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Cities drive economic growth in high-income countries, creating hubs of innovation and
generating an outsized share of national wealth. But, increasingly, we see signs that the
benefits of urban economies are not broadly shared among city residents. Income
inequalities are on therise, especially in our largest cities—but such disparities only tell
part of the story. Poverty persists despite gains in productivity, and economic mobility
appears blocked for many urban residents. Recent protests in cities across high-income
countries have drawn attention to these problems, highlighting the structural barriers

vulnerable groups face and the instability of the status quo.

Underlying these protests is a sense that a growing share of the urban population does not have a
fair chance to succeed—that vulnerable groups are being kept out of the jobs, schools, and opportunities
they need to move up, leaving them stuck in poverty for years or even for generations. This is more than
economic inequality—it’s economic exclusion. And it not only jeopardizes an individual’s chance for
success, it also threatens the health, stability, and cohesion of cities and undermines national prosperity.

In this brief, we explore what economic exclusion is and describe some strategies that cities have
put in place to combat it. City leaders are responding with well-known solutions and innovative new
approaches, and they are rethinking the ways they govern around issues of exclusion. We also suggest
ways in which information technologies can open up new possibilities for creating more inclusive and
open urban economies.



What Is Economic Exclusion?

Economic exclusion is a multidimensional process in which particular groups are prevented from
participating fully and equally in the economic life of their city or metropolitan area. It occurs when
people experience acute economic disadvantage over an extended time and results in an inability to
improve one’s economic circumstances or enable one’s children to escape them.

We use the word “exclusion” to call attention to the actions of private and public institutions and
structural forces that perpetuate disadvantage and privilege. Economic exclusion differs from income or
wealth inequalities, which can result from and are symptoms of exclusion. Communities of color,
immigrants and refugees, and women are particularly affected by exclusion.

Knowing how cities struggle with exclusion can help us identify targeted solutions. We analyzed
economic exclusion in eight cities in high-income countries and found four main dimensions of
exclusion.’

1. Labor market exclusion makes it hard to get a job because of discrimination or the changing
structure of the labor market. Exclusion from the labor market is likely to increase in the future
as employers in the growing knowledge economy seek skills that vulnerable workers do not
have.

2. Poor-quality jobs have stagnant low-end wages and unpredictable hours, lack job security, and
offer limited-to-no-career pathways. Poor job quality is widespread and growing across high-
income countries, and globalization and technological advances may further erode wages and
job security at the bottom.

3. Economic vulnerability is exposure to financial risks. Economically vulnerable households lack
assets to protect themselves from financial emergencies, such as a job loss or a health crisis.
And the social safety nets that should support these households are inadequate or have
weakened in recent years.

4. lIsolation from opportunity occurs when low-income people and minorities live in
neighborhoods without access to jobs, good schools, health care facilities, and public spaces.
Economic segregation, where the rich and poor increasingly live in separate neighborhoods,
appears to be on the rise in most large cities.

These dimensions are distinct and may vary by degree across cities, but they also influence and
reinforce each other. For example, stagnant wages and job insecurity (features of poor-quality
jobs) make it difficult for families to save money or secure stable housing (features of economic
vulnerability).

Economic exclusion in cities stems from a deep legacy of disadvantage that continues today.
Segregation keeps residents of poor neighborhoods isolated from jobs and deprived of decent housing,
schools, and services. Discrimination in housing, employment, and financial services prevents people of
color and immigrants from moving up the ladder and improving their lives.
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Recent trends are reinforcing exclusion and making it more widespread (box 1). After the global
recession, many high-income countries slashed public spending, which strained public services,
weakened safety nets, and cut public-sector jobs. Growing demand for urban housing, transportation,
and services are widening affordability gaps in many cities.

In the labor market, many traditional middle-skill jobs have been lost to automation and
globalization. By 2020, advanced economies could have a surplus of over 32 million low-skilled workers
(Dobbs et al. 2012). In addition, reliance on contingent labor and the so-called “gig economy” is growing
fastest in cities, creating new opportunities for self-employment but also shifting risk from employers to
workers and decreasing job security and benefits.

