 percentage points
higher than that of African cities (Figure 4.5).26

The dynamics in Figure 4.5 also play out in so-called
“consumption cities” where a large share of urban workers
is employed in non-tradable service sectors (e.g. commerce,
transport and government services).2’ Because of their
economic structure, consumption cities do not generate
significant productivity gains and knowledge spillovers,
making them highly vulnerable to future shocks.28 These
dynamics discourage firms and workers from moving to
cities where there is no guarantee of enjoying productivity-
enhancing benefits.29 If the current trajectory of urbanization
without structural transformation continues, the prospects
for resilient urban economies and productive urban futures

R
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Figure 4.5: Share of firms in internationally tradable and non-tradable sectors in selected developing country cities
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in developing countries could be significantly inhibited. In
Southern Asia, for instance, limited economic diversification
as well as poorly organized labour markets are among the
key factors that made urban economies highly vulnerable to
economic crisis induced by the COVID-19 pandemic. In this
region, economic diversification is low or minimal, with near
single-industry economies especially susceptible to supply
and demand shocks in countries like Bangladesh (garments),
the Islamic Republic of Iran (oil) and Maldives (tourism).30

Moving forward, there is an urgent need for various levels of
governments to rethink their industrial and growth policies
S0 as to promote the development of more complex, high-skill
and high value-added sectors to build the resilience of urban
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economies to future shocks. The MENA region, for example,
has longstanding economic structural problems such as low
GDP growth, low employment especially among women
and youth, low human capital index, a large informal sector,
weak investment climate and poor amounts of foreign direct
investment.3! These problems have been amplified by the
pandemic and are key impediments to the long-term growth
of urban economies. In some parts of the MENA region,
urban economies face multiple vulnerabilities beyond low
and minimal diversification. These vulnerabilities include
high-intensity conflict in Libya and Syria, medium-intensity
conflict in Iraq and Yemen, and social fragility in Lebanon,
the West Bank and Gaza, among others.32
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Conflicts in this region, as well as other regions across
the world, not only result in loss of life, they destroy local
economies. The continuation of these conflicts does not
augur well for urban economies and productive urban
futures. Not only will infrastructure be destroyed, but supply
chains will also be continuously disrupted. By implication,
urban competitiveness will suffer, and any prospects of
domestic and foreign investment will fade. This ultimately
will create a vicious cycle where cities in conflict-affected
regions will continue to experience disintegration of their
economic structure, which has negative repercussions on
productive urban futures.

4.2.2. The informal economy and prospects for
productive urban futures
As pointed out in the World Cities Report 2020, the
informal economy has become the lifeblood of many cities
in developing countries. Indeed, 61.2 per cent of global
employment is in the informal sector.33 In emerging market
and developing economies (EMDEs), the informal sector
contributes about one-third of GDP and more than 70 per
cent of employment.34 International Labour Organization
(ILO) data shows that 85.8 per cent of employment in Africa
is informal. In Asia and the Pacific as well as Arab States it
constitutes 68 per cent of employment; in Americas, 40 per
cent; and in Europe and Central Asia, 25.1 per cent. 35 The
prevalence of informal employment is highest in urban areas
of Africa (Figure 4.6 and Figure 4.7).

Figure 4.6: Share of informal employment in total employment by area of residence
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Figure 4.7: Informal employment in selected developing country cities
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Informal workers from slums also make significant
contributions to urban economies in developing countries.
For instance, informal waste pickers, a majority of whom
are slum dwellers, perform 50 to 100 per cent of waste
collection in developing countries. As of 2014, waste pickers
in South Africa saved municipalities between R300 million
and R750 million per year by extending the life of landfills.3¢

The informal economy still faces structural impediments that
affect its productivity. In most cities in developing countries,
the informal sector is not recognized as a legitimate
contributor to urban economies. Most cities in developing
countries deploy exclusionary urban policies to penalize
informal workers for their livelihood practices, especially
those in public spaces like street vendors. Waste pickers
are denied access to waste management contracts and their
contribution to the urban economy is undervalued by city
planners.37 The informal economy is almost always perceived
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as a residual and low productivity sector, and hence receive
little or no support in terms of access to infrastructure,
finance, social protection systems and markets.

These multiple barriers constrain the productivity of informal
workers despite their contribution to the livelihoods of
the poor and urban economies. In Sub-Saharan Africa, for
example, the productivity of informal firms is estimated to
range from one-fifth to one-quarter that of formal firms.38
This disparity translates to precarious incomes and little
contribution to urban economic activity. Informal workers
also struggle to accrue adequate savings, thereby increasing
their vulnerability to future shocks.

The COVID-19 pandemic has amplified the structural
barriers confronting the informal economy, which could
further undermine its productivity and contribute to
worsening poverty (Chapter 3). Yet, in some cities the
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Box 4.1: Informal economy: Surviving, managing, thriving in conflict-affected situations

In fragile and conflict-affected situations, the informal economy provides a dynamic and systemic response to the prevailing
challenges as well as opportunities. For many informal workers such as fruit sellers and street food vendors, work continues despite
the crises. However, the main challenge is surviving a highly volatile context riddled with urban violence that disrupts transport,

supplies and markets.

Time and again, especially in fast-burn crises, a solidarity system of survival emerges in which barriers break down and
communities unite to face a common threat. Humanitarian interventions often miss this adaptability, ingenuity and solidarity and
thus undermine the potential for self-help, for example in early replacement of basic services lost during the crisis.

For informal workers, growth (e.g. transition to managing enterprises) requires more security, market stability and operating space
so that capital investment in supplies and equipment is not wasted. This means rebuilding the complex networks that sustain
informal workers and enable them to operate—such as suppliers, transport networks, mobile phones, links to middlemen, and
relationships of trust and credit. Here flexibility to adopt blended livelihoods combining income streams from several jobs is critical,
but action by local officials as well as security or aid agencies can disrupt these fragile networks. Such networks are also vulnerable
to co-option and extortion by criminal gangs. Early intervention to prevent such coercion taking hold is critical.

Some informal enterprises and workers find capacity to thrive in the hostile business environment of crises. These include transport
operators supplying aid goods; skilled reconstruction workers; and migrants, internally displaced persons or refugees with access
to diaspora networks to support trade and investment. This phenomenon has been vital in the emergence of Somaliland. Refugees,
however, face constraints when the legal frameworks in host countries do not support their right to work, condemning them to

unofficial income-earning activities.

Lastly, development agencies that focus on economic reconstruction for formal businesses often miss the local economic
development potential of the many smaller enterprises which flourish in post-conflict cities, despite unsupportive regulatory

frameworks or hostile local government actions.

Source: UN-Habitat, 2019c.

informal economy does not exist in the shadows but rather
constitutes the bulk of economic activity. Notably, in fragile
and conflict-affected situations, it performs a vital labour-
absorbing function through its ability to provide employment
opportunities during crises (Box 4.1). Therefore, the
challenge for policymakers is how to effectively harness
this sector for building resilient urban economies that can
withstand future shocks

As we move into the future, cities and subnational
governments should implement policies and programs to
support transition to formalization and create opportunities
for decent and productive employment. Doing so will help
achieve SDG 8 the provisions of the New Urban Agenda
that call for harnessing the informal economy. Transition to
formalization should be backed by tailored support measures
such as access to affordable finance, markets and infrastructure
to strengthen the resilience of informal enterprises and boost

their contribution to productive urban futures and urban
economic resilience. Increased productivity of the informal
economy could lead to better incomes and reduced poverty
levels (Chapter 3). It is likely that the informal economy will
expand significantly in the future, thus, urban policies should
be developed with this reality in mind.

4.2.3. Poorly planned and managed urbanization
undermines productive urban economies

In fast-growing cities, current deficiencies in planning
coupled with limited housing supply contribute to the
massive expansion of highly crowded informal settlements
that are underserved in terms of basic infrastructure and
services. These institutionalized deprivations create vicious
cycles of low economic growth, low tax revenue bases and
subsequent perpetual decline in infrastructure investment
and services due to inadequate revenue. African cities are
often described as crowded, disconnected, and costly—the
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Figure 4.8: The CDC dilemma facing African urban economies
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“CDC dilemma” (Figure 4.8).39 African cities are 23 per cent
more fragmented than Asian and Latin American cities,40
which increases the cost of infrastructure provision. Such
cities become less competitive and struggle to attract both
domestic and foreign investment.

As shown in Figure 4.8, poorly planned urbanization
processes translate to a disconnect between the provision
of infrastructure and residential concentrations, resulting in
unreliable transport systems. This negatively affects the ability
of cities to leverage agglomeration economies of scale.4!

The CDC dilemma has a negative impact on urban
economies due to limited accessibility of opportunities,
including limited ability of residents and businesses to
access markets, employment opportunities, healthcare (e.g.
hospitals) and education (e.g. schools and universities).
All of these amenities are critical to urban economic
development.42 For example, heavy traffic congestion and
informal transportation systems constrain accessibility
to employment in Nairobi. Residents who rely on public
transport (minibuses known as matatu) can only access 4
per cent of opportunities within a 30-minute timeframe,
as compared with almost double that share (7 per cent) in
Buenos Aires, Argentina.43 Once cities become crowded,
they generate massive diseconomies of scale (Chapter
6). Similarly, in Southern Asian cities, poorly managed
urbanization creates congestion costs coupled with
increased pressure on land, housing and urban services.44

This kind of messy urbanization undermines the potential
of powerful agglomeration economies to bring about
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prosperity, which in turn undermines the drive towards
productive urban futures. In some developing country
cities, authorities have adopted strict land-use controls that
limit opportunities for densification. Most African cities,
for example, still retain regulatory standards passed on
from the colonial era. 45> These land-use policies produce
dysfunctional cities by encouraging sprawl rather than
compact development.4¢ Chapter 2 already lays out the
future scenarios of such growth and calls for such spatial
growth should be anticipated with sound policies that
promote compact development.

Taken collectively, these multiple dynamics create structural
impediments for urban economic prosperity and inclusive
growth as envisaged in the New Urban Agenda. These
conditions undermine the economic productivity and
competitiveness of cities, making them unattractive to both
domestic and foreign investment. For rapidly growing cities
in Asia and Latin America, broader economic policies should
provide right incentives for productive and sustainable
growth. For example, urban and territorial planning as well
as investments in infrastructure should be linked with the
objectives of structural transformation (Box 4.2).
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Box 4.2: Urban and territorial planning, infrastructure investment and structural transformation

The global view on financing development in low- and medium-income countries is changing, with the focus moving from dispersed
grants to supporting major investment in key infrastructure. Flagship programmes that take this new approach include China's

Belt and Road Initiative, the European Union (EU)'s Global Gateway, and the Build Back Better World (B3W) initiative of the US and
Group of Seven. This shift inevitably raises question about the role of cities and their development in these large infrastructure
investment programmes given the territorial dimension of development that underpins any kind of structural transformation in

low- and medium-income countries. Linking investment in regional and urban infrastructure to structural transformation of national
economies is an important prerequisite to sustainable investment.4” The EU Global Gateway strategy, for instance, has a strong
focus on infrastructure investment that enhances connectivity at different territorial scales. Such a strategy views agglomeration
economies as fundamental factors that can kickstart a steady and sustainable process of economic development while also aiming
to reduce negative environmental issues and generate higher standards of living for the population.

UN-Habitat, as the urban focal point within the United Nations system, promotes urbanization as a vehicle for economic
development for a country, with a clear emphasis that investment in urban infrastructure and services underpins economic
transformation. In this regard, pursuing investment in urban development coupled with sound territorial planning as a mechanism
to achieve structural economic transformation can lead to more investment synergies in various sectors of economy. Territorial
analysis of planned investment in infrastructure and urban development can help achieve coherence of impact for large and

medium-size investment projects.

An example of where the United Nations can add value through the territorial dimension of economic transformation is the
Territorial-Industrial Atlas for Investment Attraction: High-potential industries in Mexico prepared by UN-Habitat and the United
Nations Industrial Development Organization in partnership with the Government of Mexico.48 This novel approach to attract foreign

investment is founded on urban and regional planning perspectives.

Lastly, achieving synergies for investments and ensuring coherence of impact can be underpinned by better coordination of public
revenue and expenditure (e.g. investing and operating infrastructure) at the national and sub-national levels and including external

finance in the complete system of public finance.49

Source: UN-Habitat Office for European Institutions Brussels.

The future of urban economies in developing country cities
will depend on the policy decisions taken today. Looking
ahead, policymakers at various levels of government must
counter the negative impacts of poorly planned and managed
urbanization and set their cities towards economic prosperity.
If the current unsustainable trends persist, developing
countries will continue experiencing underleveraged
urbanization and their cities will potentially remain locked
in congestion pressures for decades to come. Therefore,
national, regional and local governments should ensure
that connectivity is enhanced at the city and regional level
to alleviate both current and future congestion pressures
and facilitate the exploitation of agglomeration economies,
thereby enabling the tremendous untapped potential of
cities to be realized.

