“Cities can be crucibles of enormous creativity and economic dynamism,
and also sites of deep social divide, poverty and disadvantage. Looking
ahead, cities are critical to the achievement of national environmental
objectives, such as reducing greenhouse gas emissions and conserving

resources.”
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Introduction

THE PURPOSE OF THIS REPORT

South African cities are under the national and international spotlight again. Community protests over service delivery,
disputes about councillor selection, mismanagement and underspending of municipal budgets, and recurrent billing
problems have attracted growing public concern. Yet cities have also been féted for rekindling a spirit of national unity
during 2010, delivering world-class transport schemes and leading the economy out of recession. This is part of a

bigger conundrum: that cities can be crucibles of enormous creativity and economic dynamism, and also sites of deep
social divide, poverty and disadvantage. Looking ahead, cities are critical to the achievement of national environmental
objectives, such as reducing greenhouse gas emissions and conserving resources, and city governments will need to raise
their game if they are to tackle the complex challenges of economic transformation, social division and climate change.

The purpose of the State of the Cities Report 2011 is threefold. Firstly, the report assesses the progress made by

South African cities over the last decade in relation to key development outcomes. The central question is whether
developmental metropolitan government has had the desired effect in improving socio-economic and environmental
conditions, both in absolute terms and relative to the rest of the country.

Secondly, the report reviews strategic problems and opportunities facing the cities. It is important to put key urban issues
on the agendas of national and provincial government, the business sector, and civil society that may not previously have
attracted the attention they deserve.

Thirdly, the report communicates essential messages about the planning, development and management of cities to a
new generation of civic leaders and officials taking office after the 2011 municipal elections.

A DECADE OF CHANGE: 2000-2010

Much has changed since fully democratic, integrated metropolitan government was created a decade ago. A
consolidation of complex, disparate municipal structures and systems took place throughout the country. Local
government was given wider responsibility to promote social and economic development and to increase community
participation in decision-making. A new intergovernmental fiscal system was introduced to devolve more resources to the
local level and to equalise the provision of services within and between municipalities. A new cohort of political leaders
and officials took over the management of many local councils.

Cities enjoyed a period of more robust growth and job creation than had been experienced in the previous two decades.
The primary driver of growth was a consumer spending boom, partly funded by rising household debt. The strongest
growth was seen in low-value household services, such as retail, telecoms, security and health, rather than in long-term
investment to expand domestic production. This left the fundamental structure of the economy unchanged, with its
concentrated pattern of ownership, its narrow base dominated by mining and financial services, and its skewed pattern of
rewards marginalising the less skilled and black populations.
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“Despite a higher rate of house
building and accelerated basic service
delivery, many councils battled to keep
pace with urbanisation, intensifying
competition for scarce resources and
social tensions.”

Stronger growth exposed serious bottlenecks in urban infrastructure and shortfalls in electricity generation and
distribution. Congestion on roads, rail networks, at ports and in pipelines worsened, and constraints on water supply
loomed large in many cities. Improved urban employment prospects attracted domestic and international migration,
adding to the pressure on impoverished townships and informal settlements. Despite a higher rate of house building and
accelerated basic service delivery, many councils battled to keep pace with urbanisation, intensifying competition for
scarce resources and social tensions. Deprived of investment for decades, public transport systems suffered more frequent
breakdowns, cancellations and delays, which forced increasing numbers of commuters into using minibus taxis.

Around the middle of the decade, the prospect of hosting the 2010 FIFA World Cup™, along with wider political shifts
within the ruling party and a relaxation of macro-economic orthodoxies, brought about a more expansive approach
towards public investment in infrastructure. Major new transport initiatives were launched, including airport expansions,
bus rapid transit systems, roadbuilding and the Gautrain. Most were completed to a high standard and on schedule.

A shift in housing policy was announced, from eradicating to upgrading informal settlements, and from building free
houses to a more holistic approach of creating sustainable communities. The Treasury launched a consolidated Municipal
Infrastructure Grant to boost investment and created a Neigbourhood Development Partnership Grant to support
township regeneration initiatives.

