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Introduction: the challenge of dealing realistically with social relationsin cities

Three steps forward in appreciating cities

1. Collectively — across the academic and policspnmuinities of the OECD countries — we
have come a very long way in our attitudes to sismce even the early 1990s. During the 1970s and
1980s we had rather got used to the idea thatjtdebie race to urbanisation across the developing
and industrialising world, in mature societies mmdeommunications were making major cities
obsolescent as a form of development. Worse gtdly were a drain on the rest of the society,esinc
their chronic economic decline produced deepenargentrations of social problems in their cores,
which required major commitments of public expemditto avert open conflict. In particular action
seemed necessary to reverse the continuing flobusiness capital out of cities which pure market
judgements warranted. Some of the real issuedigiigd in this pessimistic view clearly remain.
But, during the last decade and a half, genertlidéis to cities, and the policy issues which traye

for OECD countries, have developed in ways thatecefthree major steps forward in our
understanding of their roles.

2. Thefirst of these is simply a renewal of the perceptiont thanykinds of city have the
potential for economic success in the contempovesyld, both on their own account and as key
sources of strength for their national and regi@tanomies. This may not yet be demonstrable for a
majority of cities in developed economies (cf. Begard, 2009 and there are some old industrial
cities for which it may never be true. But the Kagint is that what have always been the most
distinctive characteristics of cities (as contredstéth smaller places) — namely theensity, diversity
and openness to changeare again being seen as the keys to succelssy than the roots of urban
pathologies. To put it crudely, in a world wherelity-based competitiveness, is vital for survigél

the advanced economies (as Porter, 1990 so infdlignargued), the more that places can embody
these traditional urban attributes the better thespects are expected to be (cf. Florida, 2004).

3. One loose end in this simple formulation is awbiguity about what kind of density really
matters in the contemporary world, and thus abduwtvweounts as a city for these purposes. The
argument about, and evidence for, the resurgencgie$,is partly in relation to the traditional urban
cores housing concentrations of advanced servifzaslitating rapid and frequent face-to-face
interactions for those people and activities whiie is crucial. But it isalsag and perhaps more
importantly, about those extended metropolitan aegjiwhich during the second half of the last
century increasingly took on a large proportiorihad key roles of the major cities around which they
formed. This is not simply a matter of housing &éney of highly specialised labour pools on which
such cities depend — or accommodating their supgpemtices — but also of developing a densely
networked version of the urban economy in which ynhigh order business functions (with less
intense requirements for face-to-face interactthrive best in outer metropolitan locations wittodo
communication links.

! At the level of administratively defined citiesither than metropolitan regions, Beauregard defiessrgence
in terms of a city having experienced at least @@eade of population gain after at least two dexade
of population loss. Among the top 50 US citiedfihds that a half have not yet experienced decline
in these terms but , of those which had, just & $stadwed evidence of resurgence. One of the key
differences which he finds between these grouphdtsthe resurgent cities were less likely to have
been dominated by manufacturing employment in #et than those which continued to contract.



4. Thesecond key step has been the recognition that the dagreich particular cities can
realise and sustain this potential for economiccess has much more to do with making them
function better than with simply sucking in morevéstment in the form of mobile firms. For those
old industrial cities which have lost almost alkitheconomic base since the 1970s and lack any
substantial core of more general commercial antuall assets on which to build, this inevitably
sounds an unhelpful perspective. Without injectiddnsomething else as a going concern clearly
nothing much is going to develop there. But thenp@ that, while necessary, such injections cannot
be sufficient — though perhaps nothing will be &wme or many of them. A simple empirical
observation is that the differences between pladgsh prosper and those which fail, even in crude
employment terms, lies preponderantly in the gropgformance of their existing businesses not the
flow of establishments in or out (Cheshire and ®ard1998). Less simply, it has been very
persuasively argued (from Porter, 1990 on) thatkdhes are to make the most in qualitative terms of
the assets associated with density, diversity guahiwess, and to build around potentially distirgctiv
sources of strength in a particular metropolitagiae. For the local public sector this impliesegrke

of strategic selectivity combined with a strongusmn identifying and attending to areas of both
market and governmental failure.

5. The third discovery, following on from this, is that the djtya of social/institutional
relationships of various kinds can be very impdrfan urban competitiveness, alongside the more
obvious economic assets. This has been a commeadttin a range of otherwise quite distinct
analyses of urban and economic systems during gbigod. Variously these have highlighted
institutions, social capital, untraded interdepem#s, networks of trust and the business milieux as
key factors in the differing capacities of specifilaces to prosper in an increasingly competitive
environment. The central shared argument is thatet are a whole series of requirements for
successful business, and especially for innovadimh quality-based competition, which conventional
markets cannot assure. In some circumstances maflyese might well have been adequately
provided within the framework of large corporationbut in a more flexible economy this ca no
longer be counted on. And, in any case, placeshwban provide these assets through distinctive
forms of locally co-operative competition shouldrbech less at the mercy of mobile capital, and of
the potential for getting caught up in ‘races te thottom’, than where local firms are each self-
sufficient. In this context it seems to be the wrlsgale which matters most — though this may be
narrowly or more broadly conceived depending onpidagicular activity involved. Hence this kind of
argument provides some of the strongest reasoref@ving that cities/metropolitan regions can now
represent crucial assets (rather than liabiliiesjheir national economies.