4.2.4. The dilemma of unbalanced urban and
territorial economic prosperity

While megacities have long dominated the urban conversation
and will continue to play a prominent economic role, most
of the future urban growth will occur in small, intermediate
and secondary cities.>© However, economic growth,
infrastructure investments and employment opportunities
tend to be concentrated in large metropolitan areas. This
so-called “big city bias” and winner-takes-all urbanism
propels large places to grow economically faster than smaller
places, which concentrates development in a small footprint
as opposed to allowing for more diffused spatial development
across territories. Such asymmetrical development is
compounding the urban spatial divide, especially regarding
secondary cities—whose population often face multiple
deprivations relating to income, employment, health, water,
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Figure 4.9: Dynamics of asymmetrical development in secondary cities in developing countries
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sanitation and housing (Chapter 3). For instance, in Sri
Lanka, both Colombo and the Western Region Megapolis
are better connected and have stronger and more diversified
economies as compared with other urban centres, which
results in regional disparities in economic development.>!

Figure 4.9 illustrates the dynamics of asymmetrical
development in secondary and intermediate cities in
developing countries. Because of “big city bias,” small,
secondary and intermediate urban areas have weak capacities
to develop and implement policies on urban economic
resilience. Governments do nhot prioritize investments in
infrastructure and services (e.g. water, sanitation, energy,
transport and housing) in these small, intermediate and
secondary cities. The lack of core infrastructure and services
undermine the potential comparative advantage of secondary
cities to attract investment and retain skilled human capital.
This disinvestment makes their urban economies more easily
succumb to future shocks and stresses.

The message emerging from these dynamics is that
infrastructure investments and urban planning interventions
should not be biased towards megacities.>2 Instead,
governments must pay attention to small and secondary
cities that might be left behind or otherwise ignored in
national and regional economic development strategies.
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Government at all levels should revamp local infrastructure
and services in small and intermediate cities in order to
match the future capabilities needed from domestic and
foreign firms. Doing so is a response to the call by the New
Urban Agenda to support the implementation of balanced
territorial development policies, including strengthening
the role of small and intermediate cities in urban economic
development.53

4.2.5. Financing urban infrastructure in cities of
developing countries

Local and regional governments require significant amounts
of financial resources to support their urban economies. In
Africa and Asia, estimates suggest that over the next 30 years
investments of around 5 per cent of GDP will be required
to meet the demand for infrastructure, housing and public
services to support rapidly growing urban populations.>4 At
the same, most city governments in developing regions face
severe barriers to financing key infrastructure investments
in line with SDGs, particularly doing so in an inclusive
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Figure 4.10: Own source revenue per capita of local governments by country income group (US$)
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Source: Based on data from UN-Habitat et al, 2021

manner that reaches the most vulnerable urban populations
(Chapters 6 and 8).55> Managing own-source revenue systems
in developing countries remain a major challenge; low-income
countries generate around US$12 per capita per year from
own-source revenue in local governments, compared with
US$2,944 per capita per year in high-income countries (Figure
4.10: Own source revenue per capita of local governments
by country income group (US$)). For example, Iwo, Nigeria;
Lucena City, Philippines; and Pekalongan, Indonesia, raise
about US$14, US$54 and US$101 per resident per year,
respectively.>® Given the significant investments needed to
build sustainable and resilient infrastructures, there is an
urgent need to build adequate fiscal capacity.

City governments in developing regions largely rely on
intergovernmental transfers, and to some degree their own
internally generated revenue (e.g. property taxes, planning
and licensing fees), in order to fund capital projects.
Intergovernmental transfers account for 90 per cent of
local revenues in Kenya, Tanzania, and Rwanda. This figure
demonstrates very limited power and capacity by cities to
collect their own revenues.>’ Property taxes account for only
20 per cent of financial resources in developing countries.>8

Trends across regions are a cause for concern with regards
to sustainable urban finance. The tax base in Asia-Pacific
cities continues to contract, which undermines the ability
of city governments to invest in key urban infrastructure.>®
In countries such as Afghanistan, Maldives and Nepal, the
central government sets all local revenue rates,% undermining
the flexibility of municipalities to exploit the potential of their
tax bases. In Pakistan, large cities can only mobilize 7 per
cent of their financial resources from own-source revenues.5!
Similarly, the collection of property taxes in Latin American
countries is a paltry 0.3 per cent of GDP¢2 Cities in developing
countries also face constraints in accessing city-level debt as
most lack the necessary revenue autonomy and capacity to

$2,944

develop creditworthy projects. Currently, only 20 per cent of
the largest 500 cities in developing countries are considered
creditworthy, undermining their capacity to fund key urban
infrastructure investments.%3

The COVID-19 pandemic has significantly weakened the
fiscal capacity of local governments in developing countries.
For example, based on projections early in the pandemic,
African cities were expected to lose 65 per cent of their
local revenue.%4 If current trends persist, the investment
capacities of African cities could be severely devastated,
undermining the ability of municipal governments to build
resilient urban economies and productive urban futures.
In Colombia, there was a 38 per cent nationwide decline
in municipal property taxes in the first half of 2020.> This
unprecedented financial pressure on cities in developing
countries may continue or deepen in the post-pandemic
recovery phase. Without decisive action, these trends
could potentially paralyze cities’ capacity to reactivate their
economies towards productive urban futures.

Overall, effective urban financing in developing countries
depends on more nuanced approaches to fiscal decentralization,
as well as the capacity of local governments to mobilize
endogenous resources. Collaboration among various levels
of government, even if fluid and negotiated, ensures more
effective outcomes of investment in urban development.6 In
this context, improving investment planning, strengthening
local revenues, and coordinating national, local, and external
financing are key policy streams helping improve effectiveness
of public and private investment in urban development (Box
4.2). When planned responsibly and based on sound, but not
necessarily exhaustive, cost/benefit analysis and supported
by adequate regulations, the financing and development of
infrastructure can be used as an engine for the development
of institutions, policies, and capacities at all levels and across
all sectors of governance in these countries.6”
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This section analyses the structure of urban economies
in developed countries, highlighting both strengths and
weaknesses and implications for the future of cities. Cities of
developed countries have unique features: diversified urban
economies, high urban productivity, ageing populations,
high value-added sectors, technology driven industries and
increased number of shrinking cities among others. The
ways in which these characteristics shape the future of
resilient urban economies and productive urban futures
are discussed, as well as the state of financing for urban
economies in developed countries.

4.3.1. Economic structure of developed country
cities and implications for the urban future
Urban economies in developed countries are more equipped
to bounce back after shocks, as currently witnessed in
the case of the COVID-19 pandemic where many hard hit
metropolitan areas are now once again showing strong
economic indicators. This resiliency is because cities
in developed countries have more diversified economic
structures, stronger economic foundations, are more
resourceful and can quickly deploy policy measures in
partnership with national government to revamp their
economy. Megacities such as New York, London, Sydney and
Paris are primarily “production cities,” where most workers
are employed in manufacturing or tradable services like
finance, business services and creative industries. These
cities generate significant productivity thereby putting them
in a strong position to attract firms, people and resources.

Overall, urban productivity—measured by the total GDP
generated by industry and services divided by total urban
population—is high in developed country cities, averaging
US$50,000 per capita.68 Cities like New York and Los
Angles, for example, are highly productive because they
have larger metropolitan labour markets where workers have
access to sizeable, more diversified pool of jobs while firms
have access to a larger, more diversified pool of workers69—
thus, maximizing agglomeration economies.
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Large and more diversified labour markets enable firms
to withstand both positive and negative shocks by quickly
adjusting their labour profiles in light of economic changes. In
the Canadian province of Ontario, large and more diversified
metropolitan regions such as the Greater Toronto Area (GTA)
have a strong economic base to withstand the impact of the
failing traditional manufacturing sector.”0 Cities in the GTA are
already embracing the new wave of creative and technology-led
economies. In Australia, mid-sized towns have diversified their
economies beyond their single industrial bases (e.g. mining
and manufacturing) to reduce the vulnerability of their urban
economies to shocks.”! During the global financial crisis of
2007-2008, major capital regions in Europe with diversified
high-value functions were able to generate more, or at least
lose fewer, jobs than their respective country averages,’?
demonstrating agility and resilience to withstand and recover
from economic shocks.

Faced with the COVID-19 crisis, European local and regional
authorities exhibited varying degrees of vulnerability
depending on their economic geographies and their ability
to withstand external shocks. Sofia, Bulgaria, with its large
share of services, especially in high-tech and trade, was
more flexible and less affected by the pandemic-induced
economic stress. Overall, unemployment remained below
10 per cent in large municipalities in the country because
of opportunities for teleworking, largely supported by better
information and technology (ICT) infrastructure.”3 Although
most cities in advanced economies are more diversified,
there are regional variations. Tyrol and Salzburg, Austria,
were significantly affected by the COVID-19 pandemic
because their economies are specialized for the tourism
industry. Similarly, in Finland, both large and smaller cities
dependent on tourism had a comparable experience.’4
These trends demonstrate that overdependence on a single
economic sector could potentially set urban economies on a
downward spiral in the event of economic shocks.

4.3.2. Shrinking cities and the future of urban
economies

Advanced economies, especially those in Eastern Asia,

Europe and North America, face the challenge of shrinking

cities (see Chapter 2). Shrinking cities are characterized by
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economic downturns and employment outflows, which leave
them with predominantly ageing populations who are less
adaptable to emerging economic trends.’> In such cities,
jobs in different sectors such as traditional manufacturing
and mining are disappearing”6 because of deindustrialization,
structural changes in urban economies and shifts in the
global economy. For example, the relocation of automobile
manufacturing firms to developing countries (e.g. Mexico)
was a contributing factor to municipal bankruptcy in once
booming manufacturing cities such as Detroit.””

Likewise, cities in Eastern Europe and Eastern Asia are
shrinking due to a combination of multiple factors, including
ageing population, economic restructuring and declining urban
economies.”® In Australia, the loss of employment in mining
towns leads to a downward spiral of massive outmigration from
once booming mining towns.”® The loss of skills, knowledge
and innovation from shrinking cities has dire consequences
for the future of urban economies in these places.

Going forward, in order to encourage the “optimistic
scenario” described in Chapter 1, urban leaders in shrinking
cities should plan for future growth while anticipating
shrinkage by deploying a combination of urban policy and
investment instruments to revive urban economies, including
embracing the creative and technology-based sectors.
Economic diversification becomes urgent to save these
places from becoming “ghost cities.” If cities continue to
experience urban shrinkage without any remedial measures,
future economic growth is bound to be curtailed in multiple
ways. For example, a rise in vacant buildings reduces the
capital value of real estate and creates a diminishing tax base.

4.3.3. Financing urban economies in developed
country cities

Advanced countries usually have well-developed capital
markets, where debt and equity financing instruments can
be deployed to fund ambitious infrastructure projectsé® and
provide reliable basic services. Several municipalities have
investment-grade credit ratings, typically linked to property-
based tax revenues. Cities in advanced economies already
leverage debt. For example, the US municipal debt market
is worth approximately US$4 trillion.8! High per capita
incomes also mean that many infrastructure investments can
generate revenues that enable cost recovery and sustained
economic growth.

However, cities in developed countries grapple with investment
needs to replace ageing infrastructure like water and sewerage
pipelines and new transport links, which often requires
billions of dollars. Australia has invested sufficiently over the
past several years to meet or exceed their infrastructure needs
and will arguably be able to spend less going forward than they
have in the past.82 Conversely, countries such as Germany,
the UK and the US face major gaps between their current
spending commitments and estimated needs.83 For instance,
New York City has more than 1,000 miles of water pipe that
are more than 100 years old.8

Despite their advanced economies, the impact of the
COVID-19 pandemic on municipal revenues in developed
countries has also been catastrophic. Local and regional
authorities in the European Union have faced remarkable
pressure on their budgets as they make substantial increases
in expenditures to sustain their local economies (Table 4.1).
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Table 4.1: COVID-19 induced municipal revenue losses in selected European Union countries

France Estimated net loss of revenue for all local and regional authorities was €5 billion (which constitutes 2.4 per cent of operating income).

Municipalities suffered a sharp drop in tariff and tax revenues.

Germany In 2020, municipalities experienced €6 billion (5.7 per cent) loss in tax revenues compared to 2019; business tax dropped by €5 billion; user
fees fell by €1.4 billion (8.8 per cent) in the first half of 2020.

Italy Estimated €8.4 billion of losses or 23 per cent of 2020 municipality revenues compared to 2019. The biggest loss, €3.5 billion, is from the
Single City Tax covering property (-10 per cent) and waste tax (-23 per cent).