In Europe and the United States, migration and demographic changes have created competing
demands between entitlement spending for an aging population and social spending on an increasingly
diverse younger population. Moreover, anti-immigrant sentiment and a growing sense of economic
instability are pitting vulnerable groups against each other, a problem that has become particularly
acute with the refugee crisis in Europe.

What Are Cities Doing to Address Exclusion?

Despite these challenges, there is cause for optimism as momentum is building to overcome economic
exclusion and improve opportunities for excluded groups. The negative effects of the global recession
generated widespread frustration with rising inequalities and broad demand for changes in financial
systems. New and influential research has helped reframe exclusion as a problem that hurts economic
growth and has consequences for everyone, not just those at the bottom—making it an economic
imperative for cities to overcome exclusion (Piketty 2014). Research has also focused attention on the
importance of place in shaping life outcomes (Chetty and Hendren 2015). The private sector
increasingly recognizes that it has a role to play, and some employers have made moves on their own to
improve job quality and access for low-income workers. And across cities in high-income countries,
movements and protests opposing exclusion have grown, spurring action.

Many city leaders are building off this momentum by doubling down on well-tested solutions, such
as apprenticeships to improve workers’ skills and connect them with jobs, subsidies that preserve
housing opportunities in gentrifying areas, and enterprise zones that offer tax credits and other benefits
to encourage employers to locate in distressed areas (box 2).
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BOX1

Exclusion by the Numbers

Even after the global recession, unemployment remains high in rich countries and real wages are
stagnant or declining. Part-time and contract work is becoming the norm, especially for urban youth.

= Across cities in high-income countries, roughly 20 million people, or 8 percent of the labor
force, were unemployed in 2010.2

= Real wage growth in high-income countries has declined to almost zero in recent years and
remains well below precrisis levels (International Labour Organization 2015).

= More than half of all new jobs across Organisation for Economic Co-operation and
Development (OECD) countries since the mid-1990s have been in nonstandard work, such as
contract or part-time jobs, which now account for about a third of total employment (OECD
2015b).

= Morethan 40 percent of employed young people in OECD countries are in part-time or
contract jobs (OECD 2015a).

= Onaverage in high-income countries, workers face a 5 percent chance of losing their jobs. This
ranges from over 12 percent in Greece and Spain to less than 3 percentin Japan.b

The urban poor, especially immigrants and racial and ethnic minorities, have insufficient safety nets
and are vulnerable to economic shocks.

= The average relative poverty rate across OECD countries in 2010 was 11 percent, up 2 percent
since the mid-1980s (OECD 2014).

= Nearly half of US households report that they either could not cover an emergency expense
costing $400 or would cover it by selling something or borrowing money (Board of Governors
of the Federal Reserve System 2015).

= |n 2013, more than 60 percent of low-income renters in large US cities were severely rent
burdened—meaning that they spent half of their income or more on housing (Capperis, Gould
Ellen, and Karfunkel 2015).

Concentrated poverty is high and economic segregation is growing, especially in large cities.

= The number of people living in concentrated poverty in the US nearly doubled between 2000
and 2013, when it reached 13.8 million people—the highest figure ever recorded (Jargowsky
2015).

= Twenty-five percent of African Americans and 16 percent of Hispanic Americans live in high-
poverty neighborhoods, compared with just 8 percent of their white counterparts (Jargowsky
2015).

= Residential segregation by income has increased in 27 of the 30 largest cities in the United
States over the past three decades (Fry and Taylor 2012); and economic segregation has
sharpened in 12 of 13 recently studied large European cities since 2000 (Tammaru et al. 2015).