Towards the end of the decade, the upward economic trajectory went into reverse with the onset of the global crisis,
causing over a million job losses across the country. Gauteng was the hardest hit, with manual jobs in manufacturing
bearing the brunt of the collapse. Young people proved more vulnerable to the loss of jobs than other groups. An
outbreak of xenophobic attacks in many cities, in response to perceived competition for jobs, shocked the nation. Outlying
communities, frustrated by the apparent slow progress in delivering essential township infrastructure and services, took
to the streets, and some of these demonstrations turned violent. Local councillors who were considered unresponsive or
corrupt were often the target of hostilities, along with council buildings and other public facilities. Mounting complaints
also focused on the enforced relocation of informal settlements, inadequate protection from flood damage and shack
fires, overloaded sewage systems, and unenclosed toilets.

“City governments will need to raise their game if they are to tackle

the complex challenges of economic transformation, social division and
climate change.”
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Introduction continued

These changes, in real world conditions and in policy and practice over the last decade, have been accompanied by

shifts in the realm of ideas. The inclination to privatise public services at the beginning of the decade was replaced by the
notion of a developmental state which envisages a leading role for the government in driving economic and social policy.
Within this perspective, unresolved tensions remain, between a centralised model and a more multilevel approach that
seeks to harness the power of government at every level. Another fashionable idea at the time - creating special purpose
state agencies governed by commercial disciplines — retreated into the background, while interest in long-term planning
and co-ordination moved forward with the creation of a National Planning Commission. This seeks to create a strategic
framework to counter the tendency for state institutions to operate in silos with inconsistent mandates that are not

well integrated.

CITIES AS DRIVERS OF DEVELOPMENT

In the broad field of development, there has been a sea change in international attitudes towards geography and place.
Despite falling transport costs, the spread of new information and communications technologies, and the globalisation of
trade and investment, there has been growing awareness that location and place are still very important for productivity,
growth and development. The world economy is not flat; it is uneven or even spiky. The old view of cities as places
dominated by distressed communities, declining industries and decaying physical structures has been turned on its head,
with new emphasis on cities as sites of renewed economic dynamism, physical renaissance and places that can help to
resolve many social and environmental challenges.!

The upsurge of global interest has been led by the economic argument that cities are engines of growth. A new academic
subdiscipline has emerged — New Economic Geography - building on the work of Nobel-prize winner Paul Krugman,

to explain the importance of agglomeration, urban density and proximity to productivity and economic performance.?
Key efficiencies emerge through the matching function of urban labour and property markets, and through the shared
services and infrastructure of large cities. Drawing on different intellectual traditions, research by Ed Glaeser® and Richard
Florida* has argued that concentrated economic activity has major advantages for creativity, learning and innovation.
Cities are also said to contain the cultural diversity, social vitality and consumer amenities to help regions and nations
attract the skills and talent required to generate and exploit knowledge and thereby build dynamic competitive
advantage. This enables progressive improvements in the quality and productivity of tradable goods and services.

These ideas have had an important influence on organisations such as the United Nations, Organisation for Economic
Co-operation and Development, European Commission and World Bank, as well as national governments and individual
city authorities. Extensive rethinking has been followed by the adoption of new policies to promote the benefits of
urbanisation, as a result of the advantages cities offer for economic and social development, and for more efficient public
service delivery. The 2009 World Development Report has probably been the most prominent and substantial single
contribution to this reappraisal of the significance of geography and place to growth and development. Although not
without its critics, the report marshalled considerable evidence from around the world to make a strong case for the
positive role of cities in economic development:®

Growing cities, mobile people, and vigorous trade have been the catalysts for progress in the developed world over the
last two centuries. Now these forces are powering the developing world’s most dynamic places.
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The report singled out Africa for special attention, as ‘urbanisation, done right, can help development more in Africa than
elsewhere’®

However, these ideas have been slower to gain traction in South Africa and the rest of sub-Saharan Africa than in other
places. With a sizeable proportion of the population still living in rural areas, and more intense poverty within these
areas, a policy for rural development is widely believed to be at least as important as urban policy. Within South Africa,
the apartheid legacy of forced population movement and deliberate underdevelopment in the former Bantustans also
warrants special treatment for rural areas. Within the cities, the slum conditions prevailing in many expanding informal
settlements have reinforced the view in some quarters that rural-urban migration should be discouraged because it is
harmful and unmanageable.