The Netherlands Municipal revenue losses were estimated to be €1.02 billion. About one-third of municipalities entered 2021 with negative budget balance
having exhausted their reserves.

Poland In 2020, large Polish cities experienced €2.4 billion drop in local revenue. Significant losses were experienced in tax revenues mainly from
corporate and personal income taxes.

Bulgaria Overall, total loss in Bulgarian municipality revenue in 2020-2022 would be 30 per cent compared to 2019. This corresponds to €519 million
in 2020, €404 million in 2021 and €360 million in 2022.

Ireland The decline in local revenue was projected to be €228 million (6.4 per cent) of which €78 million was lost from parking charges and planning
fees and €150 million from uncollectable commercial property taxes.

Source: Prepared based on data from European Union, 2021

In the US, the pandemic triggered unprecedented damage
to municipal fiscal health. For example, recent projections
suggest that 411 Florida municipalities would lose US$5.1
billion from 2019 pre-pandemic levels in fiscal years 2021
through 2023.85 In 2020, nationwide estimates pointed to
a gloomy picture in the US, where cities, towns and villages
were projected to face a US$360 billion budget shortfall
from 2020 through 2022.86 However, by mid-2021, some
of the cities and states that were facing bankruptcy had cash
surplus due federal relief funds.87 In Australia, Melbourne’s
lost revenue due the COVID-19 pandemic for the period
2020-2021 is estimated to be AU$83 million.88

Cities with diverse revenue and economic structures have
a better chance of withstanding external shocks than those
that are less diverse in their revenue generating sources. For
instance, in the US, cities with both vulnerable economic
profiles (greater than 15 per cent share of employment in
high-risk industries) and a tax structure that is highly reliant
on elastic sources of own revenue (greater than 25 per
cent share of general fund revenues) were more impacted
by economic shocks compared to those with alternative
economic and fiscal structures.89 With weakened fiscal
capacity, various local governments cut investments in
infrastructure and key urban services.

Looking ahead, it is critically important for cities and
subnational governments to diversify their revenue portfolios
by combining both traditional and innovative revenue sources
to cushion their fiscal health against future shocks and
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stresses. At the same time, as illustrated in Box 4.3, tapping
resources at the national and supranational levels remain vital
to effectively addressing present and future urban challenges
and fostering sustainable urban development.

Box 4.3: European Regional Development Fund
empowering urban and territorial authorities

The EU Cohesion Policy is at the heart of this funding
support and the fostering of strategic, integrated and
inclusive approach to address todays' challenges across
cities in Europe. Its instruments for the ongoing period
2021-27 follow a dedicated policy objective implemented
through territorial and local development strategies. As
example of supranational financing, European Regional
Development Fund through its instrument of European
Urban Initiative supports greater empowerment of local,
urban and territorial authorities by transfers of funds for
public investment. It will mobilise investments in urban
areas: a minimum 8 per cent of the ERDF resources in
each EU Member State must be invested in priorities

and projects selected by cities themselves and based on
their own sustainable urban development strategies. It
serves a priority of bringing investment closer to citizens,
supporting locally-led development and sustainable urban
development across the EU.

Source: European Commission, 2021.



4.4. Towards Resilient Urban Economies
and Productive Urban Futures

Sustainable and inclusive urban prosperity and opportunities
for all is one of the key transformative commitments laid
out in the New Urban Agenda. The NUA emphasises that
cities and human settlements should be places of equal
opportunities, allowing people to live healthy, productive,
prosperous and fulfilling lives. In line with this vision,
what is needed now and in the coming years is for cities
and subnational governments to prioritize building resilient
urban economies against future shocks and provide tangible
solutions for the whole community—in short, leaving no one
behind.%0 Prioritizing resilient investments and interventions
that address the root causes of multiple vulnerabilities will
generate a triple dividend: help cities boost their local
economies, improve equity, and prepare urban communities
to withstand future shocks, stresses and risks.

Figure 4.11 illustrates the key transformative pathways
to building resilient urban economies and productive
urban futures. Cities should reimagine the future of urban
economies through economic diversification, transition
to circular economies, prioritize sustainable urban and
territorial planning, and mainstream resilience in all
major urban programs. These resilient interventions and
investments should harness the untapped potential of
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the informal economy and support active ageing to create
decent and productive jobs. They should prioritize balanced
territorial economic development to ensure that no space
is lagging behind. These transformative pathways should be
backed by sustainable and innovative financing instruments,
resilient infrastructure investments and a vibrant human
capital base (Figure 4.11). Urban economic resilience is about
recognizing that risks and uncertainties are interconnected,
so interventions should be as well.%!

The implementation of these transformative pathways for
urban economic resilience and productive urban futures
should Dbe integrated, holistic and coordinated across
different levels of government while at the same time
addressing challenges related to governance, socioeconomic
development, funding and financing. Not every policymaker
will find all the transformative pathways appropriate to their
context, but some pathways will be. Thus, city leaders should
determine the right mix of pathways that are compatible with
their context given existing national circumstances, available
resources and institutional capacities. Additionally, cities
cannot build economic resilience alone. As we move into the
future, there is a need for strong coalition building, mobilizing
and galvanizing support from different stakeholders such
as local and international financial institutions, the private
sector, development banks, community and civil society
groups, and national government entities.
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Figure 4.11: Transformative pathways towards resilient urban economies and productive urban futures
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4.4.1. Economic diversification: a critical pillar for
building resilient urban economies

The COVID-19 pandemic is a vivid reminder that overreliance
on a single sector, like tourism, increases the fragility of
urban economies. Moving forward, cities should consider
economic diversification as a core feature of building resilient
urban economies (Chapter 10). The need for economic
diversification and structural transformation has never been
more urgent due to the multiple crises confronting cities. The
relatively low levels of economic diversification in developing
country cities, particularly in Sub-Saharan Africa, is a key
factor in their vulnerability to external shocks.%2 The NUA
acknowledges the need to transition progressively to more
productivity through high-value-added sectors by promoting
diversification, technological innovations and creating quality
and productive jobs.93

Economic diversification provides different economic
outputs, thereby strengthening the ability of cities to
drive sustainable growth by creating more jobs, increasing
household incomes and attracting investments that
strengthens the resilience of urban economies against future
shocks.?4 For example, Dubai, United Arab Emirates, has
been successful in diversifying its urban economy to reduce
dependency on commodity resources aided by expansion in
tourism, real estate and trade. This transformation has been
supported through expansion in infrastructure, upgrading of
financial services sector and establishment of free zones to
improve its competitiveness.9

In Colombia, the City of Bucaramanga has been effective
in diversifying its economy. The city’s economy was
previously dominated by lower-value-added industries such
as clothing, footwear and poultry production. However,
it is now home to knowledge-intensive activities such as
precision manufacturing, logistics, biomedical research
and development labs, and business process outsourcing,
as well a vibrant tourism sector.9¢ This success was not
automatic; it was driven by coalition building and galvanizing
local stakeholders towards a shared vision. In addition,
Bucaramanga has some of Colombia’s highest levels of human
capital, including both technical and management skills,
which has been a strong driver of its economic diversification
agenda. Because of its successful economic diversification,
Bucaramanga is doing well in recovering its economy from
the COVID-19 pandemic.97

Similarly, in Changsha, China, urban leaders successfully
transformed the city’s economic structure, which was
previously dominated by low-value-added, non-tradable
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services like restaurants and hair salons. The city focused on
balancing the growth of existing industries with the attraction
and development of emerging automotive and entertainment
businesses through sector-specific support strategies such
as provision of market intelligence and dedicated worker-
training programs. Ultimately, diversification of Changsha’s
urban economy has reduced its vulnerability to economic
shocks and strengthened its local fiscal sustainability.%8

From the above case studies, it is clear that successful
economic diversification cushions urban economies against
future volatilities and provides a more stable and progressive
path toward inclusive growth. Learning from the pandemic,
Windsor, Canada, has adopted a bold and ambitious economic
diversification strategy for future growth (Box 4.4).99 The
city government acknowledges that diversification beyond
manufacturing is the key to its economic future.

Box 4.4: Windsor's L.I.F.T economic
diversification strategy

As a mid-sized city in southwestern Ontario, Windsor is
the original home of the Canadian car industry, with a
concentration of highly skilled manufacturers. However,
successive city administrations have always explored
different ways to diversify Windsor's economy. Recently,
the city prepared an ambitious economic diversification
strategy, which has four pillars: location, infrastructure,
future economy and talent (L.I.F.T). Windsor plans to
maximize its strategic location, which links it to key

US markets. In terms of infrastructure, the plan is to
revitalize downtown districts and improve mobility. The
city also proposes to develop more diverse housing stock
that appeals to young families, with a housing target for
downtown that helps drive revitalization.

For the future economy, strategies include protecting
Windsor's current strengths in the auto sector and
diversifying into adjacent sectors, such as border
technology and building expertise in software and
cybersecurity for autonomous vehicles. With regard to
talent, the city plans to train, retain and attract the best
talent from across Canada and the world. An appropriate
mix of talent, innovators and entrepreneurs will be critical
for driving the city's economic future. The City of Windsor
has also devised a mix of investment incentives to attract
new investors into the local economy.

Source: City of Windsor, 2020.
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Economic diversification should be backed by a menu of
support measures such as smart regulations, investment
incentives, infrastructure improvements, land provision for
new industries, skill development, innovation districts, and
access to finance for enterprises. 100 Together, these strategies
create competitive cities that can turn around the economic
fortunes of urban areas. The future of urban economies
in post-industrial cities depends on the implementation of
context-specific growth policies. For example, faced with
industrial closures and population decline, Katowice, Poland,
has embraced technologically driven economic growth and
cultural development to diversify its local economy.!0!
To achieve urban resurgence in the context of population
decline, proactive industrial policies will be urgently needed
for “rapid and better-targeted economic restructuring to
create a competitive manufacturing sector (endowed with
new high-tech firms) and to catalyse growth interdependence
with modern local services.”102

In the same vein, Africa’s ambitious development programme
Agenda 2063 strongly emphasizes industrialization and
structural transformation.193 In order to achieve this structural
transformation agenda, governments will have to put in place
appropriate policies to support the diversification of their
urban economies. These policies should include supporting the
manufacturing sector to create decent jobs and enhance urban
productivity while at the same time reducing market barriers
to promote the growth of young firms.104 If successfully

implemented, these measures could generate spillover effects
with other sectors such as agriculture and services, setting
urban economies on a more positive path towards sustainable
economic growth (Figure 4.11).

While urban policymakers can learn from some of these
successful experiences, there is no “one size fits all”
blueprint for economic diversification; government action
and policy choices should be contextually calibrated
based on existing economic structures and institutional
capacities. If urban economies become diversified, they will
optimize agglomeration economies, promote innovation
and strengthen urban productivity. Recent shocks like the
COVID-19 pandemic have shown that failure to heed the call
for economic diversification will have serious consequences
for the future of urban economies. There are already
warning signs in some regions and any further inaction will
exacerbate the economic fragility of cities and undermine
prospects for productive urban futures.

4.4.2. The circular economy: a new frontier for
resilient urban economies

The circular economy presents an opportunity for cities
and regions to reimagine and achieve better environmental
quality and increased resource efficiency. As discussed
in Chapter 5, if cities successfully transition to a circular
economy, it could create new jobs, especially for vulnerable
communities (Figure 4.12).

Figure 4.12: Main objectives for cities and regions to transition to a circular economy
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Even before the pandemic, city leaders in Europe were already
exploring new ways of enhancing long-term urban prosperity
in urban centres.195 London, Paris, Amsterdam and Milan
have been at the forefront of experimenting with the urban
circular economy. London was one of the first largest cities
in developed countries to implement a circular economy
transformation agenda. London’s Waste and Recycling Board
estimates that the transition to a more effective economy
could be worth US$10 billion annually to the city’s economy.
The city estimates that transitioning to a circular economy
could create over 12,000 net new jobs through the reuse,
remanufacturing and maintenance industries.!%¢ The goal
in London was to enhance urban economic resilience while
promoting resource efficiency as well as adapting the city to
new economic realities.