6. Labour markets figure strongly in this pictunece they involve some of the key cross-over
processes between the economic and social dimensfairban performance. Most obviously this is
because, in conjunction with local education systetimey influence the particular configurations of
human capital which are available locally (in terbwth of specific skills and more generic, ‘softer’
qualities) and how flexibly these can adjust tdtstg demands. But it can also be because labour
mobility between related kinds of business is dithe key ways in which ideas are transmitted/cross
fertilised and networks of trust and co-operaticandeveloped between firms.

Moving beyond the conventional wisdom

7. Taken together, these steps represent realga®grot only in revaluing the potential of
cities in developed societies, but also in develgph base for the kind of knowledge required to
secure effective urban resurgence. But it is orthase, with a couple of major limitations which dee

to be first recognised and then addressed:



e it is practically useless unless we can translait®@e a much more concrete appreciation of
what particular levers are available to make a dé&rence to particular places — and have
the will to use these over the long-run; and

« it may give a misleading impression that (sustadirdtcess in both social and economic
terms is readily achievable, without having to fapeto hard choices.

8. The notion of ‘social cohesion’ - as a shorthaay of indicating all the various respects in
which social relations within particular places ¢arcreasingly) make a difference to their economic
performance - may be more of an obstacle tharimthdaaking these further steps. There is a real
temptation (within a new conventional wisdom abgqalicy for cities) to see this as actually
representing some single kind of quality which pcan develop in order to simultaneously remedy
the shortcomings of markets in terms of both samitomes and economic performance (Gordon and
Buck, 2005). At one level this may be helpful inilding consensus, but at the same time it can
obscure real and difficult issues, since within tinean policy arena uses of ‘social cohesion tylyica
seem to refer to one or more of four quite sepai@ments :

* Fairness in the distribution of rewards/condition$fe;

e Connectedness with others and across urban society;
e Social order — and individual security; and

« Some sense of collective identity.

9. Clearly these do not necessarily go togetherdandot always fit straightforwardly with the
dictates of competitiveness. For example one UKlystreported that of six plausible channels
connecting aspects of cohesion at a local levea tstronger competitive position for the cities
concerned, only one (via educational outcomes)eatiyr appeared to be of practical significance
(Gordon, 2005). There are also radically differaefgions of what are the most appropriate
combinations of connectedness and social orderetwre urban competitiveness, with Putnam’s
(2000) version of social capital implying more faassociations and a more recognisably suburban
set of shared social norms than Florida’s (200@yamtly bohemian cities. In the literatures onairb
environments favouring successful innovation, thare similar tensions, with contrasting models,
each of which might actually be optimal for diffeteypes of product and business (Gordon and
McCann, 2005). In the labour market too there arssibns between the values of flexibility and
stability, with higher rates of turnover in moreXible (highly connected) labour markets possibly
discouraging investment by employers in trainintivéty (Brunello and De Paolo, 2004; Brunello and
Gambarotto, 2004). There can also be major cosflicithin any one of the elements we have
distinguished — for example one group’s connectsslf@r social capital), within the labour market fo
instance, may often actually generate disconneetxalusion for others.

10. To recognise the relevance for economic as agefocial goals of issues falling under the
umbrella of ‘social cohesion’ (or of social capitar inclusion) is then only an entry point to
understanding the issues that have to be facedhand#ind of actions that do (or do not) have a
potential to advance these goals.



1. Building an under standing of urban labour markets
1.1. The need to understand

11. The labour market is a really central arenaaftiiressing competitiveness, cohesion and the
ways in which these intersect at an urban scateéhfee main reasons.

12. Firstly this is because paid work is the key source dfi legbnomic resources and of social
status/identity in modern societies — for indivitydior households, and collectively for commurstie
The concentrations of deprivation characteristic@ie areas within virtually all major cities very
largely reflect direct unemployment, under-emploginar the knock-on effects of these on the ability
of residents to sustain long term domestic relatijps (Wilson, 1987, 1997). The strength of this
connection between work and social well-being heanbsignificantly reinforced in the recent past
through the development of active labour marketcpd. How urban labour markets function has
thus become even more critical to addressing issliegquality and social exclusion in cities.

13. In purely economic terms, evidence about tprifitance of variations in employment rates
across whole metropolitan areas — which are thevaet units in this context — is somewhat mixed.
Across all 65 of the leading metropolitan regioms OECD countries, varying degrees of
underemployment are estimated to account direotlyabout 15% of the variation in levels of GDP
per headl Achieving comparably full employment in each béin would thus significantly reduce
disparities in output per head. If this took tharicof a levellingup, overall output and income levels
would be significantly raised. Very large differescwould, however, remain because of the larger
variations in labour productivity across these oagi

14. The picture is actually quite different in tieee continental groupings of urban regions. In
the Far Eastif.Japan/Korea) where productivity variations are propnately very much greater,
the effect of employment variations appears to égligible. In North America also it is modest:
removing disparities in under-employment betweertroneegions would only reduce those in GDP
per head by 4% (since at metro regional scale @tesnployment seem generally high and do not
vary greatly). The situation is quite different Europe, however, where varying degrees of
underemployment appear to account directly for at866 of the variation in levels of GDP per head
across the major metropolitan regions. In facthe® measure of underemployment, among European
metropolitan regions only the Dutch city-regionsrevaloing better in 2000 than the least fully
employed of the North American metropoles.(Montreal). Many old industrial and southern regions
in Europe (and some in Japan/Korea) actually hees af underemployment which were at least twice
as great (4 times in the case of Naples). Beimy iout of paid employment is, however, only a part
of the issue, and variations in the quality of wehlkat people can get access to, and are qualified t
perform, in different cities will be picked up imqaluctivity levels. These do appear to be signifita
higher in those cities with less under-employmémtugh causal connections can be expected to run
in both directions i(e.,from higher productivity to fuller employment, aselMvas from fuller
employment to higher productivity).