Across the government as a whole, policy towards migration is deeply ambiguous, and no consistent national policy
exists for planning and managing the process of urbanisation that is clearly happening.” Instead, there is a wide range

of separate spatial policies and programmes that reflect different concerns about uneven regional development and

rural poverty. These have not been brought together within an overarching spatial development framework to provide a
unifying vision and practical coherence. The New Growth Path? is the latest example of a policy that appears ambiguous
about cities and urbanisation. It devotes a fair amount of attention to rural problems and opportunities, but does not
mention urban problems of unemployment, underemployment or joblessness. Despite the overriding objective to
maximise national job creation irrespective of location, the policy does not discuss the significant contribution cities could
make, nor does it consider the factors inhibiting their obvious potential.

Another theme that has moved rapidly up the agenda in recent years is climate change and environmental constraints.’
South African cities are already experiencing water stress and problems with power supply. There is growing recognition
that the dominant energy sources are highly carbon intensive and that low density, car-based sprawl is unsustainable.
Most cities and towns also face problems of air and water pollution, and solid waste disposal, while some have serious
concerns about acid mine drainage. However, there is a growing body of evidence that cities can help to address the
developmental challenges facing South Africa. Along with threats of global warming and resource constraints, an equally
compelling set of opportunities arises from the concentration of people, industries and infrastructure in cities, which could
help to develop ways to reduce greenhouse gas emissions and waste, devise alternative energy sources and promote
greater resource efficiencies. Local action at city level involving municipal governments and other stakeholders is vital to
realise national and international climate change commitments. As with concerns about the economy and poverty, cities
are an essential part of the solution.

A RESILIENCE PERSPECTIVE

The concept of resilience provides a useful way of drawing together and linking many of these concerns. It is not used

as a straitjacket that constrains or crowds out other useful concepts and analytical tools. Rather, the concept provides an
overarching perspective in the report with a thread running through the different sections to help connect the elements
of analysis and provide overall coherence.

“The old view of cities as places dominated by distressed communities,

declining industries and decaying physical structures has been turned
on its head.”
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Introduction continued

Resilience is an accessible term with a commonsense, positive meaning for most people. It is defined here as the capacity
of a place to anticipate, respond and adapt successfully to challenging conditions, such as global recession, environmental
threats or pressures of population growth. It is a broad notion enabling analysis across disciplinary divides to improve
understanding of how cities accommodate multiple, interacting sources of social, economic and physical change, and
position themselves for the future. Resilience also captures the reality of being connected to an increasingly uncertain and
volatile world, for example, through trade, migration and foreign investment. External exposure heightens the risks and
insecurities for citizens, which need to be communicated and actively managed.

The concept of resilience implies something locally specific and unique - the intrinsic characteristics of a place — and

how this systemic quality relates to wider circumstances. Places are likely to vary in their resilience depending on their
people, institutions and physical attributes. The concept offers fresh thinking and new ideas to encourage the questioning
of assumptions and making new connections. It challenges conventional wisdoms and prompts analysts and activists

to think differently about cities, and particularly about the processes of change within them. The theme raises novel
questions for urban research and introduces different ways of exploring important societal concerns. It also has a
normative, policy aspect in implying a desirable, dynamic quality for cities to be able to steer a way forward in the face of
adversity or shifting social and political norms. Change is necessary to avoid being locked into inefficient urban structures,
outmoded environmental technologies, obsolete industries, conflicting social patterns and inflexible institutions.
Elaboration of the concept can help to identify how smart, progressive change is achieved and what is required to bring

it about - the local factors and strategies that shape long-term development trajectories of cities in ways that are more
sustainable, inclusive and productive.