Resilient Urban Economies: A Catalyst for Productive Futures

The NUA emphasizes transition to the circular economy in
the face of new and emerging challenges confronting urban
systems.107 Furthermore, in this transformative agenda,
Member States committed themselves to developing vibrant,
sustainable and inclusive urban economies and promoting
“sustainable consumption and production patterns and
fostering an enabling environment for businesses and
innovation, as well as livelihoods.”108

Considering these commitments, the circular economy holds
great potential for a green recovery and a sustainable urban
future. Cities and regions should play a key role as promoters,
facilitators, and enablers of circular economy. Adequate
conditions should be in place to unlock this potential, which
can be achieved through the 3Ps framework of people, places
and policies (Figure 4.13). For a transformation to the circular
economy to happen, it requires behavioural and cultural
change towards different production and consumption
pathways as well as new business and governance models
in a shared responsibility across levels of government and
stakeholders. Successful circular economy policies create
complementarities across water, waste, energy, transport,

Figure 4.13: The 3Ps framework for adopting the circular economy in cities
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housing and land use. Finally, the inflows and outflows of
materials, resources and products require a reflection on the
appropriate scale at which the circular economy is applied and
on functional linkages across the urban-rural continuum. 109

Transitioning to a circular economy is expected to increase
the average disposable income of individuals by reducing
costs and prices of products and services. For example, the
average disposable income for EU households would rise by
3,000, or 11 per cent more than the current development
path, by 2030.110 This boost would also translate toa 11 per
cent GDP increase by 2030. Circular economy practices will
likely have a big economic impact, especially in developing
countries, by opening opportunities for new decent and
productive jobs.!11

4.4.3. Sustainable urban and territorial planning: a
key driver for productive urban futures
Sustainable urban and territorial planning is critical for
building resilient urban economies and productive urban
futures. Cities that are well-planned and managed better
optimize and reap the benefits of agglomeration economies.
If cities continue to grow in a disconnected and fragmented
manner, the opportunities to leverage economies of scale will
be missed. As enshrined in the New Urban Agenda, urban
and territorial planning is a fundamental driver for sustained
and inclusive economic growth, which provides an enabling
framework for new economic opportunities and the timely
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provision of adequate infrastructure and basic services. For
example, if governments continue to underinvest in public
transport systems, there will be significant congestion costs,
which undermine economic growth and urban productivity.

Going forward, local and regional governments should
prioritize the sound and responsive planningand management
of urban areas to ensure sustainable urban prosperity.
These interventions are in sync with the clarion call of
the NUA to “optimize the spatial dimension of the urban
form and deliver the positive outcomes of urbanization.”112
Additionally, agglomeration can also occur regionally, making
coordination between city authorities for land-use planning
critical to promote long-term growth and productive
urban futures.!13 If local and regional governments fail to
promote better planning and management of urbanization
processes, cities could be locked in cycles of massive
congestion pressures, which would be detrimental to the
productivity and competitiveness of urban economies. This
could ultimately tarnish any prospects of resilient urban
economies and productive urban futures as promoted in the
SDGs and the NUA.

|
AH Cities that are well-planned and
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4.4.4. Recognizing and supporting the informal
sector for resilient urban economies

The informal sector is a vibrant economic force in developing
country cities, and policymakers at various level of government
cannot continue to remain numb to this reality. Therefore,
moving forward, a transformative urban economic agenda
should focus on reimagining a future urban economy that
is more robust, just, ethical and equitable (Chapters 3 and
10).114 The continued exclusion of informal sector workers
is inconsistent with commitments in the NUA (para. 59),
where global leaders pledged to recognize the contribution
of the poor in the informal economy.

If cities are to leave no one behind, then a paradigm shift
is urgently required: urban planning and policy frameworks
should be reformed to create more equitable urban futures,
where the informal sector is recognized as a legitimate
contributor to urban economies and social protection as
well as other support measures are extended to workers in
the sector (Chapter 3). Such interventions could include
creating more legitimate workspaces for informal businesses,
facilitating their integration with regional supply chains and
regional markets, accounting for informal sector workers in
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urban economic statistics, and extending relief to individuals
and businesses in times of crisis. Resilience building should
prioritize formalization policies and measures to strengthen
the productivity of informal enterprises through facilitating
access to affordable credit and municipal infrastructure
improvements that address the underlying vulnerabilities in
the informal economy.!15

Figure 4.14 illustrates different interventions that can build
the resilience of the informal sector to future shocks. The
first two interventions relate to making urban planning and
policies inclusive as well as empowering informal economic
actors to demand their economic rights such as safe working
environments. The last two focus on addressing specific
economic challenges confronting the informal economy such
as access to markets, finance and business opportunities.

Figure 4.14: Policy interventions to build the resilience of the informal sector
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These measures should be tailored to meet the needs of
specific groups of informal workers (e.g. street traders,
waste pickers and home-based workers) who bear the brunt
of economic insecurity. There are emerging practices of
informal sector integration. South Africa adopted waste
picker integration guidelines in 2020 recognizing that waste
pickers have practical experience with adapting quickly to
new value chains and market opportunities that can help
cities maximize recycling. Similarly, some cities in Colombia,
Argentina and India have successfully integrated informal
waste pickers into their solid waste management value chains
to support door-to-door recycling.!16 This move has unlocked
economic productivity and secured livelihoods. In Maputo,
waste pickers were registered as cooperatives and integrated
into formal collective service, which generated full-time
employment for 250 people.!17 Integrating informal workers
in urban systems coupled with other support measures can
boost the productivity of informal enterprises and strengthen
their contribution to resilient urban economies.

The successful integration of informal sector workers
into urban policies will contribute towards SDG Target
8.3, which calls for the adoption of development-oriented
policies to propel the growth of small and medium-sized
enterprises including the informal sector. Failure to support
and harness the potential of the informal economy could
lead to an unprecedented labour market crisis!!8 and curtail
the drive toward resilient urban economies and productive
urban futures.

4.4.5. Supporting ageing populations in urban
areas

The ability of municipalities to meet the challenges of
demographic change is important for creating inclusive
resilient urban economies and productive urban futures.!19
As highlighted in Chapter 2, developed world cities are
likely to have a significant proportion of greying population.
Therefore, going forward, cities should formulate tailored
policies and programmes to support ageing populations in
line with the SDGs, as well as the New Urban Agenda’s
commitment to address the economic and spatial implications
of ageing populations and leverage active ageing for decent

¢
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jobs and inclusive and sustainable economic growth.
Taking action is urgent given that 43.2 per cent of all older
populations (65+ years) are in the OECD region,!20 with
significant implications for labour supply in the future.

There are emerging practices, where cities are harnessing
ageing population to support their urban economies. In
Calgary, Canada, the Retired Employee Employment Pool
engages retired city employees for limited-term projects that
require particular skills or expertise. Other measures include
creating opportunities for older workers to remain in the
labour force to avoid labour shortages in ageing societies. For
instance, Toyama, Japan, implemented agricultural training
to increase the employability of older people, as a response
to the decline in the number of the city’s farm workers.121
Yokohama, Japan, has taken concerted measures to integrate
ageing strategies with its economic development plans and
policies for sustainability. The City’s emphasis on well-
being and economic prosperity has resulted in increased
attractiveness and urban competitiveness.

The future of resilient urban economies depends on the
ability of cities to develop policies that create new jobs and
harness the experiences of older populations while at the
same time implementing strategic actions aimed at retaining
young and skilled persons while reducing their outflow



from cities. Cities grappling with an ageing population
could also strategically incorporate newly arriving migrants
into local labour markets to counter negative population
growth, ensuring sustained future economic growth that, in
turn, is required to finance local infrastructure services.!22
Together, these measures will promote resilient, inclusive
and sustainable urban economic growth.

4.4.6. Targeted interventions for socially and
economically marginalized groups

The COVID-19 pandemic has aggravated the vulnerabilities
of specific groups such as minorities, migrants, indigenous
peoples, women and people with disabilities. The pandemic
has demonstrated the urgency of effective and robust social
protection programs for urban economic resilience and
recovery.123 Gazing into the future, developing a range of
tailored economic support and relief packages to informal
workers, vulnerable urban populations and at-risk sectors
is vital for building resilient urban economies. Bangladesh’s
2020 Urban Social Protection Strategy and Action Plan sets
out plans for expanding social protection to urban areas,
including the design of a conditional cash transfer programme
for the urban poor, especially those living in slums.!24

Cities and subnational governments can also create tailored
strategies that respond to different forms of vulnerability
as well as unexpected shocks. These measures should be
nuanced and wide-ranging to ensure that the different risks
associated with gender, age, disability, ethnicity, migratory
status and other characteristics are effectively identified and
addressed in urban welfare programmes.!25 Social protection
strengthens households’ ability to invest and take productive
risks, which boosts livelihoods and increases economic
resilience.126 Thus, urban-sensitive social protection could
potentially be a powerful tool for promoting inclusive urban
economies (Chapters 1 and 3).

4.4.7. Balanced urban and territorial economic
development

The NUA encourages governments to promote balanced
territorial development to reduce disparities within the urban
system. Secondary cities connect 62 per cent of the world’s
population living in smaller cities, towns, and rural areas,
and the 22 per cent that live in metropolitan regions.!27
Going forward, it is important for governments to prioritize
balanced economic development, especially in ‘left behind’
secondary cities, while addressing territorial disparities in
infrastructure and basic services. These intermediary cities
are hubs for provision of goods and services to the hinterland
and are instrumental in structuring urban-rural linkages,
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thus providing a conducive environment for job creation
and income diversification. With effective management
these cities can provide greater investment and business
opportunities and facilitate transformation across the urban-
rural continuum.128

Noteworthy, in 2021, under the Italian Presidency, the
G20 recognized the significant, but often unexplored and
underutilized potential of intermediary cities in achieving
the SDGs at the local level. In this regard, the G20 Platform
on SDG Localisation and Intermediary Cities (G20 PLIC)
was established to facilitate the exchange of good practices
that strengthen intermediary cities and rural-urban linkages
in developing countries.!29 Additionally, to advance
balanced territorial development that also strengthens the
socioeconomic status of these cities, UN-Habitat has been
supporting the implementation of national urban policies
(NUPs) in 56 Member States.!30 In advocating for balanced
territorial development—as aimed for in SDG Target 11.a—
these urban policies are a priority and a driver of sustainable
national development.

Today, various countries are scaling up efforts to support their
intermediate cities. For example, through the Secondary
Cities Support Program, Ghana deployed World Bank loans
to its municipal assemblies in order to promote economic
development of intermediate cities.!13! This programme
acknowledges the need to address disparities in Ghana’s
urban system, where economic growth and employment
opportunities are concentrated in Greater Accra and the
Kumasi regions at the expense of intermediate cities.!32
Finland, Laos and Turkey supported smaller population centres
through regional development programmes. Investing in
secondary cities could enhance their productivity and ignite
their potential to add value to metropolitan economies.

4.4.8. Sustainable and innovative municipal finance
for resilient urban futures
Sustainable and innovative municipal finance is a catalyst
for urban economic resilience and productive urban futures.
Cities must diversify their revenue streams by mobilizing
innovative revenue sources. The COVID-19 pandemic has
shown that overreliance on traditional revenue sources
like central government transfer could have potentially
crippling effects on the fiscal health of cities. Thus, the
need for structural policies to bolster growth and enhance
local revenue as well as measures that mitigate vulnerability
to shocks.!33 It is important to address how urban futures
can be adequately financed in the face of dwindling local
government revenues, increasing national budget deficits
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and decreasing foreign investment in certain contexts,
among other fiscal constraints.

Importantly, cities will be on a path to resilience when the
objectives and programmes undertaken by such financing are
alighed with sustainability ambitions. The Local Government
Association in the UK, for instance, proposed the Sustainable
Urban Futures Fund, which is potentially a game changer
in terms of building back better. This fund is expected to
provide long-term, large-scale funding for integrated urban
recovery programmes to improve economic vitality of cities.
The financial resources could be used to tackle priority
infrastructure needs (Figure 4.15). This fund could be
applied to implement place-based integrated programmes to
promote sustainable economic growth and recovery after the
COVID-19 pandemic, thereby strengthening the resilience
of urban economies.

However, context matters. Such innovative funding
instruments could be tailored to other jurisdictions
considering existing social, economic and political climates.
It would require massive domestic resource mobilization and
strong intergovernmental collaborations and political will.134

Figure 4.15: Pillars of the Sustainable Urban Futures Fund

If implemented, this could result in significant economies
of scope and scale, achieving much higher impacts, gaining
more private sector leverage and buy-in than small individual
grant schemes. 135

In Sub-Saharan Africa, there are emerging innovations
in municipal revenue mobilization to address gaps in
infrastructure investments. For instance, Mzuzu, Malawi,
an intermediate city that historically lacked adequate central
government transfers, implemented a revenue mobilization
programme, which deployed a fit-for-capacity property
valuation system that resulted in a seven-fold increase in
revenues.!36 Municipal government in Teresina, Brazil, has
implemented a reprioritization of existing municipal budgets
in order to increase the availability of finance through
restructuring own-source revenue arrangements to mobilize
additional resources through new sources or expanding
some of the existing ones.137

The other innovative financing instrument which cities could
leverage on is land value capture. This has been successfully
implemented in cities like Hargeisa, Somaliland (Box 4.5)
and Bogotd, Colombia, with significant economic gains. In
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Box 4.5: Innovative municipal finance mobilization using land value capture in Hargeisa, Somaliland

To capture the gains of rapid urbanization, Hargeisa city government has implemented a system of “in-kind" land value capture or
exaction. With this system, landowners on the outskirts of the city who apply to convert their land from rural to urban land use must
provide the city government with 30 per cent of the asset if their application is approved. In this way, the city can access land for
needed public infrastructure to service a growing city. At the same time, rent from this land can offer the city a valuable source of
additional income to pay for the required infrastructure. The Hargeisa case study also shows that planning for future expansion is not
only useful for capturing the gains from rapid urbanization through exaction, but also improves future urban investment.