2 These estimates are based on original data 80 2®m the OECD territorial database (as published
OECD, 2004, Tables 1.1 to 1.4), with adapted esémaf underemployment in each metro region
including both open unemployment among labour forobembers and associated inactivity
(representing concealed unemployment) among pemisEide the labour force. Estimates of the
latter group were derived from regressions of gradtivity rates on local employment rates (with
coefficients separately estimated for the threentioental’ groups of regions) and country dummies
(intended to capture national variations in agecstire and cultural traditions with respect to wWork



15. Secondly in all the processes around paid work — recrmyitimotivating, developing
controlling — economic and social factors are deéplertwined, so that information, expectations,
identities, stereotypes and so on all play crucidés alongside hard-headed calculations about
productivity, turnover and pay. All of these midig seen as aspects of ‘social cohesion’, though th
processes involved can be many and various, inguadnore/less appropriate patterns of socialisation
in relation to employers’ expectations; prejudicditudes to particular ethnic, gender, class @nd/
age groups; real effects of past work (and non-Wwbigtories and perceptions about these. There are
obvious implications of such factors for the ackment of social goals, but also potentially for a
city’s competitiveness via its ability to developdaeffectively mobilise an appropriately skilled,
motivated and flexible labour force.

16. Among the key contemporary issues here isaheffectively integrating members of all the
various ‘new’ immigrant groups which have flowedtointhe major cities of OECD countries
(especially those in North America and Europe) ssitie late 1980s. In Europe, at least, the earlier
1960s/70s waves of immigration had been to a sotistalegree pre-managed, by combinations of
major employers seeking direct recruitment andheifrtnational governments. In the context of a
more flexible, post-Fordist economy, and a worlthwhore intra-national conflicts and much greater
access to international communications, this hdasbeen the case. And flows themselves are now
much more diverse (culturally, ethnically and innmte of skills). The major cities are natural
destinations for these kinds of movement, with Lam¢for example) experiencingreet inflow from
abroad of about 100 thousand per year since teel880s. In some cases this is explicable becduse o
a city’s demands for specialist labour and therm@®onal orientation of its businesses. In otliensis
been boosted by the presence already of smalllr ssenmunities from the same origins. But it also
reflects generally attractive characteristics @irthuirban labour markets, including a relative opess

and flexibility (reflected in higher turnover andcruitment rates) as well as the sheer scale and
diversity of the employment opportunities which ¢enaccessed there.

17. The conditions for integration should be gobdnt both from an economic and a social
perspective, but some groups face particular olestao their full participation in the host city’'s
labour market. This may be partly because of spetssues about language or recognition of
qualifications. But it is also because of the kinofs ethnically-related inequalities still facing
established minorities, coupled with specific legaktacles associated with arrival as an asylum
seeker, ‘visitor switcher’ or other statuses withtarmal rights to work. For such reasons, among
London respondents to the UK Labour Force Survaiie@end of 2003, we find that fewer than 25%
of working age migrants who had arrived since 18@0n the main origin countries for asylum
seekers were actually in work, as compared witluab0% of those from other Third World countries
and 75% of those from advanced economies (Gordah,&1004). These new international immigrant
flows offer a potential elasticity of labour supplhich is welcome in cities which have been losing
population. And, significantly, Beauregard (200dparts that US cities which have traditionally been
open to immigration were significantly more likely experience resurgence (in his terms) during the
1980s and/or 1990s. But it is far from clear #uaygthing like the full benefits of such flows irbaur
market terms can actually be counted on to bezexhlin practice, without some attention to the
various impediments currently standing in the wakis is still a grey area for research, but it
illustrates the real importance of the intrinsigabcial dimensions of urban labour market openatio

18. Thirdly, the range, flexibility, openness and depth ofanrlabour markets are potentially the
most crucial asset that cities have to offer, liotthose who live and those who run businesses.ther
Analyses of urban economic performance find humapital availability as the most consistent
predictor of, for example, population growth (Glekesnd Shapiro, 2001). Proportionately larger
stocks of highly qualified workers in major citiedth a specialisation in high order services migtt,
course simply reflect their capacity to draw intsumrkers for these well rewarded jobs from across
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wide national and even international fields, rattfem as an indicator of the cities own success in
developing talent. Florida (2002), however, argtleat their attractive power is not simply a
consequence of the available opportunities, bierateflects a capacity of particular places (nigtab
the more diverse major cities) to offer the sorbpén, tolerant environment in which creative peopl
tend to thrive, both socially and economically. €er too has shown that initial salary differerees
insufficient to account for the drawing power of jaracities for the highly skilled, arguing that (in
addition to consumption opportunities) expecte@enprogression, and hence faster earnings growth,
Is a central factor, which he attributes to thdipalar way in which big city labour markets furarii

The key is that such cities offer not only the kimfdjobs in which ambitious workers can develop
scarce skills but also - given the competitive ratf their labour markets - particular opportugsti

for workers to capitalise on these, by moving amfrone employer to another (Glaeser, 1999; Glaeser
and Marc, 2001). Firms might be expected to réBist but for specialised jobs in service actastit
may be impossible to prevent workers from acquisogh assets if they are to perform effectively.
And firms choosing to stay in high turnover aggloations will hope to gain as much (or more) as
they lose from such mobilityln the UK, this model is consistent with the famnilcharacterisation of
London as an ‘escalator region’, promoting upwaodiad mobility among the qualified young
workers that it draws in (Fielding, 1991; Buck &t 2002), though comparable processes are not
evident in other British conurbation$n more specialised cities, labour market proces$disis kind
may be crucial to the development of distinctivembiation of skills required to underpin
competitive advantage.