THE RESILIENCE OF CITIES

There are two different ways of interpreting and defining urban resilience. The first, which is somewhat narrower than the
second, refers to the capacity of a city to withstand and recover from an external shock, such as an economic downturn or
climatic disaster.’ It implies coping with or ameliorating the effects of the problem and restoring the position that existed
beforehand. This definition provides little sense of development or progression to a more secure or favourable situation —
economically, socially or environmentally. An example might be how the built environment is sometimes adapted to rising
crime. Investment in gated communities and access-controlled business parks may alleviate the fears of a few, but at the
expense of many. This kind of adaptation is a defensive coping mechanism focused on symptoms. It may not be a reliable
basis for urban planning and management into the future because it does not tackle the root causes of the problem.

The second definition of urban resilience is broader and more dynamic, and refers to the capacity of a city to chart a
different pathway in challenging conditions.” It involves adapting and shaping the development trajectory in order to
improve the city’s position in some deeper, structural respect. This is a more active concept and may imply transforming
local conditions for the better, based on experimentation, creativity and innovation. The process of adaptation is of
interest, as is a successful outcome; and the timescale is medium rather than short term.

Both definitions are relevant to the report, although the second offers greater promise for analysis and policy purposes
because of its dynamic and longer-term perspective.

The concept of urban resilience is further refined and elaborated in more concrete directions. It is important not to
overstretch the notion and dilute its definition to the point where it loses its usefulness in seeming to mean almost
anything and everything. However, the following four aspects are particularly important in the report.

“Resilience captures the reality of being connected to an increasingly

uncertain and volatile world.”

12

Chapter 1 State of the Cities Report 2011




Economic

The economic aspect of urban resilience is about the ability of city economies to adjust to difficult economic
circumstances and emerge from the transition in a more advantageous position. This may involve adapting existing skill
sets, technology, knowledge and fixed assets to new opportunities. This aspect explores whether local economic agents
are sufficiently versatile and resourceful to adjust to altered conditions. It is also concerned with whether a city’s economy
is shifting from its inherited narrow base and concentrated ownership pattern to a more equitable and labour-absorbing
growth path, which is particularly relevant to South African cities. It considers whether the informal economy is being
strengthened and becoming more productive over time, and whether it is able to fill in some of the gaps in the formal
economy and improve the livelihoods of those on the margins.

Environmental

The environmental aspect of urban resilience refers to the ability of the physical systems of cities to withstand
environmental changes and hazards, such as global warming, flooding and water scarcity. Some people and places are
invariably more vulnerable than others, reflecting attributes such as their financial resources. This aspect also concerns
whether investment in the built environment and infrastructure is avoiding path dependence and facilitating new
development pathways based on more efficient resource use and low carbon technologies. It explores whether the
reliance on motor vehicles is being reduced and higher density, mixed-use development is being encouraged.

Social

The social aspect of urban resilience is partly about whether disadvantaged groups remain marginalised from
opportunities and reflects on the level of inclusivity or exclusivity of the urban system. It also refers to the ability of urban
communities to tolerate and assimilate migrant populations from rural areas and other countries without conflict. This
has a bearing on the capacity of diverse communities to interact and build trusting relationships that realise the creative
potential of cultural diversity in cosmopolitan places.

Governance and institutions

The aspect of resilience in governance and institutions concerns the capabilities of city-level institutions to anticipate

and adapt over time to shifting conditions through learning and innovation. It is partly about the quality of leadership

and the strategic powers and resources of local governance structures, as well as their level of astuteness in terms of their
judgement of the situation, future threats and their appropriate response. This aspect considers whether they are able to
stand up to other tiers of government and pressure from vested interests, and the extent and strength of their internal and
external networks and relationships with other organisations. It also concerns their financial viability and ability to invest
for the future.