?Urban Institute analysis of unemployment data from OECD Metropolitan areas database,

https://stats.oecd.org/Index.aspx?DataSetCode=CITIES.
®“OECD Better Life Index: Jobs,” Organisation for Economic Co-operation and Development, accessed March 11, 2015,
http://www.oecdbetterlifeindex.org/topics/jobs/.
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BOX2

Major Established Responses to Economic Exclusion

Labor market exclusion Economic vulnerability
= Jobtraining and apprenticeships =  Charitable aid
= Work supports = |ndividual development accounts and

matched savings programs
=  Subsidized and transitional

employment programs =  Financial literacy and coaching
= Equal opportunity laws = Homeowner assistance
Poor-quality jobs Isolation from opportunity
= Small-business assistance = Community reinvestment strategies
= Enterprise zones = Housing subsidies and vouchers
= Labor standards = Inclusionary zoning and exactions
=  Local hiring ordinances = Transit-oriented development

Some city leaders are going beyond established solutions and experimenting with new approaches,
either by choice or necessity. Austerity measures, declining tax bases, and increased demand for
services are driving many cities to innovate to make better use of resources and improve efficiency.
Some city leaders realize that established solutions typically address only one dimension of exclusion
and more comprehensive approaches can have a deeper impact. As a result, outdated bureaucratic
structures and strict divides between the public and private sector are giving way to new forms of
governance that can address exclusion more efficiently and across its several dimensions.

One promising trend is a shift from competition to collaboration at the regional level. With an
explicit emphasis on inclusion, local stakeholders are partnering formally and informally to address
issues—such as housing, transportation, and infrastructure—that spill across jurisdictional lines.
Minneapolis—St. Paul recently adopted a new method for distributing federal transportation dollars that
considers the region’s spatial and economic inequities (Metropolitan Council 2014).2The Chicago
Regional Housing Initiative brings together public housing authorities, mayors, and civil society leaders
from across the region to lift barriers to housing mobility and provide more low-income families with
the opportunity to live in communities with good jobs, schools, and transportation options.3

Where national governments are failing to address aspects of economic exclusion because of
political gridlock, city leaders are taking matters into their own hands by filling gaps with local laws and
programs. Many cities in the United States are passing local laws to improve job quality and access,
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including raising the minimum wage, offering paid family and sick leave, and banning employers from
asking applicants if they have a criminal history.4 In Europe, where national governments have not met
growing demand for immigrant services, several cities have created local integration policies and
coordinated service centers for new immigrants (Gebhardt 2014). In each case, city leaders are
venturing into policy domains traditionally reserved for higher levels of government. Some of these
local actions have “trickled up” to influence state or national policies. For example, after mayors of
several cities in Spain banded together to create a network of “safe cities” for refugees, the Spanish
government eased national restrictions on refugees.5

Some cities are developing integrated solutions that are explicitly designed to address jobs,
economic security, and the housing needs of excluded groups simultaneously. Several cities in the
United States, including New York City, Philadelphia, and Richmond, have created antipoverty agencies
that coordinate programs, collect better data on social outcomes, and raise supplementary funds from
public and private sources to support effective poIicies.6 In Europe, the Leipzig Charter and Europe
2020 strategy explicitly call for more spatially integrated strategies to reduce poverty and improve
economic inclusion. They have also generated new models of interagency, place-based programs, such
as the Socially Integrative City in Germany and the politique de la ville in France (Tosics 2015).

City leaders are also recognizing that they can no longer afford to assign all or most of the
responsibility for addressing poverty, unemployment, low wages, and segregation solely to the public
sector, so they are finding creative ways to enable the private sector to play a more robust role in
addressing exclusion. Public leaders are actively partnering with the private sector to identify skill
needs and help shape training programs or streamline licensing requirements to stimulate small-
business creation (Regulatory Reform Team 2015; Spaulding and Martin-Caughey 2015). In the United
States, community benefit agreements have linked private real estate development to the housing and
employment needs of residents in low-income communities (Musil 2014). Collective impact models,
such as the Strive Partnership, bring together public and private stakeholders to support pathways out
of poverty and improve student outcomes from “cradle to career” (Grossman and Lombard 2015).