1.2. The obstacles to understanding

19. Urban labour markets are crucially importaeintfor the development of cities, in ways that
cut across the divide between social and econonaicegses - though they cannot be counted on to
satisfy the various dimensions of ‘cohesion’ anthpetitiveness simultaneously. And policy-makers
are clearly very well aware that they have to pégngion to them. But this is rather easier shiht
done, and practitioners as well as researchers leameed — both from study and from experience —
that this is a very complex arena in which to ofgerdfectively. There are basically two reasons fo
this, both of which involve rather contradictoryachcteristics of urban labour markets.

20. Thefirst of these relates to their character as very pawdrtit quite peculiamarkets On
both the demand and supply side of these labouketsmpeople adjust strongly to all kinds of change
and interventions which ignore this are very urilike have the intended results. This can be #sec

at a macro-level, as when it is assumed that uremunt figures represent a simple measure of the
gap between labour supply and demand, and thuseafdale of action (for example of job creation)
required to fill that gap, or that part of it whids regarded as unacceptable, from either a
competitiveness or a cohesion perspective. Intipggdhe hole always seems to take very much more
to fill it than this calculus suggested, becauseioelements of supply and or demand respond to the
intervention in ways that require more. One fagsothat demand ‘leaks away’ to other areas (or
perhaps more realistically, supply ‘leaks in’), ascommuters or new migrants respond to
opportunities newly created by public interventioruch adjustments have probably been going on
all along, which is why the immediate ‘gap’, inrtex of numbers unemployed, tends not to be nearly
as large as the shocks which gave rise to it irfithieplace. But there may also often be asymieetr
-of a seemingly malign kind - such that the ‘adjugtmarket responses operate more strongly in the
upswing and in circumstances of expansion thaheémdbwnswing, particularly in the context of large
numbers of involuntary job losses occurring in &eaay slack labour market. In this case, with a
stronger ‘leakage’ being stimulated by the remediabsures than by original job losses it may well



take creation of several times as many jobs inrticpéar area to undo the local effects of a given
original job loss (Gordon, 2003; Gordon and Tur2d05).

21. Unforeseen consequences may also follow, fikerasimilar reasons, in response to more
micro-level kinds of intervention. Thus actions laild economic capacity on either or both the
supply and demand sides of the labour market mag hauch of their expected effects off-set through
‘displacement’. On the demand-side, businesseshndnie assisted to improve their competitiveness
may well succeed in part through taking local maskeres from established local enterprises. iBhat
really a product rather than labour market issug.dimilar kinds of displacement can be expected in
the labour market, in response to supply-side actg when training or employability programmes
boost the capacities, and hence the competitiveepofvsome, currently less-advantaged member of
the local labour force. Because this is an intetiea in an active market, not simply a step toward
filing a (measurable and exogenous) ‘skill gap’case of ‘skill mismatch’ these work very largely
through enhancing the competitive performance ofiesindividuals within a labour market, which
may be in large part local. Though the effectsutthaot be actually zero-sum, since some real
additions have been made to usable human capigafatt is that some others’ competitive prospects
will have been weakened in the process — unletiziparticular context there is an especially alast
demand for this kind of labour. In the worst cagesticularly when supply-side interventions are
effectively targeted at some specific segment eflébbour market where demand is not particularly
elastic, the effect may well be an almost zero-&imd of ‘churning’ among the target group and thei
peers (cf. Sunley et al, 2091 At best, the overall effects may simply be sabsally less than hoped
for. Butin any case there is a need to take serious account of the market context, and howlgupp
and demand may reasonably be expected to adjasparticular situation if there are to be realistic
expectations of effects, and design of reasonaisi-effective initiatives.

22. On the other side of this contradiction is thet that labour markets in general are quite
peculiar kinds of market, because of the heterdgersnd self-consciousness of the particular
commodity in which they deal. Employment practitesre to be adapted, in one way or another
(depending on circumstances) to the sheer diffjcoftevaluating what capacities and productivity a
worker will actually deliver and designing circumstes to enhance the chances of them doing so
effectively and reliably. A consequence is — aardtw (1972) pointed out long ago — that a large: par
of the labour market operates not on a simple madleprice competition’, where the cheapest
satisfactory workers are hired (with floating wagésit rather on a version of ‘job competition’ whe
those who are perceived to be most suitable armiited from among those responding to an
advertisement offering a fixed salary.

23. This has many consequences, including a laole for stereotyping, signalling and
subjectivity in key processes, and the importanfcguantity signals in terms of the availability of
discrete opportunities. But a particularly sigrdiit effect is the process characterised by Reder
(1964) as ‘bumping down’, whereby in a slack labmarket unemployed workers may effectively
‘price themselves back into’ a job not by renegottaa particular wage, but by stepping down a tier
in the market and successfully presenting themsehgethe (qualitatively) best candidate for a job

% This phenomenon has been widely noted in relatdhe UK’s New Deal (programme) for Young Peojblet
whereas Worth (2005), for example, presents therfihg trap’ as a consequence of insufficient
value being added to the capacities of those paghiough the programme, Sunley et al relate it
more to a deficiencies in the local opportunityusture which also need attention. The competitive
emphasis in the argument presented here — andogeekln the next section - however, implies that
neither the causes of the problem nor appropriltgisns to it are to be found within a specifidosu
market, but are liable to reflect (qualitative) eremployment across large parts of a local (or
regional) labour market.