Source: UN-Habitat et al, 2021.

Bogotd, a betterment levy (contribuciéon de valorizacion)
charges property owners a fee to defray the costs of public
works improvements. Between 1997 and 2007, this
innovative financing mechanism has been used to fund over
US$1 billion worth of investment in 217 infrastructure
projects all over the city.138

The successful implementation of innovative financing
instruments should be accompanied by capacity building
for municipal officials, administrative and policy reforms,
technical innovation and strengthened political incentives.
Municipal governments should be granted better fiscal
autonomy for cities to modify their tax structures in line
with their existing economic bases. This will enable cities
to collect a better mix of sales, income and property taxes
and become Dbetter prepared to face changes in economic
conditions and residents’ needs. This flexibility will also
provide local governments with opportunities to diversify
their revenue portfolios, which is key for strengthening urban
economic resilience against future shocks. As cities focus on
rebuilding their urban economies, they should confront the
challenge of the 4Rs of urban finance for recovery (Figure
4.16).

Cities should also leverage public-private partnerships (PPPs)
to develop ambitious infrastructure programmes. Japan is
implementing capital intensive innovations in partnership
with the private sector. Such initiatives include the Shibuya
Station regeneration and Tokyo Station, whose objective is
to overhaul ageing transport infrastructures and create a
vibrant urban economy. Japan’s central government policies

no longer rely on stimulating growth through public capital
investment, but rather seeks private sector support for
innovation districts and zones in second-tier cities with
negotiated regulatory incentives.!39 Chicago, US, has been
successful in developing and mobilizing new PPP models and
value capture innovations, often in partnership with major
banks, transnational infrastructure developers and other
private-sector financial partners.149 These financing models
are becoming popular because of dwindling federal funding
for urban programmes.

Figure 4.16: 4Rs of urban finance for economic resilience
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For a resilient future, an enabling environment is critical for
mobilizing sustainable and innovative financing mechanisms
(Figure 4.17). Cities can also explore the possibility of using
green bonds to fund interventions such as the transition to
circular economies (Chapter 10). Gothenburg, Sweden, was
the first local authority to launch a municipal green bond in
2013 and has since developed a robust framework for such
instruments.!4! For this financial scheme to be replicated
in most regions, local governments require fiscal autonomy,
legal power and creditworthiness. An effective local tax base
is also necessary to allow cities to tap global finance more
successfully and thus build up the city’s creditworthiness.

In most places, reforming tax systems is much needed to
strengthen cities’ fiscal sustainability. Cities like Freetown,
Sierra Leone, for example, are reforming their property tax
system to enhance revenue generation for infrastructure
development (Box 4.6).142 In the near and long-term,
building this capacity can yield significant returns, such as
tapping into the ever-growing green bond market which saw
US$52 billion worth of bond issuances in 2019, a 21 per
cent increase from 2018.143

2\

Box 4.6: Freetown is reforming its property tax
system

Freetown has recognized that to fund public services,

it needs to raise property taxes. In 2020, after a two-
year-long working group, the city reformed its property
tax system, which will use a simple model to calculate
property values and a new IT system to manage the
entire tax collection process. The city has also registered
almost all the 100,000-plus properties in the city. The
system will make the property tax regime of Freetown
more progressive and has resulted in much higher tax bills
for the most valuable properties. The tax payable on the
top 20 per cent of properties has more than tripled, on
average. At the same time, that on the bottom 20 per cent
has been more than halved. Under the system, Freetown’s
potential revenue from property tax is estimated to
increase more than five-fold.

Source: Kamara et al, 2020.

Figure 4.17: Creating an enabling environment for scaling-up investment
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Overall, the realization of resilient urban economies and
productive urban futures depends on the capacity of cities
and subnational governments to mobilize adequate financial
resources to fund infrastructure investments. While the
need for new infrastructure investments in undeniable and
urgent, the current unmet needs have negative repercussions
on urban economies. Underinvestment in key infrastructure
threatens competitiveness and the productivity of cities,
thereby casting a shadow on urban economic resilience. If
cities fail to close the massive gaps in infrastructure financing
and investment, they will struggle to attract domestic and
foreign investment—thereby putting the future of their
economies in jeopardy.

4.4.9. Prioritizing infrastructure investments for
productive urban futures

Cities and subnational governments must urgently
prioritize infrastructure investments towards building
resilient urban economies and prosperous urban futures.
Slums and informal settlements in developing country
cities are underserved with key municipal infrastructure
(Chapter 3), which undermines the productivity of
residents and make cities unattractive for investment.
Within cities, investments in road infrastructure provide
significant economic returns. For Kampala, investment of
around US$82 million in road infrastructure provided a net
economic benefit of US$15 to US$35 million per year.144
Overall, closing Africa’s infrastructure gap could result in
1.7 per cent increase in annual GDP growth, with large
economic gains in cities.145

Estimates reveal that a dollar invested in developing water
and sanitation infrastructure generates between US$4 and
US$34 in benefits by improving health outcomes, saving time
and boosting urban productivity.!4¢ Additionally, investing
in transport infrastructure also improves connectivity
that allows people and goods to move easily within and
between cities. Moreover, investments in public transport
systems typically trigger economic benefits, especially for
the urban poor whose access to jobs is affected by socio-
spatial segregation. Investment in mass transit systems
are also a catalyst or resilient and inclusive urban futures
(Chapter 5). Bogotd’s bus rapid transit system increased the
average welfare of the city’s residents by 3.5 per cent.!47
Another important priority is investing in green energy
infrastructure, which has strong potential to unleash
productive growth throughout the entire urban economy,
thus creating employment, generating revenue and yielding
spin-off effects to multiple sectors.
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COVID-19 has amplified the need for investing in digital
infrastructures!48 to meet the needs of the new economy,
including an expansion of digital networks (Chapter 9).
Digital infrastructures are critical for cities to transition
to greener and inclusive urban economies. Therefore,
the future of resilient urban economies depends on
governments’ commitment to invest in key infrastructure
and public services. Such investments could steer cities
away from the pessimistic scenario of urban futures (Chapter
1) and galvanize action towards building inclusive, thriving,
resilient and productive urban futures in sync with the
SDGs and the NUA. Making these transformations not only
enhances equitable access to urban services for the poor, it
can also yield large dividends and cascading benefits for the
entire urban economy, as highlighted above. On the other
hand, failure to address underinvestment in infrastructure
will undermine urban competitiveness and threaten the
productivity of cities, as well as constrain national economies,
particularly in developing countries.

4.4.10. Talent and skills development for resilient
urban economies

In recent years, there has been significant transformation
in the world of work. These winds of change are
guaranteed to persist into the future. The COVID-19
pandemic, for instance, has ushered in a new economic
order that is based on innovation and technology (Chapter
9). It is imperative that cities and subnational governments
continually invest in human capacity development to
reskill and upskill workers in order to keep pace with
these transformations so as to meet the requirements of
the new urban economy.!4% Developing skills and talent
for human capital is vital for inclusive and sustainable
urban growth as it aligns with SDG 8 on promoting
productive employment and decent work for all. Failure
to reintegrate workers separated from labour markets
during the pandemic through reskilling or upskilling puts
the future of urban economies at further risk.

Policy action is particularly important for women, youth,
migrants and refugees, among other vulnerable groups who
are more likely to have dropped out of labour force.!59 The
COVID-19 crisis had a disproportionate impact on women
and youth employment.!5! Women, for instance, comprised
a large share of the workforce in the sectors worst affected
by the pandemic and the drop in their employment-to-
population ratio has been relatively higher than that of men.
It is projected to remain so in the coming years (Figure
4.18).152
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Figure 4.18: Employment-to-population ratio by sex, 2019-2022

remale |EECTNN

vie N
remale [T

World

2019 2020
wie EXNE O
remale [ 0|
Male 70.5
Femle Er
el CI
Femal EEEE
wee (AN

Source: ILO, 2022.

Another way to advance talent and skills development to
achieve resilient urban economies is by cultivating research,
training and innovation through the establishment or
expansion of urban research universities. Research-intensive
universities can act as a magnet for talented students and
researchers, drive innovation and provide opportunities for
the local population to gain new skills and increase their
earnings; thereby boosting the urban economy.

In the US counties, for example, a US$1 increase in
university expenditures leads to an 89-cent increase in the
urban income.!53 In China, Suzhou Industrial Park has set
up its own technical and vocational training college. This
has resulted in stronger linkages between skills supply
and actual needs of the local industries as well as boosting
productivity and competitiveness of the industrial park.154
These measures were complemented with talent attraction
strategies such as housing subsidies. To retain talent, the city
of Vaasa, Finland, implemented the Digitalisation Academy in
2018 in partnership with a local university!>> (Figure 4.19).
This academy was designed to respond to the talent shortage
in the region’s business sector by strengthening the digital
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skills of Finnish and foreign students studying in Vaasa and
supporting their employment in the region’s companies.

Vaasa’s Digitalisation Academy demonstrates the importance
of partnerships between universities, firms and regional
authorities in implementing talent development programs.
Skills development and talent retention programs are ctitical
in cities that are experiencing urban shrinkage. As people
become skilled and reskilled, this talent pool can attract
high-tech industries, stimulate local innovation networks
that enable better realization of agglomeration advantages
and contribute to wurban productivity. These training
opportunities should also be extended to informal sector
workers to boost their productivity and alleviate long-term
vulnerability.

training opportunities should also be extended
to informal sector workers to boost their
productivity and alleviate long-term vulnerability
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Figure 4.19: The Digitalisation Academy model in the city of Vaasa, Finland
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Investing in stronger human capital is a response to the NUA’s
commitment on “providing the labour force with access to
knowledge, skills and educational facilities that contribute
to an innovative and competitive urban economy.”!56
Cities with a large pool of skilled human capital are more
resilient to future economic turbulence compared with
those that do not. At the same time, it is vital to incentivize
a human-centred work culture and work models for firms.
In developed countries, the pandemic has spurred what
is referred to as the Great Resignation or Great Reshuffle
that has been largely characterized by a higher attrition as
workers change jobs, “hoping for something more—more
purpose, more flexibility, more empathy.”157
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and the Finnish job market

e Expertise on digitalisation,
project work and collaboration
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¢ Free programme for
students, chance to support
their employment
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4.4.11. Peaceful and stable societies

The transformative pathways towards resilient urban
economies and productive urban futures discussed in
this section can only be effectively pursued and result in
meaningful outcomes in peaceful and stable societies. Social
stability and peace are critical ingredients for fostering
urban economic resilience. Besides structural conditions,
the future economic outlook of cities and nations hinges on
their prevailing social conditions as well as the relationship
between nations. The past decades have shown that peace
and security challenges in one country have the potential
to easily spill over and bear negative impacts regionally and
even globally.
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Today, urban areas are increasingly becoming platforms of
local and international armed conflicts: “wars have moved
into the lives, cities and homes of ordinary people in a more
vicious way than ever before.”158 As alluded to in previous
sections, conflict destroys local economies. Conflicts and
societal instability result in displacement, loss of life,
economic disruption, lower consumption and destruction of
urban assets. In regard to the ongoing conflict in Ukraine,
for example, preliminary estimates put the overall cost of
rehabilitating the country after the war at 200-500 billion
(US$220-540 billion)—the upper limit is over three times
Ukraine’s pre-war GDPR159 These disruptive events also inhibit
revenue mobilization capacity, leading to lower local and
national revenue flows, among other negative impacts that
cultivate the pessimistic scenario alluded to in Chapter 1.

The 2030 Agenda for Sustainable Development is our
common global blueprint to create more peaceful, stable
and resilient societies.160 Fully respecting human rights,
embracing the presence of strong and effective institutions
at all levels as envisaged in SDG 16, and establishing values
and norms that facilitate the resolution of problems in
peaceful and non-violent means are key to a prosperous
future. At the same time, to secure a sustainable urban
future, global priority must be given to the fostering of
international cooperation and the practice of preventive
diplomacy, overcoming conflicts through agreements and
compacts, as well as addressing the dynamics that give rise
to and reinforce conflicts and social instability. Lastly, the
pursuit of sustainable urbanization must be an imperative; it
is an enabler of peace and stability. 161

Although the COVID-19 pandemic has unleashed an
unprecedented crisis, it also provides an opportunity for
directing investment towards building resilient urban
economies and productive urban futures. Globally, cities
have differential economic fragility. Some cities are more
resilient to shocks while others are more vulnerable
because of differences in economic structures and fiscal
health, among other factors. For the collective visions of
sustainable, resilient and productive urban economies to
be realized as enshrined in the SDGs and the New Urban
Agenda, this chapter has placed emphasis on the following
key policy areas for cities and subnational governments to
drive inclusive economic growth:
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Prioritize investment in key infrastructure and services
to strengthen urban competitiveness and boost
productivity of cities towards sustainable, resilient and
inclusive economic growth.