How Can Information Technologies Spark Further
Innovation?

New information technologies yield increases in data-processing power and reductions in data-storage
costs that can unleash previously scarce and closely held information. These information technologies
have spawned countless innovations in business and commerce and are reshaping economies from top
to bottom in high-income countries. Some city leaders are using technologies, such as mobile phones,
GIS, and sensors, to improve basic urban management and service delivery through “smart cities” and
“civic technology” initiatives. However, these efforts are rarely explicitly designed to overcome
economic exclusion. The established and emerging solutions to economic exclusion described above
remain mostly “low tech.”
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New information technologies could spark innovation and drive new approaches to exclusion in
multiple ways:

Peer-to-peer technologies can open up job possibilities, enhance social interactions, and reduce
costs for transportation, credit, and basic services. Online communities of interest can allow dispersed
networks to exchange ideas for innovation, lend money to one another, and organize for change. Peer
lending has helped finance everything from small-business development to urban infrastructure. Social
media has amplified advocates’ ability to expose corporate abuses and endorse more inclusive labor
practices.

Big data and crowdsourced data can be tapped to drive efficiency and improve access to
opportunities. Some cities are starting to integrate and analyze the wealth of data they have across
multiple agencies, such as schools, social services, and the criminal justice system. With these data, cities
can better identify excluded people and communities, connect them to needed services, and improve
service delivery. Tech-savvy city administrators are relying on mobile technologies and open data
platforms to crowdsource information on urban services and planning—from pothole repairs to public
safety to disaster response. Likewise, the private sector relies on sophisticated, big data to maximize
productivity and profits. This capability could be incredibly powerful if leveraged to maximize a double-
bottom line that includes the workers’ well-being and the public good.

Information technologies also help reveal slack resources and excess capacity that can be shared or
repurposed to address exclusion. Houses, cars, and even time can now be shared in ways that create
new sources of income and reduce costs for expensive assets. Businesses and nonprofits have been
exploring ways to make housing and transportation more affordable and accessible through micro-
apartments and car-sharing programs. Cities are also thinking creatively about how to repurpose
underused properties to bring diverse residents together in a revitalized “civic commons.”

We highlight a few ways cities are beginning to tap into these opportunities in box 3, but much more
could be done. In arelated series of essays, we will explore how city leaders could channel these
features of the information economy to address economic exclusion across its four dimensions.

Information technologies and the tools they provide do not themselves generate solutions to
economic exclusion in cities; rather, they rely on social movements that continue to push for greater
inclusion. Therefore, the most potent applications will be the ones that empower the excluded, generate
new evidence about exclusion and its costs to society as a whole, and ease the path that city leaders
take toward effective interventions by making better use of existing resources and skills in their
communities.
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BOX3

Innovative Ways Cities Are Expanding Economic Opportunity

e InLos Angeles, the Shared-Use Mobility Center recently launched a car-sharing pilot project in
low-income neighborhoods that is designed to improve access to jobs and services for excluded
a
groups.

e InBoston, residents of the city’s Chinatown neighborhood can use a video game called
“Participatory Chinatown” to engage in the city’s master planning process, with a focus on
engaging youth and recent immigrants in shaping their neighborhood’s future (Place/Matters
2014).

e New York City is working with the SumAll foundation to use predictive analytics to anticipate
evictions and identify families at risk of becoming homeless in the near future.” NYC has used
similar “big data” approaches to anticipate and prevent prescription drug epidemics and
improve public safety.*

e Baltimore’s Digital Harbor Foundation converted an abandoned city parks building into
Baltimore’s first public “makerspace,” a free space with equipment and tools people can use for
their creative projects. Baltimore’s makerspace provides after-school programs and access to
3-D printers for low-income and minority youth.aI

e Philadelphia, with support from the Knight and William Penn Foundations, is repurposing
underused buildings and parks in transitioning neighborhoods to create a connected “civic
commons” designed to reverse growing economic and social segregation in the city.®