which has always attracted a lower salary. Thioisé best kind of adjustment process (from a neo-
classical perspective, which would prefer flexiblages) effectively minimises the wastage of human
capital during such times and places, by concentrainemployment among those with the least
desired talents at the bottom of the market, whendlingness to take wage cuts would not get ryearl
enough of them into work in a part of the markejuagng a gross excess of supply. The problem —
beyond the inequity of the way in which sufferisgdistributed — is that it may be not nearly ag/eas
to reverse this process when demand starts to eecav when supply-side interventions have
upgraded the capacities of a proportion of thodaeabottom of the market. This is admittedly aot
very sophisticated model of market behaviour, amadrude in its assumptions about wages, but it
does actually capture some very important aspetctthe issues facing those addressing under-
employment in some core parts of metropolitan megjioln particular, it highlights the fact that the
are crucial market processes which need to be dedh, vout not ones which can be understood
simply in terms of price mechanisms.

24. Thesecondiension stems from a very obvious diversity withivan economies and labour
markets, both in terms of activities/occupationd gpatially, combined with the fact (not alwaystqui
S0 obvious) that everything is connected to evamgtelse, by a complex of indirect paths, as well a
the more evident direct connections. Neither efdtraightforward text-book approaches of:

« either treating ‘the’ labour market as though it was ed€ully integrated, effectively
singular and homogeneous;

e or as though it comprised a set of identifiable andasgble sub-markets for particular
categories of job in particular ‘labour market’ ase

25. actually works in this context. So there isegd to understand on a more empirical basis
quite how strong connections and differences dgtaaé in particular cases and situations, and work
through the implications of these.

26. Arguably, this is an important characterisfi@lblabour markets, but viewing them spatially
does make a difference, since it becomes evidatit th

* regional contexts have a major effect on outcomes;
e some places are more isolated or less well conthéleta others; and

* no sub-market is ever closed to commuting and ragrdlows, which are by no means fixed but
rather respond to spatial shifts in the pattersugply and demand.

27. Similar observations might be made in relatmthe structure of occupational sub-markets,
where there are similar relations of proximity,the sense that it is easier for workers to switch
between some sets of ‘nearby’ jobs than betweeearstiith more radically different requirements
and entry criteria.

28. But in the context of big cities what is espigiimportant — and indeed characteristic — is
that there are extended areas across which thardasse overlay of sub-markets. At the microlleve
each individual worker and/or each employer mightben as at the centre of a kind of sub-market (or
field), representing the area within which they Woexpect to find a job or a recruit for their jobs
More realistically perhaps, this view might be apglto each residential neighbourhood and/or
employment centre, with fields varying in size agtiing to the types of job and worker involved.
These fieldsare likely to represent the market context within whiadividual parties think they are



operating, and may reasonably be seen as reflespatal constraints on their individual ability to
adjust to changes in the pattern of opportunitiag. since, particularly in and around major cities,
these fields overlap with a number of others, iectireffects arise, via vacancy (or displacement)
chains — as when a job (in one field) is filleddoworker who has a current job (in another), legan
vacancy to be filled by a worker who has a curjeht(in yet another), and so on, until a job in the
chain is filled by a long term unemployed workes @ties have turned into metropolitan regions with
decentralisation of both jobs and people to ceries®nd the original suburbs, the potential forhsuc
chains to diffuse the impact of supply or demandngjes a long way from their origin has clearly
become very great, at least in principle. The teal, as to how far afield this goes, has to be an
empirical one, however — for example by examinimg degree to which labour market outcomes in
one place are actually determined by supply/densduiits in the immediate vicinity, in the adjacent
ring, or a whole series of others beyond that. titidh studies, at least, the evidence from such
analyses is that the effective labour market asale very extensive, stretching well beyond the
bounds of the city (or even OECD-style ‘metropalitagions’), and in London’s case embracing most
of South Eastern England (Gordon, 2003).

29. This kind of observation has some very obvipadicy relevance - or perhaps more
accurately some obvious implications about thddauwance of particular kinds of policy seeking to
relate urban economic development to social cohes@pecifically, it implies that there may belditt
advantage in targeting job promotional initiativepecifically at those areas where improved
employment rates are required, if there are lestlycalternatives elsewhere within the extended
metropolitan labour market area — since the impaotdd be much the same. And, in a context where
economic development initiatives are largely uralesh on a bottom-up basis, it suggests that the
temptation for many areas, in and around citieseaoh promote such initiatives to address local
concerns over employment opportunities, may notplininvolve wasteful forms of ‘zero-sunv’
competition but actually produce very little advage for workers in the winning areas (even if there
are gains for local landowners). An understandifighis implication should make localities much
more willing to co-operate in the pursuit of intetgd economic development and employment
policies across the metropolitan region.