Mobilize sustainable and innovative financial resources
such as PPPs and land value capture to complement
traditional sources of revenue.

Recognize and integrate the informal sector into urban
systems as well as facilitate access to markets, finance
and training to enhance the productivity of informal
enterprises and strengthen their resilience to future
shocks.

Implement targeted interventions to expand the
capabilities of marginalized groups, including tailored
social protection measures to alleviate their vulnerability
to future shocks.

Support ageing populations and harness active ageing for
new decent jobs and inclusive economic growth in line
with SDGs and the NUA.

Strengthen sustainable urban and territorial planning to
reduce costs associated with congestion pressures and
diseconomies of scale.

Diversify urban economies and revitalize post-industrial
cities as a critical part of achieving broader economic
resilience, especially in contexts where there is
overdependence on single industrial bases.

Invest in skills and talent development to enhance access
to decent and productive employment for all, including
reskilling to meet the demands of the new urban
economy.

Adopt the circular economy as a catalyst to greater urban
economic resilience while promoting resource efficiency
as well as adapting cities to new economic realities.

Implement balanced territorial economic development
to reduce regional disparities and promote equitable and

inclusive economic growth.

Cultivating peaceful and socially stable societies.
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Chapter 5:

Securing a Greener Urban Future
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Quick facts

1. Current net zero policies have pitfalls, including an overreliance on
underdeveloped technologies that overlook local resources and the lack of
integration of local governance strategies in national programmes for action.

2. Climate impacts and other environmental crises interact with drivers of urban
inequality, which threatens the futures of cities.

3. Greener futures cannot be secured without just transitions.

4. The world is losing the opportunity to use the post-pandemic context as a
catalytic moment to facilitate investment for a transition to net zero carbon
emissions.

Policy points

1. Achieving net zero is also dependent on subnational and city-level action.
Policymakers at all levels must therefore recognize and support the role of
urban areas in the net zero transition.

2. Nature-based solutions must be part of inclusive planning processes for
sustainable urban futures—local action to secure greener futures cannot
overlook their vital role.

3. In environmental decision-making, diverse voices and perspectives must be
heard to minimize uncertainties in the pathways to securing greener urban
futures.

4. Various levels of government and institutions should harness the potential
of international partnerships such as transnational networks and social
movements in delivering greener urban futures.

Securing a Greener Urban Future IS
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We are living a unique moment, where the world is
transcending a pandemic whose recovery efforts are
entangled with a push to develop alternative futures. The
climate crisis—and related goals of keeping the global
average temperature change under 1.5 degrees—and
avoiding mass extinction now a primary concern at various
levels of governance. Cities continue to be at the forefront
of environmental and sustainability action, although after a
decade of optimism, their role in constructing sustainable
urban futures is increasingly questioned by the public,
especially younger generations operating with a sense of
urgency out of fear for their future. In short, the promise of
sustainable urbanization remains unfulfilled.

Calls for urgent action on the climate and biodiversity crises
emphasize the need to build sustainable urban futures.
The challenge for various actors is to envision how those
futures can make urban space liveable for humans while not
contributing to environmental degradation. But multiple
uncertainties shape environmental action. While living in the
Anthropocene, we must recognize the impact humans have
on the Earth as a whole, with implications for human societies
and ecosystems.! Previous editions of the UN-Habitat World
Cities Report have argued that there are opportunities to
harness the value of sustainable urbanization to advance
green, resilient and more equitable futures.

|

{ ? The goal of limiting average
mean temperature rise to
1.5°C by 2100 has become a
policymakers’ guiding metric to
imagine sustainable futures

The goal of limiting average mean temperature rise to
1.5°C by 2100 has become a policymakers’ guiding metric
to imagine sustainable futures. In 2018, the IPCC Special
Report identified two pathways to maintain this goal. The
first pathway is to stabilize global warming at or below 1.5°C
above pre-industrial levels. The second pathway, also called
an “overshoot” pathway, foresees global warming exceeding
1.5°C around mid-century, remaining above 1.5°C for a
maximum duration of a few decades, and returning to below
1.5°C before 2100.2 Both pathways highlight mitigation
and adaptation efforts in multiple sectors, including energy,
transportation, forestry and sustainable land use.

Despite securing net zero commitments from 153 countries,

the Glasgow Climate Pact negotiated at COP26 in November
2021 showed that current steps to limit global warming

14

are insufficient. The lack of ambition in current national
commitments echoes a lack of imagination in defining
alternative urban futures. Much of the debate has rightly
focused on keeping the 1.5°C goal alive, with subnational
governments making new commitments that accelerate
climate targets to 2030.3 At the same time, the great
extinction likely to sweep away the world’s biodiversity
speaks to the disconnection of human activity from its
natural surroundings.4 There is one last chance for humanity
to reconcile with the possibilities of living on Earth, shift
development pathways, and reconnect with the stewardship
role that recognizes a mutual and beneficial relationship
between humans and the environment. Every citizen has a
role to play in actively engaging with the urban landscape.

This chapter analyses the interrelated challenges of climate
change and biodiversity to explore how alternative urban
futures could be developed. The rationale of the chapter
follows an examination of the ideas about the future that
dominate planning practice. In particular, the chapter engages
with two alternative future-oriented approaches. On the one
hand, the chapter examines the growth of scenario planning
and scenario modelling to consider what the future means
for urban areas. On the other hand, following the operation
of scenarios in practice, the chapter recognizes the need to
include multiple perspectives and acknowledge inequality
in planning practices. These two cross-cutting themes are
examined in six sections that explore different aspects of
delivering green urban environments: the transition towards
net zero carbon, the future of urban transport, the increasing
importance of building resilience, the growing visibility of
nature-based solutions, the development of inclusive urban
planning, and the constitution of global partnerships to
deliver green urban futures. Each section thus explores the
treatment of futures, how future visions influence planning
practice as well as their impact on populations across the
urban-rural continuum.

5.1. Urban Transitions to Net Zero GHG
Emissions

Net zero GHG emissions means achieving balance, over a
specified period, between anthropogenic GHG emissions
produced by human activities and those removed from the
atmosphere through reduction measures.> The transition to
net zero emissions requires sustainable consumption and
production practices that facilitate responsible resource use
and address climate change’s adverse impacts. However, the
conceptualization of net zero carbon varies across scales and



sectors. For example, territorial approaches, which calculate
emissions within national borders, are widely used at the
national scale for carbon accounting.

By contrast, the conceptualization of net zero emissions at
the city level faces two practical challenges. First, inventory
data at the city level is often unavailable. Second, cities
present specific complexities due to their “smaller spatial
scale and embeddedness within larger-scale social, ecological
and infrastructural systems.”® For instance, urban energy
and economic systems depend on long-distance exchanges.
Accounting for these transboundary carbon flows is
challenging when considering the city as an analytical unit for
carbon measurements.” A net zero carbon city can be imagined
quite differently depending on the focus of carbon accounting
approaches—whether net zero territorial emissions, net zero
community-wide physical provisioning systems, net zero
household expenditures, or net zero trade.8

Recent research warns against undue optimism with regards
to net zero scenarios.” Current climate simulation models
may effectively simplify (and thus downplay) social and
political realities affecting the actual impacts of climate
change.!9 The concept of net zero may also distract attention
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from the wurgency of emission reductions by shifting
faith onto unrealistic carbon removal measures.!! Such
technologies are still developing and not yet available for
large-scale applications.!2 The promise of carbon removal
technologies bolsters market environmentalism narratives that
strengthen capitalism and reinforce existing social and spatial
inequalities.!3 The stabilization of emissions is a necessary but
insufficient condition to manage climate change, and reaching
zero emissions will not cancel climate impacts.14

5.1.1. The role of scenarios in defining net zero
urban futures
Net zero urban futures depend on the development of net
zero scenarios at the national level and how such influence
urban thinking. Scenario modelling assists decision-making
in climate policy.!5> The latest generation of climate models
informs the urgency to reach net zero emissions.!¢ These
models also outline physical and policy pathways to net zero
emissions, including measures to reduce the use of carbon-
intense materials (such as substituting materials, facilitating
recycling, introducing carbon pricing and removing
energy subsidies), support research and development of
decarbonized technologies, and sunset policies for obsolete
high-carbon facilities.!”

Solar panels in a car park. Companies are installing renewable energy sources to reduce their carbon footprint. Reggio Calabria, Italy
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Net zero decarbonization requires country-specific
strategies that take into account each nation’s development
priorities.!® In the UK, for example, a study suggests that
achieving net zero emissions before 2050 will require more
vigorous mitigation efforts than those currently envisaged by
national policy.1? Lines of action should include commercial-
scale deployment of carbon capture and sequestration
technologies, a quicker phase-out of fossil-based generation,
higher deployment of wind and nuclear power, and more
radical reductions in emissions from the transport and
building sectors. In Latin America and the Caribbean, well-
proven strategies can support net zero pathways, including
urban electrification for households and transport, transport
mode shifting, and the combination of intensive sustainable
agriculture with afforestation.20

Achieving net zero ultimately depends on subnational and
city-level action. Several net zero planning models are
currently under development. Building-level carbon budgets,
for instance, provide consistency across temporal and spatial
dimensions of carbon reductions.2! Planning for net zero
cities depends on having appropriate climate information
as part of the evidence base, but this information is not
always available. Climate projections can inform decisions
in urban planning, which points towards the increasing role
that planning can play in shaping urban futures.22 Innovative
models that could support multi-objective decision-making
in urban planning and governance, such as scenario-based
planning,23 multiperiod planning,24 and multi-objective
decision-making?25 are in the early stages of development but
offer significant promise.

Scenarios can inform protective decisions to mitigate risks.
For example, recent modelling shows that over the next 50
years. climate change will likely increase cross-species viral
transmission risk, as mammals are driven to cooler regions.26
Scenarios can also inform proactive decisions to seize
opportunities. They can also contribute to consensus building
among many actors, broadening support for a complex
net zero transition.2’ However, despite the popularity of
climate simulation models, policy decisions should not rely
solely on the outcomes of quantitative scenario modelling.28

Net zero decarbonization
requires country-specific
strategies that take into
account each nation’s
development priorities
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Their results depend on subjective framing of objectives,
contexts and methodologies.2? Building net zero scenarios is
particularly challenging because it involves long time frames
and detailed speculation on technological and social changes,
with inferences across different sectors and processes.30
Scenario building approaches appear technocratic, limiting
actors’ agency and mobilizing simplified assumptions about
social and political dynamics.3!

The combination of quantitative models with qualitative
storylines is an alternative to move beyond simplified
narratives that rely solely on computer modelling.32 For
example, socio-technical transition theories highlight the
co-evolution between social change and technological
development. Yet, while such analyses expose the historical
trends of socio-technical dynamics, they often cannot predict
how such dynamics might develop in the future.33

Socio-technical scenarios help to bridge computer models,
and socio-technical systems theories.34 Socio-technical
scenarios support speculation on future transition pathways,
considering actors’ agency and the interactions between
multiple dimensions (both techno-economic and socio-
political) of a socio-technical system.3> Contributions
from the humanities and the creative sector will enhance
the creation and deliberation of climate change scenarios
towards imaginative futures.36 This perspective highlights
the importance of cultural work on climate change that
acknowledges scenarios’ historical and cultural roots.3”
However, there have been limited applications of multi-
method modelling in urban planning and urban governance
so far.

5.1.2. Policies for a net zero urban future

National and subnational governments, international
coalitions and private entities have made increasing net zero
emissions pledges in the last few years. In May 2021, the
International Energy Agency (IEA) released a special report
on the pathways toward a global net zero energy system by
2050. The report sets out more than 400 milestones that
need to be achieved to reach the net zero goal in the energy
sector by 2050. These include major transformations such as
increasing the annual clean energy investment worldwide to
around US$4 trillion by 2030, halting sales of new internal
combustion engine passenger cars by 2035, and phasing out
all unabated coal and oil power plants by 2040.38

According to [EA, more than 50 countries have set net zero
emissions targets,39 of which 12 countries have written the
net zero target into law, including Germany (2045), Sweden



(2045), Canada (2050), Denmark (2050), France (2050),
Hungary (2050), Japan (2050), Luxembourg (2050), New
Zealand (2050), South Korea (2050), Spain (2050) and the UK
(2050). However, some of the strategies have faced criticism
of being unrealistic—essentially, being “pie-in-the-sky”—and
failing to include policies that would deliver promised cuts
in emissions. The UK government, for instance, has been
sued separately by two charities—ClientEarth and Friends of
the Earth— in this regard.40 Net zero policies have attracted
interest but also courted controversy (Box 5.1).