[ A
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Introduction continued

RESILIENCE AND SOUTH AFRICA

Resilience is particularly relevant to the profound transition taking place in South Africa. Questions are raised about the
nature and pace of spatial, social and economic transformation, and about the durability of these changes. Are South
African cities tied into a narrow, exclusionary and unsustainable growth path at the risk of future disorder or disaster? Are
they reducing their dependence on private transport, non-renewable energy sources and low density, highway-oriented
development? Is any progress being made in relation to the structural causes of unemployment, poverty and inequality,
including spatial segregation?

The relationship between spheres of government is pivotal in building a dynamic developmental state in South Africa.
Political resilience implies places governed by institutions with the autonomy, resources and leadership to help their
constituent interests to respond positively to change, and to take the initiative in promoting transformation. Cities need
the strategic capabilities to plan the route ahead in an unpredictable environment, and to protect less-skilled and more
vulnerable communities from the risks to which they are exposed. National government also has an essential, supportive
role to play (such as through targeted investment and transfer payments) in safeguarding vulnerable places from
economic instability, volatile food or energy prices, environmental hazards and social conflicts. This is especially so in an
increasingly open and interconnected world.

THE STRUCTURE OF THE REPORT

Chapter 2 considers the economic performance of cities as the foundation for household incomes, community well-

being and viable public services. Chapter 3 examines the state of the built environment. This includes housing, transport
and community infrastructure, which is crucial to social interaction, economic productivity and the ecological footprint

of cities. Chapter 4 assesses the efficiency with which environmental resources are used, including the production and
consumption of energy, fuel, water and waste. Chapter 5 looks at the performance of city governments, focusing on
community satisfaction, trust and participation. Chapter 6 reviews the financing of municipal government, including shifts
in patterns of expenditure and revenues. The final chapter distils key findings of the report and identifies messages for

the future.

14

Chapter 1 State of the Cities Report 2011




References

OECD (Organisation for Economic Co-operation and Development), 2006. Competitive Cities in the Global Economy. Paris: OECD; UN (United
Nations), 2007. State of World Population 2007: Unleashing the Potential of Urban Growth. New York: UN, http://www.unfpa.org; European
Commission, 2007. State of European Cities. Brussels: Directorate-General Regional Policy.

Krugman P, 2011.‘The new economic geography, now middle-aged; Regional Studies, 45, 1, pp. 1-8.

Glaeser E, 2011. Triumph of the City: How Our Greatest Invention Makes Us Richer, Smarter, Greener, Healthier and Happier. New York: Penguin.
Florida R, 2004. The Rise of the Creative Class. New York: Basic Books.

World Bank, 2009. World Development Report 2009: Reshaping Economic Geography. Washington, DC: World Bank Publications, p. 13.

Ibid., p. 285.

Harrison P, Todes A & Watson V, 2008. Planning and Transformation: Learning from the Post-Apartheid Experience. Abingdon: Routledge; Turok | &
S Parnell, 2009. ‘Reshaping cities, rebuilding nations: the role of national urban policies; Urban Forum, 20, 2, pp. 157-174.

Launched on 23 November 2010 by Minister Ebrahim Patel, the New Economic Growth Path is a policy aimed at enhancing growth, employment
creation and equity. The policy’s principal target is to create five million jobs over the next ten years.

UN-Habitat, 2011. Cities and Climate Change: Global Report on Human Settlements. New York: UN-Habitat.
Vale L & T Campanella, 2005. The Resilient City: How Modern Cities Recover from Disaster. New York: Oxford University Press.

Newman P, Beatley T & Boyer H, 2009. Resilient Cities: Responding to Peak Oil and Climate Change, Washington: Island Press. Christopherson S,

J Michie & P Tyler, 2010.‘Regional resilience: theoretical and empirical perspectives, Cambridge Journal of Regions, Economy and Society, 3, 1, pp.
3-10; Pike A, Dawley S & Tomaney J, 2010, ‘Resilience, adaptation and adaptability; Cambridge Journal of Regions, Economy and Society, 3, 1, pp.
59-70.

15

State of the Cities Report 2011 Chapter 1