30. This is actually far from a novel argument (se Cheshire 1979) and strong evidence in
support of it has been available in the UK sincdeast the 1980s, without apparently having had
much impact on either central or local policy. 3@econtinually return to an emphasis on the
employment benefits of locally targeted regenerapmjects. There may be a variety of reasons for
this, possibly including the fact that the taskr@$olving the underemployment issue in major cities
seemsmore tractable if it can be addressed on a talgkteal basis. But there are two kinds of
evidence which are commonly (and repeatedly) preduic defence of this approach. The first is that
there are typically strong and persistent concéatra of under-employment (and associated kinds of
deprivation) to be found in particular parts ofast whether in actual ghetto areas, in other iitgr
localities, or in more peripheral social housingjects. Sometimes these are actually close ts afea
major job loss, or maybe far away from areas ofwjndan relevant employment opportunities. But in
any case the existence of such concentrationsyhaedims consistent with the proposition that there
are highly integrated metropolitan labour marke®s, this would be the case, were it not for thet fa
that such integrated markets still produce verjediint outcomes for different types of people, and
that those in the weakest position in the labourketatend also to be in the weakest position in the
housing market, and consequently to be concentratgdite specific areas with the kinds of housing
to which they have access. Hence, unsurprisirgflydies have shown extremely high levels of
correlation between the spatial pattern of undeteympent within metropolitan regions and the
residential distribution of those with charactécst— in terms of class, ethnicity, marital status,
education, occupation, health, housing tenure etcwhich are known to be individually
disadvantageous in job competition.
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31. The immediate upshot of these arguments abeunergl characteristics of urban labour
markets is that neither text-book theory nor evayy@xperience (within particular parts of this
system) is much of a guide to telling us either twhayoing to be a problem, or (still more) what is
going to be effective by way of intervention. Tieasonable implication is that policies need to be
grounded in hard empirical research of a fairlyrssficated kind, grounded in the kind of general
understanding of urban labour market processeswthahave just outlined, and applied to specific
local situations and the circumstances of differgrdups within these markets. But, at a more
strategic level, there are already a series okquléar policy-relevant conclusions that can bevdra
from the more general analysis, and from existingal and regional studies undertaken within this
framework. It is to a short summary of these thattwn in the next section of the paper.

2. Some gener al lessons from urban labour marketsresearch

32. The very large body of policy-related resedrom the last decade or so on general labour
market initiatives clearly has some implicationglreg urban scale. In particular active labour miarke
policies (as reviewed by Martin, 2000) commonlyuiegg some implementation at the local level —
ideally integrated in ‘one stop’ offices linkingetim to local opportunities. More specifically, suah
the use of ‘profiling’ for early identification afew claimants at risk of longer term exclusion from
employment, have particular, distinct implicationglaces with different employment structures and
histories. Understanding their applicability to tmerticular challenges of making city labour masket
work more effectively (whether in competitive orhesive terms) and/or to resolving the particular
problems of under-employment in some metropolitagians requires a different kind of analysis,
however, attending particularly to the kind of issudiscussed in the last section. Here we shall
concentrate on the broad implications of thosatlfirin relation to some simple general principles,
and secondly in relation to some of the kinds dgfoacwhich are more likely to have a significant
impact at this scale.

33. The first of the simple principles is that:

(a) Big problems normally have big (often long termu€as and will take (at least) equally Big
Action (often similarly long term) to resolve.

34. This seemingly banal piece of common senseahzerticular relevance at the urban scale,
because of the fact that spatial (sub-nationalpuabmarkets are characteristically open-labour
markets, with the potential for strong adjustmetatsoperate through migration and commuting.
Unless there is an obvious immediate cause foqdiberia then, it is to be expected that signifita
disparities in employment outcomes between plaeeg. higher unemployment) reflect either an
equilibrium differential produced by continuing tprierm differentials in competitiveness (e.g. in
terms of employment growth rates) or the structuealdue of large scale past changes the bulk of
which had been absorbed through spatial adjustméntsither case, the scale of the forces which
created the problem (and in the first case areirging to reproduce it) are likely to be substdhtia
greater than the currently visible problem suggestghe current problem is really one of demand-
deficiency, the required response in a spatial ualbmarket is not going to be simply a one-off
stimulation of demand (however large), which willeatually all get absorbed by migration and
commuting shifts, but raising of the long term raié growth (underpinned by a shift in
competitiveness) relative to other parts of theonal economy. If the current issue is one of stmad
unemployment — involving a larger part of the loleddour force who are personally disadvantaged in
competing for jobs, wherever they happen to bedesgi— as a residue of past periods of demand-
deficiency, the corresponding requirement would dmenething like the maintenance of a full
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employment pressure of demand for a broadly eqemigderiod. The point is that a serious approach
to such problems at a metropolitan scale involves:

35.

uncovering the forces which have acted to createnthover whatever period they have
operated;

recognising that it is going to take an at leastiveagjent scale of action (maybe substantially
more) to reverse their impact; and

making an appropriate commitment to pursuing tlmsaocontinuing basis, and adopting
realistic expectations both as to the likely sadlenpacts and the period over which action
would need to be sustained.

The temptation is to believe that ‘clevernesthe exercise of reasonable intelligence — can

get round this. But where the basic problems aentative ones (e.g. shortfalls in labour demand
in relevant human capital) the most that can beefidipr on this count is avoidance of waste of
resources.

36.