I Box 5.1: Let's make a “Green" Deal: Infrastructure,
jobs and the green economy

Several countries—including China, European countries,
and the US— have developed policy frameworks,
sometimes referred to as “Green Deals,” to address the
twin challenges of climate change and pandemic recovery,
emphasizing job creation and infrastructure investment.!

A new infrastructure bill adopted in November 2021 by
the US will invest US$T trillion in ports and transportation
systems, high-speed internet, clean water, roads and
bridges, mass transit, and clean energy infrastructure,
creating millions of jobs. The European Commission

also adopted a European Green Deal (EGD) in 2019,

later coordinated with the COVID-19 recovery plans in
NextGenerationEU, with a strong emphasis on digital
technologies.*2

However, there are questions about the extent to which
infrastructure investments are the best approach to
deliver a transition, particularly what kind of actions these
frameworks will foster at the local level. In the US, ten
state and local governments have adopted subnational
versions of the Green New Deal, including Austin, Texas;
Los Angeles, California; New York City; and Boston,
Massachusetts.

In the European Green Deal, cities play a central role in
specific strategies such as the Circular Economy Action
Plan, the Biodiversity Strategy for 2030, the Farm to
Fork Strategy and the Renovation Wave.#3 In 2020,

the European Commission announced an EU mission

on Climate-Neutral and Smart Cities to deliver 100
climate-neutral and smart cities by 2030 that can act as
experimentation and innovation hubs.44
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Delivering the net zero transition depends on cities, and
many cities are willing to work towards net zero. At least
1000 cities worldwide have committed to net zero objectives
under the UNFCCC-led Race to Zero campaign.4> Cities can
deliver critical actions to advance social changes, such as
modal shifts, infrastructure upgrades, energy efficiency and
low-carbon urban forms.46 However, cities accommodate
a fragmented landscape of infrastructure and technology
ownership that often cuts across urban boundaries. A net
zero transition at the urban level requires both autonomy
and coordination.4” Thus, urban transitions to net zero need
to be supported by horizontal integration (multi-actor) and
vertical coordination (multilevel).48

Policies at higher level governance scales (e.g. regional, national
and international) can serve as a guiding framework for city-
level actions.4? An analysis of the climate action plans of 296
cities with net zero targets showed that cities’ approaches to
net zero evolve within broader governance contexts.>0 Cities
in lower-income countries are more likely to rely on local and
community actions and focus on climate adaptation and risk
management that echoes national-level climate strategies. In
contrast, cities in higher-income countries tend to highlight
climate actions in transport, buildings and lighting by focusing
on efficiency and leadership.5! Support from national
governments is essential (Figure 5.1).52

Figure 5.1: National-level pillars for supporting local

climate action

City-level,
place-specific
climate action

m

National-level areas of support

Clarifying Financial and Coordination of Experimental,
governance institutional multiple actors participatory
competences support culture
Source: Coalition 19
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The Sustainable Development Goals are another arena of
national commitment that requires local implementation.
Cities can coordinate net zero action with localized action
to deliver the SDGs. For countries in Africa and South
Asia facing dire energy access challenges, delivering a net
zero transition must go hand in hand with alternatives that
provide energy access to populations with some of the lowest
carbon footprints in the world. In 2019, despite progress in
advancing SDG7 on energy, an estimated 759 million people
still lacked access to electricity and 2.6 billion people lacked
access to clean cooking facilities.>® The IEA forecasts that,
as population growth continues in Africa, energy access
challenges will continue unabated. While electricity access
rates are higher in urban areas, urban dwellers still face
energy access challenges related to affordability and reliance,
particularly in rapidly growing urban peripheries. Local
governments and other urban actors have an essential role in
linking the urban net zero transition with other sustainable

Figure 5.2: Models of net zero development in urban areas

development objectives such as energy access. Carbon
mitigation policies for off-grid energy or energy efficiency
directly alleviate some of the energy access challenges.

Moreover, urban areas can help accelerate the net zero
transition. For example, the EU’s 2050 net zero strategy
considers cities as experimentation centres in sectors such
as energy, transport, and construction.># Different models
of low-carbon, sustainable cities developed over the years
have been implemented in practice, with rich lessons for
net zero cities.>>

However, existing models of urban development that favour
net zero action (as illustrated in Figure 5.2) cater to well-
established cities with access to financial resources and
advanced technologies such as Singapore, Stockholm or
Vancouver, among others. There is less understanding
of what net zero will mean for rapidly urbanizing areas

5551.1

Sustainable cities

Protection

Cities that protect natural
resources while achieving
economic, physical, and social
progress, and anticipate
environmental risks that can
undermine any development
achievement

Efficiency

Resilient cities

Cities that have the ability to
absorb, recover and prepare
for shocks (economic,
environmental, social &
institutional)

Safety

Cities where the traditional networks and
services are made more efficient with digital
and telecommunication technologies for the

benefit of its inhabitants
and businesses

Source: Compiled from Arcadis, 2018, Hassan and Lee, 2015; Barkham, 2013, OECD, n.d.; IMD, 2021, European Commission, 2022
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Net zero action must balance
localized interventions in
buildings and neighbourhoods
with citywide approaches seeking
to deliver concerted action

and the growing urban peripheries in Latin America and
the Caribbean, Africa, the Middle East, South Asia and
Southeast Asia. Yet, rapidly urbanizing areas are accumulating
experiences that will become increasingly relevant in the net
zero transition.

Net zero action must balance localized interventions in
buildings and neighbourhoods with citywide approaches
seeking to deliver concerted action. There are several
examples of successful localized interventions. The building
sector, in particular, is a crucial arena for advancing net zero
in cities (Table 5.1). In the European Union, the EU Energy
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Performance of Buildings Directive (EPBD) requires that
all new buildings constructed since the beginning of 2021
must be nearly zero-energy buildings. Achieving such a goal
depends on designs with significant energy-saving features,
such as efficient heating, ventilation, and air-conditioning
(HVAC), and lighting technologies.>®

At the same time, the retrofitting of the existing building
stock constitutes a significant challenge to reducing the
GHG emissions of the building sector.>” Retrofitting the
current building stock is often considered a cost-efficient
way of reducing building energy consumption.>¢ The move
from single buildings to the district scale—for example, in
Net Zero Energy Districts (NZED)—has shown potential for
large-scale emission reductions.>® NZEDs require innovative
solutions for street lighting, urban mobility, waste collection,
and public safety.09 A scenario study in Belgium, for example,
identified the importance of building renovation, sustainable
mobility, and the integration of local renewable energy

Table 5.1: Reducing emissions in the built environment, examples of actions

Area of action

Adoption of building
codes at the national
level

Rationale

Building codes are generally used in the context of safety but
are also helpful in reducing emissions by regulating energy-
related components such as thermal performance and wall
thickness. They also have dividends for residents, making
houses more comfortable and reducing energy bills.

Evidence of progress

The Global Alliance for Buildings and Construction says that 18 new
countries have adopted building codes since 2017 and building codes
are frequently cited in Nationally Determined Contributions.

The alliance also reports that green building certification increased
13.9 per cent between 2019 and 2020.

Energy efficiency Energy efficiency includes measures to reduce the amount The Global Alliance for Buildings and Construction estimates that
measures of energy that provides a similar level of service, for global investment in the energy efficiency of buildings increased
example, by changing the technology and materials used or an unprecedented 11 per cent in 2020. Still, investments remain
optimizing the system through digital systems. Changing an concentrated in the EU, and it is thought to be insufficient to bring
incandescent lamp to a more efficient LED lamp is one of the  about a systemic change.
simplest examples of energy efficiency measures. The [EA
estimates that energy efficiency could provide more than 40
per cent of the emissions reductions needed by 2040.
Integrated The use of energy for cooling, especially air conditioning The Cool Coalition recommends reducing need for mechanical cooling

approaches to cooling

systems, has skyrocketed. As global average temperatures
increase, the use of energy for cooling is likely to increase.
Ways to prevent excessive cooling include developing
integrated cooling systems and changing perceptions of
thermal comfort.

through better building design and urban planning, improving
equipment efficiency, shift to renewables and protecting vulnerable
populations. While progress in these areas is slow, notable highlights
include: 14 cooling suppliers joined the Race to Zero campaign,
representing 28 per cent of the residential AC market; 53 enhanced
Nationally Determined Contributions have integrated sustainable
cooling.

Urban electrification

The WGIII report of the IPCC states: “electrification of energy
end uses in cities and efficient energy demand for heating,
transport and cooking through multiple options and urban
infrastructure has an estimated mitigation potential of at
least 6.9 GtCO2-eq by 2030 and 15.3 GtC02-eq by 2050, but
also requires the decarbonization of the energy supply.

The use of heat pumps, photovoltaic energy or electric cookstoves
improves energy efficiency and may enable the active decarbonization
of the energy supply. Urban electrification may also help reconfigure
supply networks more sustainably through smart grids. However,
while evidence of the successful electrification of urban transport is
apparent, widespread urban electrification in buildings is less clear.

Sources: UNEP 2021a; UNER 2021b, IEA, 2021a; IPCC, 2022a.
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sources to achieve net zero at the neighbourhood level.o!
There is considerable potential for district-based approaches
to net zero. Still, they face two challenges: to move beyond
experimental stages in well-resourced cities into broad
models that can provide workable alternatives elsewhere and
to interrogate how district-based action can be integrated
into citywide plans that reflect the changing needs of both
city centres and urban peripheries.

The COVID-19 pandemic showed the potential feasibility of
net zero ambitions, but public health measures in response
to the virus had short-lived effects on reducing carbon
emissions. It also demonstrated that efforts to reduce
carbon emissions should go hand in hand with ameliorating
people’s vulnerabilities (see section 5.3). Lockdowns and
disruptions in the global supply chain led countries like
China to consider measures that effectively decarbonized
the economy.®2 In urban areas, COVID-19 ‘forced’ residents
to interact with their cities in a more sustainable way, as
people shifted to walking and cycling63 and rediscovered the
value of green spaces.®4 However, as emissions have picked
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up, economic recovery has been prioritized at the expense
of net zero investments. A comparison of the economic
recovery packages of 149 countries found that investments
in net zero transitions are minimal compared with pandemic-
related stimulus funds while fossil fuel production support
remains strong (Box 5.2).65

5.1.3. Social change is central to a net zero urban
transition
Lasting reductions in greenhouse emissions require social
change. Demand-side solutions for mitigating climate change
include strategies targeting technology choices, consumption,
behaviour, lifestyles, production-consumption infrastructures
and service provision.6” Demand-side mitigation strategies are
critical to meet emission reduction targets and often entail
fewer environmental risks than many supply-side measures.8
Since they depend on interactions between technological
|
efforts to reduce carbon emissions should
go hand in hand with ameliorating people’s
vulnerabilities



and social change,% net zero transitions are value-laden and
depend on societal preferences.”0 Social change manifests
in individual-level social behaviours, practices (e.g. everyday
eating or mobility), and broader social relations and
structures.”! The IEA, for example, has proposed changes in
urban areas, such as phasing out internal combustion engine
cars and promoting ridesharing for all urban car trips.”2

However, the contributions of behavioural change to net
zero are limited. Behavioural change in urban areas (e.g.
replacing car trips with walking, cycling or public transport,
or foregoing long-haul flights) could provide around 4
per cent of cumulative global emissions reductions.”3
Alternatively, urban communities can play an active role in
transition processes e.g. through spawning urban innovation,
participating in political coalitions for change or redefining

Securing a Greener Urban Future I

how they engage with infrastructure and markets.”’4 Such a
transition would require moving away from conceptualizing
urban dwellers as consumers who influence the transition
via consumer choices and instead recognize people as active
makers of their urban environments.

Net zero transitions also involve a broader change in the
cultural, legal and institutional frameworks that guide the
production and use of technology, the everyday practices of
organizations and consumers, and design choices for products
and infrastructures.”’> In addition, social movements may
foster innovation and transitions towards net zero.76

Market-based incentives and voluntary agreements are
insufficient to bring about this kind of social change in
urban areas.’’ Instead, local governments should implement

I Box 5.2: Green recovery: Commitments and actions misaligned?

only 18 per cent of recovery spending was considered so.

Evidence suggests that amidst the call for greener urban futures, global green spending is so far incommensurate with the scale
of ongoing environmental crises. A recent study by UNEP of the 50 largest national economies found that only US$368 billion of
US$14.6 trillion COVID-induced spending—or just 2.5 per cent of total spending (both rescue and recovery)—in 2020 was green while

Moreover, reports also show that 15 major producer countries continue to provide significant policy support for fossil fuel
production; their production plans and projections would lead to about 240 per cent more coal, 57 per cent more oil, and 71 per cent
more gas in 2030 than would be consistent with limiting global warming to 1.5°C.