2“SUMC to Help Lead $1.6 Million Low-Income Carsharing Pilot in LA,” Shared-Use Mobility Center, July 24,2015,
http://sharedusemobilitycenter.org/news/sumc-to-help-lead-1-6-million-low-income-carsharing-pilot-in-la/.

b Kathleen Hickey, “City Mines Eviction Filings to Slow Homelessness,” GCN, February 13,2014,
https://gcn.com/articles/2014/02/13/new-york-homeless-data.aspxConclusion.

¢ Michael Howard Saul, “Mayor Moves Against Drugs,” Wall Street Journal, December 13,2011,
http://www.wsj.com/articles/SB10001424052970203430404577095033137451916; Stephen Goldsmith, “Predictive Tools for
Public Safety,” Data-Smart City Solutions, August 18, 2014, http://datasmart.ash.harvard.edu/news/article/predictive-tools-for-
public-safety-506.

d Tyler Waldman, “Can Digital Harbor Foundation Build a Brighter Future for Baltimore?” Technical.ly, December 9, 2014,
http://technical.ly/baltimore/2014/12/09/digital-harbor-feature-coy/.

¢ Kathryn Ott Lovell, “Five Projects to Transform Civic Spaces in Philly, Yield Lessons in Collaboration.” KnightBlog (blog), Knight
Foundation, March 16, 2015, http://www.knightfoundation.org/blogs/knightblog/2015/3/16/fairmount-park/.

Conclusion

Discontent about inequality, wage stagnation, unemployment, and dead-end work has grown in high-
income countries since the global recession. That unrest has helped build momentum to address urban
inequalities and improve opportunities for excluded groups. In addition to putting established solutions
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into place, stakeholders in cities are applying new forms of governance to improve access to good-
quality jobs, build economic resilience, and connect isolated neighborhoods to needed resources.
Information technologies can drive greater innovation if they explicitly address exclusion and are
supported by sustained public pressure for more inclusive and open cities.

Notes

1. Urban Institute researchers did an analysis of economic exclusion issues in the following eight cities: Brisbane,
Australia; Glasgow, Scotland; Paris, France; Stockholm, Sweden, and, in the United States, Boston,
Massachusetts; Houston, Texas; Los Angeles, California; and St. Louis, Missouri. In each city, we conducted
interviews with several local scholars, public leaders and practitioners, as well as conducted place-specific
literature review and data analysis on indicators of exclusion.

2. Rachel Dovey, “Transportation Funding Change Aims for Equality in Twin Cities,” The Works (blog), NextCity.
September 24, 2014, https://nextcity.org/daily/entry/minneapolis-saint-paul-equity-transportation-funding.

3. AlanaSemuels, “How Chicago Is Trying to Integrate Its Suburbs,” The Atlantic, July 17,2015,
http://www.theatlantic.com/business/archive/2015/07/chicago-regional-housing-section-eight/398798/.

4.  Amy Dean, “Washington has Failed to Enforce Labor Rights. Can Cities Step In?” AlJazeera America, August 3,
2015, http://america.aljazeera.com/opinions/2015/8/washington-has-failed-to-enforce-labor-rights-can-
cities-step-in.html.

5. lsabelle Piquer, “Spanish ‘Safe Cities’ Hope to Offer a Haven for Refugees,” The Guardian, September 15, 2015,
http://www.theguardian.com/world/2015/sep/15/spain-refugees-indignados-safe-cities.

6. J.B.Wogan, “Cities Launch Anti-Poverty Centers,” Governing, July 20,2013,
http://www.governing.com/blogs/view/gov-nyc-center-economic-ppportunity-cities-launch-antipoverty-
centers.html.
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development, and economic development topics, consistent with Urban’s nonpartisan, evidence-based
approach to economic and social policy.
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