A second related principle is that:

(b) Although problematic outcomes (i.e., symptoms)caramonly concentrated around specific

37.
that:

(©)

sub-labour markets (among particular areas, groapsl occupational categories) the basic
causes will often not lie ther@his also follows from the expectation, and evideribat in
spatial labour markets adjustment processes avegstbut this time in a more local context
(within metropolitan regions) where there is an rexaronger presumption that internal
disparities in supply-demand pressure ought toegjatinated. In the spatial case, where
strong concentrations of under-employment are fanngarticular sets of localities within a
metropolitan region, the most general explanatiothat this pattern reflects social/structural
unevenness in the labour market rather than gebig@pones, with under-employment
simply concentrated where the least advantaged/ettne groups live. These might in
principle be exacerbated by local spatial extetiesliin the labour market, if (for example)
residents in areas of concentrated unemploymerg fugther disadvantaged by a weakened
local access to informal channels of informatiorowtbjob opportunities. In practice,
however, available evidence about such effects esigghat they are weak relative to the
direct effects of individual characteristics ascimditioning labour market competitiveness.
The implication is that the effective causes oforsly spatial concentrations of under-
employment lie not in the areas concerned, butéorabination of: disparities across groups
in marketable human capital; discriminatory pragicin the wider labour market; and
shortfalls in the pressure of demand for labouhataggregate level across the metropolitan
region. Beyond this, the bumping down processeanmthat inter-group disparities in
competitiveness may also reflect wider forces, esific the context of deficient demand) they
serve to translate rigidities in mainstream labmarkets into unemployment for groups at the
bottom/margins of the market.In such cases it is unlikely to be effective to camtrate
remedial action around these sub-labour marketsexample by increasing the efficiency
with which they work.

Thirdly, the degree of connectedness of elesnithin metropolitan labour markets implies

Targeting job growth or supply-side initiatives kég on particular sub-labour markets etc.
is not generally a solution to the ‘effort’ problenTargeting has been a very strong theme
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38.

within labour market policy initiatives in receneachdes both in cities and outside, for a
combination of good and less good reasons. Amogrgetitreasons has been the danger of
substantial deadweight when public funds end uidiging activities or placements which
would have occurred in any case, or where theyymednflationary outcomes by enhancing
demand in markets already experiencing capacitystcaints. A rather more general
consideration has been evidence that untargetédtiviés on any sizable scale have proved
relatively expensive (in terms e.g. of cost pel jobcause effects get spread across markets in
most of which there is no problem. An underlyindidfeis that, if there are problems of
structural unemployment, it must be because thezegeoups and sub-markets which are
effectively disconnected from the mainstream, inchitcase it should be possible to achieve
proportionately greater effects (within affordaltledgets) from initiatives by concentrating
efforts and expenditure there. In the case ofiapi@rgeting of demand-side initiatives, the
counter to this is the evidence that the sub-markidttargeted areas are by no means
disconnected, but rather leaky buckets, from whackery large part of the benefits get
dispersed as most (worthwhile) jobs end up witho(gger) contenders from outside the area.
In the case of targeting supply-side initiatives garticular groups in weak labour market
positions, the problem is rather the reverse, tterte are too few knock-on effects beyond the
immediate low-end sub-market, with the major oveedect being to produce intensified
competition for opportunities within that sub-matke

While all these principles tend to suggesti{aps a bit negatively) that there are no easy

options in dealing with under-employment issuesripan labour markets, the same lines of analysis
do suggest that there are particular policy apgresiavhich should be especially worthwhile (if not

easy):

)

Equal opportunities policies.Analyses of the incidence of unemployment within
metropolitan regions, both across individuals acrss areas, shows strong associations with
many different individual characteristics, rangipgfween those which seem to be obviously
related to productivity and those which seem ndido At one extreme would be educational
qualifications and (maybe) the skill charactersiid a past job. At the other extreme would
be ethnicity which, when all such characteristieseh been controlled for, seems likely to
reflect the kind of prejudicial discrimination farhich more direct evidence can still be found
in experimental studies. Between these extremea Beries of attributes, including factors
such as (in the British case) marital status, gendge, housing tenure etc., where the
connections with productivity are unclear, and ¢hisralso a strong potential for prejudice to
play a substantial part in the ‘job competitionopess. As Duster (1995) has argued, the
significance of such factors seems to have beenstaoftally increased with
deindustrialisation, since in many service actdgta worker’'s social identity seems to matter
much more than it did in manufacturing. Thesedeciare strongly associated with spatial
concentration of underemployment, as well as wittrerfundamental ‘cohesion’ questions
about fairness of allocation of opportunities. Aad was noted in the last section, there are
important issues about the effective integratiomef immigrant flows, which also underline
the importance of a vigorous application of equada@tunities policies in metropolitan labour
markets. The issues may, however, generally baueh of class and age as the traditional
dimensions of ethnicity and gender, and certainlyoive questions about the allocation of
training and promotion opportunities as well agngiand firing.

Sustaining a strong pressure of demand across ipaitan regions. There are two
important points here. The first is simply thatiwéffective integration of the sub-markets of
more local areas, the scale at which the aggrdmmence of supply and demand actually
makes a real difference (even for those at theotvo#nd of the labour market) is no smaller
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than that of the metropolitan region — and probdibader in some cases. The second point is
that strong demand does not just directly involvieetter use of available labour resources
with less underemployment, but is also a condifamlabour markets to operate effectively.
Slack demand is the context which produces bumgavgn and therogressiveconcentration

of underemployment (and thence effective excludimm the labour market) among the
weakest groups so long as it persists — a hysterdisalso serves to discourages the mobility
between employers which is the basis for metragolitegions particular flexibility, and a
major motivator for on the job human capital depebent.

iii)  Minimising risks of large scale redundancVhere is evidence of a substantial asymmetry in
adjustment processes particularly in spatial laboarkets. Specifically it appears that the
effects of employment growth get most effectiveigpagrsed, with availability of identifiable
job opportunities and vacancy chains stimulatinggration and commuting. Forced job
losses, on the other hand, appear to produce th&eskadjustment responses, particularly
when large and in the context of already depretssalr markets. The implication is that,
other things being equal, job preservation can n@akeoportionately greater contribution to
mitigating underemployment at a metropolitan sdhlegn can stimulation of employment
growth. All is not equal, of course, and theraibad track record in several countries of
efforts to save collapsing firms, in which good regrends up getting thrown after bad. Crisis
responses typically make for bad policy. But aldsihe context of such extreme cases and
situations, the principle is a good one, namely thasonable actions to reduce the risks of
possible future large scale job losses — partisularhere these might be caused by
governmental failure are more likely to be more tiwahile than efforts to boost employment
levels.