Recovery spending over the course of the pandemic with total green spending, 2020
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effective public policy measures such as carbon taxes,
building codes, congestion zone charging and subsidies for
renewable consumption.’® However, these measures alone
are not sufficient to cause wider social change and they may
have negative consequences for vulnerable populations.
Ultimately, inclusive planning has a crucial role in fostering a
societal transition to net zero (see section 5.5).

5.2. The Future of Urban Transportation

Greenhouse gas emissions from transport are increasing
faster than any other energy-using sector. The transport
sector accounted for 27 per cent of global emissions in
2019.7% While the restrictions and lockdowns associated
with COVID-19 pandemic resulted in a fall in CO, emissions
from the global transport sector, rebounding demand and
anticipated growth are resulting in a steady rise of emission
to pre-pandemic levels. Of special concern are road transport
emissions, as three-quarters of current global greenhouse
gas emissions from the transport sector are generated by
road transport alone.80

Securing greener urban futures will require planning for
sustainable transport and mobility within and beyond cities
to reduce energy consumption, air pollution, noise and GHG
emissions. Sustainable mobility can also improve people’s
health and well-being, for instance, through active travel

modes like cycling and walking and by reducing commuting
time. Sustainable urban mobility depends on the provision
of low-carbon transport infrastructure, the introduction
of energy-saving technologies and the design of adequate
transport planning frameworks.

The pursuit of greener urban futures calls for transport
policies that encourage a shift from private cars to public
transport, shared vehicles or active travel. Yet, data for 2020
from 1,507 cities from 126 countries shows that, on average,
only about one-half of the urban population has convenient
access to public transport (Figure 5.3). Often, most people
in cities are unable to access sustainable transport options,
public or private, due to lack of appropriate infrastructures
or individual conditions (e.g. living with disabilities, old age
or gender-based restrictions), among other reasons.

Moreover, it is often the poorest communities who depend
on cycling and walking. In cities like Addis Ababa, Nairobi,
Dar es Salaam or Lagos, more than 40 per cent of the
population depend on cycling and walking for their mobility.8!
Thus, sustainable transport futures require looking beyond
regulated transport infrastructure provision and planning for
diverse mobility needs.82 Holistic approaches will require
more than just “magic bullet” technologies like electric
vehicles. The expansion of transportation networks will
require strategies that mix public transport options and car-
sharing, as well as incentives to encourage non-motorized

Figure 5.3: Public transport: coverage and share of population with convenient access, 2020
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travel and reduce the need to travel over long distances
(Table 5.2). Addressing cities’ reliance on private transport
requires the consideration of complex mobility needs
of urban communities. Challenges in the shift to clean
transportation include affordability, convenience, ease of
travel, availability of different options, the distance between
housing and workplaces and personal safety issues.

5.2.1. Public health and the challenges of
congestion and air pollution in cities

Traffic congestion and air pollution represent key health
challenges for cities worldwide, as urban areas expand to
accommodate a growing population. Unplanned urban
expansion, the public’s reliance on motorized road transport
and high volumes of freight transport to meet urban
consumption contribute to maintaining high levels of air
pollution.83 According to the World Health Organisation
(WHO), air pollution—ambient and household air pollution—
is linked to 7 million premature deaths, annually.84 WHO
estimates also show that 99 per cent of the world population
breathes air containing a high level of pollutants (exceeding
WHO guideline limits), with in low- and middle-income
countries more affected.85

Table 5.2: Approaches to sustainable urban mobility
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Urban air pollution can result in adverse health outcomes,
such as heart attacks, strokes, cancer and chronic obstructive
pulmonary disease. There is growing evidence that air
pollution affects children’s neurological development. In
a 2018 report, WHO estimated that 93 per cent of the
world’s children are exposed to toxic air daily, putting their
health at risk.86 Acute lower respiratory infections caused by
polluted air has been linked to the death of 600,000 children
in 2016. Vehicular traffic congestion poses other public
health risks, including exposure to excessive noise, elevated
ambient air temperatures and reduced physical activity.8”
Researchers estimate that around 2.1 million deaths can be
attributed to insufficient physical activity every year,88 while
accidents involving motorized vehicles are responsible for
approximately 1.35 million deaths annually.8?

Reducing traffic congestion can positively impact emissions
reductions objectives and urban dwellers’ health. Measures
to reduce traffic congestion include reallocation of road space
to non-motorized transport, congestion charging to reduce the
presence of polluting vehicles in cities, incentives for walking
and cycling, public transport provision improvements and car-
free days (Box 5.3). Integrating health impact scenarios into

Approach Goal Examples
Rapid Transit — Rapid transit systems operate on a fixed route that Ease traffic Investments in low-carbon bus rapid transit
Systems %ﬂ%l increases the service's speed, capacity and reliability. congestion systems, light rail and underground systems
— They include rail transit systems (overground and
underground) as well as bus systems operating on
segregated lanes (not accessible to cars)
Vehicle and Vehicle switching refers to incentives (subsidies or Reduce GHG Subsidies for electric cars; introduction of

Fuel Switching

taxation) that encourage switching to low-carbon
private cars and public transportation systems.

Active Travel

Promotion —%

Active travel promotion refers to initiatives that
encourage walking and cycling for daily trips and
discourage private cars.

Shared/
collective og

>

transport

Collective transport represents an alternative to
private car ownership and public transportation for
trips not well covered by existing public transportation
networks.

emissions and air
pollution

low-emission zones (extra charge for diesel
vehicles driving in certain areas), developing
charging stations for electric vehicles, public
investments into electric/hydrogen-fuelled
public transport systems (e.g. buses), etc.

Reduce GHG
emissions and air
pollution, enhance
public health,
disincentivize private

car use for short trips.

Reallocation of road space for walking and
cycling; regular road closure to create “play
streets”; car-free days.

Address gaps in
public transportation
networks;
disincentivize private
car ownership.

Digitally enabled carpooling and car-sharing,
but also requlated and informal collective
taxis or mini-buses.
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I Box 5.3 Car-free and carefree: The movement to open streets for people

While no major city has banned cars permanently, a combination of policy responses to energy price shocks, advocacy for human-
scale urbanism and strong mayoral leadership have strategically limited when and where cars can occupy streets and other urban
public spaces. In 1973, the governments of Denmark, the Netherlands, Switzerland and West Germany enacted a series of “car-free
Sundays” to conserve scarce gasoline during the OPEC oil embargo. The next year, Bogoté (Colombia) residents petitioned their
government for bicycle-only paths on Sundays. That effort planted the seeds for what in the 1990s became an expanded car-free
Sunday known as Ciclovia (Spanish for “cycle way”), which closes approximately 120 km of streets to cars and opens them up to
people for cycling, walking, rolling, vending, exercise and other non-motorized uses.

The car-free Sunday concept spread beyond Bogota and has proven exceptionally popular in cities across the developing world where
urban residents traditionally have less access to leisure and recreation opportunities. Jakarta (Indonesia) adopted car-free Sundays
in 2012, while several Indian cities have tried with mixed results. In Africa, Kigali (Rwanda) introduced car-free Sundays as a monthly
event in 2016 which, due to its popularity, became fortnight occurrence. The Ugandan cities of Kampala and Jinja take an explicit
stance with the theme “I am the solution to pollution and traffic in my city,” while the car-free days are annually observed in Addis
Ababa and other major cities in Ethiopia.

This enthusiasm in the developing world is matched by increasing efforts in developed world cities to remove cars from certain parts
of cities. In recent years, Paris has banned cars from a roadway along the Seine River, Oslo and Amsterdam have removed parking
spaces from the city centre, and Barcelona has pioneered the “superblock” urban design model that prioritizes people over cars on
certain blocks. The need for social distancing during the COVID-19 pandemic provided additional motivation to allocate public space
for people rather than cars. Milan announced the reallocation of 35 km of streets and road space to walking and cycling, while Paris
announced the conversion of 50 km of roads into cycling infrastructure.

Meanwhile, in a flashback to the 1970s, the IEA has proposed car-free Sundays as a measure to reduce oil consumption during the oil
price shock of 2022. This recommendation illustrates how much the car-free city concept resonates in public discourse about energy
savings and improving urban environments. However, scientific analysis of car-free days is scant, with little empirical evidence on

how much such events reduce environmental degradation, even if they capture the public's imagination.

sustainable transport planning is essential to secure greener,
healthier and safer futures for everyone.

Urban dwellers are unevenly affected by the negative
impacts of congestion and air pollution, as low-income
groups, children, women and girls, and the elderly are often
more vulnerable. Environmental justice research shows
that schools in low-income neighbourhoods are more likely
to be located near polluting infrastructure.®© Low-income
groups also face limited transport and mobility options and
endure longer and more expensive commutes relative to
their income.! Women and sexual minorities are more likely
to face harassment in public spaces and public transport,
during the day and night. The mobility of people living with
disabilities, the elderly, and children is also significantly
hindered in many cities.
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Source: Whitney, 1973; Guillermoprieto, 2019; UNEP, 2020a; Peters, 2020; IEA, 2022; Glazener et al, 2022; COVID Mobility Works, n.d.

Therefore, equity and safety issues must inform interventions
that encourage active travel and public transport. In addition,
modelling tools and future scenario assessments that account
for differentiated mobility needs and uneven access to
different transport modes are required to make cities safer,
more sustainable and liveable for everyone.

5.2.2. Rethinking futures in transport planning

Transport planning requires navigating uncertain futures
shaped by climate change, economic instability, travel
demand, changes inindividuals’ behaviours and preferences,
technological disruption and global pandemics. Designing
sustainable transport systems in cities requires a mix of
qualitative and quantitative tools involving a wide range of
stakeholders in order to define collective futures. Decision-
makers can design policy with the help of tools that can



anticipate future travel demand and measure the impact
of particular interventions. Quantitative tools include
model sensitivity analysis, stochastic modelling, Monte
Carlo simulations and Bayesian Networks. Qualitative tools
include Delphi methods, road mapping, backcasting and
scenario planning.

A high degree of flexibility and adaptability is required to
navigate deep uncertainty.%2 Quantitative transport planning
tools such as forecasting (anticipating future travel demand
based on past trends) do not cope well with the uncertainty
brought about by unexpected events like the COVID-19
pandemic, long-term trends with a wide range of potential
impacts like global climate change and rapid urbanization,
and accelerated technological innovation in the transport
sector. A review of 210 infrastructure projects across 14
countries concluded that forecasters often overestimate
future transport demand.?3

Scenario planning is a means to shift current sustainable
mobility and transport planning practices from regime-
compliant (adhering to past trends in the transport sector
and transport policy) to regime-testing (making transgressive
policy decisions for sustainable futures).94 Scenario planning
integrates both quantitative and qualitative planning tools
to design transport interventions and stakeholders’ views.%>
Traditional forecasting methods are used alongside more
qualitative assessments of plausible and desirable futures.
A complementary technique is backcasting, which identifies
desirable objectives (e.g. achieving zero-carbon emissions
through mobility planning or enhancing access to reliable
and affordable transport) and works backward to build a
series of steps and interventions to achieve those over a
specific timeframe.%

Achieving sustainable transport systems in complex urban
environments requires integrating transport planning with
other policy domains. For instance, health impact assessments
(HIAs) are integrative modelling tools to mainstream public
health concerns into policy. However, urban dwellers are
rarely involved in the development of HIAs for urban and
transport planning.7 Involving people in decisions relating to
public health improves the efficacy of any interventions and,

Achieving sustainable
transport systems in complex
urban environments requires
integrating transport planning
with other policy domains
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in the case of sustainable mobility, can help include people as
active agents in a collective modal shift towards active travel.

Synergistic scenario planning integrates transport planning
within broader planning efforts towards carbon neutrality at
the city and regional scale.98 Such integrative tools conceive
transport as one aspect in the large-scale socio-technical
transformation of the energy, transport, industry and building
sectors.9? Synergistic scenario planning creates bridges
between different policy domains that play a role in securing
greener urban futures—including transport—and helps align
actors’ interests to build partnerships and share goals. The
involvement of stakeholders is essential to identify drivers
of change (e.g. energy prices, technological costs, people’s
preference for different transport modes) and to assess the
feasibility of different scenarios. Urban dwellers’ participation
in transport planning is essential to avoid an over-emphasis on a
small set of transport options and one-size-fits-all prescriptions
that bear very little relevance to the implementation sites.

Practical experiences show that scenario planning for land-use
and transport decisions has mixed results, especially without
inclusive and participatory frameworks, clear implementation
plans and resources, and adequate institutional