iv) Promoting upward mobility at all levels in the wimice. The point of departure here is the
evidence that in the wake of periods of deficiesrdnd, the effects of bumping down may
not rapidly get reversed, so that there is both eavgsive tendency to (qualitative)
underemployment within the workforce and an ovescling of entry-level sub-markets
which slows re-absorption of the (quantitatively)daremployed. In ordeboth to raise
productivity and employment rates it is appropriditen to encourage movement ‘on up the
car (as in a metro train with congestion around tfoorways), rather than concentrating
human capital development initiatives heavily oostn currently out of work (to give them
access to the ‘doorway’). In the highest segmehthe labour market where vacancies are
habitually filled from much wider labour marketbgtcase may be weaker, but in principle
action to encourage upward mobility right throudte toccupational hierarchy are to be
encouraged from this perspective. This argumentpbements the case which Nativel (2002)
makes for broadly-based initiatives to ‘upgrade #kdlls of incumbents’ and ‘enhance
movement up job ladders’ among the low qualffieler concerns are primarily with
stabilising the position of individuals, both fohast-term job retention and against risks
presented by any future downturn in activity. Theéeiest here is broader-based and more
directed at the aggregate issue of how crowdingheflower tiers of employment can be
reduced (which obviously has a bearing also onviddals’ chances of retaining jobs in a
downturn. But much of her analysis of possible apphes and issues in promoting an
upgrading strategy, and the relevance of the urbzale for implementation has direct
relevance to this too.

* In the exploratory phase of a current OECD progectupgrading the skills of the low-qualified.
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v)  Securing adequate levels of educational achievearanig the mass of the local population
in relation to the requirements of worthwhile joimsthe local economy.The relevance of
formal educational qualifications to effective mgrhance in a large proportion of mainstream
jobs may be questioned. And, in the UK at least leygys, who increasingly seem to
emphasise their need for ‘soft skills’, are uncleldout their importance for non-graduate
kinds of job. But they are one of the few objeetkinds of information readily available to
recruiters, especially for younger people and tivase have not already occupied particularly
responsible positions. And, lacking at least somaimal level of achievement clearly
increases individuals’ chances of being out of wayla substantial margin. In cohesion terms
at least this is clearly an important priority argoarban policies with labour market
relevance, while below the level where jobs aledifrom national labour markets, the stock
of reasonably qualified locals is liable to be gnfficant competitiveness factor.

vi) Attending to specific instances of demonstrable iatelligible market failure This seems
rather a catch-all category for a list of ‘partedy worthwhile’ approaches. But there is,
firstly, a general point to recognise about thdialifty of judging in the context of real,
diverse and interconnected urban labour marketsrevlivtervention would actually be
worthwhile and appropriate — so the market failiest is a caution. However, secondly, there
are situations in which a prima facie case of tiisd can plausibly be identified, and
potentially checked with local information. OnecBuexample involves the issue of who (if
anyone) takes responsibility for the training aodialisation of high turnover positions in
activities with relatively weak quality competitioms may (for example) be the case in
independent tourist hotels in centres where thedétie dependence at that level on repeat
business. In such cases there are both compagtgeand cohesion cases to be made for
some form of intervention (perhaps in this caseingpection/grading as much as a training
initiative) to identify and counter these specrharket failures.

Conclusion

39. The rediscovery that ‘cities matter’ for theoeomy, especially in a world of intensified
quality-based competition, has clearly been lintee@nother rediscovery, about the interweaving of
‘social’ with ‘economic’ factors. A shorthand fohis is to talk about a mutually supportive
relationship between ‘social cohesion’ and ‘contpatness’, though this begs a lot of questions abou
which particular aspects of cohesion (or competitess) are involved in particular instances, how
strong the links actually are, and whether theeerat hard choices of priority to be made among
these. To apply these ideas usefully to urban yaljoestions — including those in the crucial
‘crossover’ field of the labour market — we neeavtark with clearer concepts and firmer models.

40. Urban labour markets are one of the key asdatisies (and particularly of successful ones)
for reasons — including their flexibility and dig#ly — which also make them rather complex to
understand. At least a basic understanding of tsendtive ways in which they function is vital,
however, for urban policy responses to either egio@r social concerns to have positive rather than
negative effects. In particular these need to meiseghow strongly markets are integrated, both
spatially and structurally, within metropolitan m@gs. Recognising these characteristics does not
make effective intervention seem easier, or suggesicularly ‘clever’ alternatives to a sustained
commitment of effort in addressing key issues afaramployment — which are particularly evident in
a number of the metropolitan regions of Europeamb@ countries of OECD. The analysis suggests
important limits in this context to the value oftitly targeted approaches, together with the ldck o
local employment advantage from uncooperative ldeaklopment policies.
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41. Emphasis on the interconnectedness of markads the role of ‘bumping down’ in
depressing labour productivity as well as employnrates points to at least one policy context in
which competitiveness and cohesion objectives negrly coincide, in prioritising encouragement of
upward mobility across the whole labour force, adlwas the maintenance of a high pressure of
demand at the metropolitan region level.
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