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Abstract

The purpose of this paper is to present the characteristics of the city in the
knowledge era. In the knowledge era, we argue that a successful city assumes the
role of: A) knowledge hub, because large cities host high tech industries, higher
education and research institutions, knowledge intensive business services (KIBS);
B) consumer hub, which generates consumption, especially of an intangible nature
such as services, culture, entertainment, products which spread culture and
knowledge (e.g. fashion and design products). This paper aims to provide a
conceptual framework to understand the key-factors - implicit and explicit - useful
to the development and success of the city.

Keywords: Large Cities; Knowledge Management; Consumer-Hub; Knowledge-
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1. Global Economics, Knowledge Management and the Role of Large Cities

Economic-social scientific research that considers our cities shows that, in
knowledge economics and global economics, the role of large cities is destined to be
consolidated because they become command and control centres in the context of
global networks (Sassen 1991).

In modern economics, urbanisation tends to strengthen and to become strongly
concentrated (McKinsey 2011); empirical evidence therefore invalidates the
theories that pointed to the gradual dissolution of the large metropolises, and
therefore of all agglomerative phenomena, as a result of the expansion of IT
networks (Madon, Sahay S. 2001; Castells 1989, Evers, Gerke, Menkhoff 2010).
We are also seeing strong urban changeability, in the sense that the situation
regarding top cities changes with the entrance of new cities, primarily in the South
and Southeast corners of the world.

The cities that develop in the knowledge age are those that are ‘at the service’ of
the two aspects of a dematerialised economy, in other words the dematerialisation
of production and the dematerialisation of consumption. The dematerialisation of
the economy is highlighted by the growing significance of knowledge as the key
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factor of a company’s manufacturing processes (Levitt 1976; Gershuny, Miles
1983; Brondoni 2010). Dematerialisation is also evident in consumption models, in
the sense that a growing part of available income is destined to the consumption of
intangibles such as services, culture, entertainment, products that incorporate
functional services or solutions (Lambin 2009), and cognitive artefacts (books,
CDs, DVDs, and so on) which spread culture and knowledge (Rifkin 2000).

The model of the industrial city is designed to disappear, because of the strong
geographical dispersion of manufacturing activities in the context of the corporate
value chain. Globalisation has also accentuated this phenomenon, postulating new,
flexible forms of organisation (Brondoni 2008): following the enlargement of their
competitive and operating space, companies typically relocate their manufacturing
activities where comparative cost advantages are to be found, while highly
knowledge-intensive support activities are maintained in geographical spaces that
simplify knowledge-based production.

As a result, the ‘top’ cities are locations that ‘draw together’ knowledge-based
companies that control dematerialised, highly knowledge-intensive manufacturing
processes, and operators who serve the vast demand for intangible assets that is
concentrated in large metropolitan areas (Carrillo et al. 2010). In other words, the
city’s function in the dematerialised economy is focused on filling a dual role, i.e.:
as a centre of knowledge creation (knowledge hub), and one that draws together
companies that offer intangible consumer products (consumer hub).

2. The City as a Knowledge-Hub

Knowledge Management studies have emphasised the role played by the city in
knowledge production, supporting the hypothesis that knowledge-based companies
try to locate themselves in large urban conurbations. Carrillo (2004) coined and
uses the concept of ‘knowledge city’ to identify a metropolitan area which — like a
manufacturing system — is able to simplify the creation of knowledge.

Various efforts to analyse corporate decisions unanimously recognise the
strategic significance that metropolitan areas of national and global importance
acquire as the chosen locations for knowledge-based companies. Urban
development is fuelled by the location decisions of knowledge-based companies,
i.e. high tech companies, Knowledge Intensive Business Service (KIBS)
companies, the Corporate Headquarters of multinational corporations or even
branches of large companies with advanced functions (for example, Research and
Development, planning, marketing, etc.). Knowledge-based companies pursue
concentrated localisation processes, unlike companies that produce ‘operational
business services’ (rental services, maintenance, call centres, low added value IT
services, etc.); the latter tend to be disseminated in the territory where demand
exists or cost conditions are more competitive (Turok 2008).

For example, large companies, which are often organised in groups, adopt a hub-
and-spoke structural and spatial configuration; the units responsible for
coordinating strategic decisions and for managing the sources of competitive
advantage are located in large metropolitan areas, while other units, which carry
out activities that are not strategic or are linked more directly to the company’s
operations are dispersed in ‘peripheral’ areas, where it may be possible to find
resources at a lower cost, or where demand is stronger. The attraction of large
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metropolitan areas for knowledge-based companies can be traced back to
economies of agglomeration that produce synergies and interdependence (in terms
of relational capital) between units with a high knowledge content and other more
qualified activities, which are naturally located in vast metropolitan areas. These
include higher training, research and development (universities), some
complementary knowledge-based services, financial brokerage, national and
international public institutions and existing IT networks. One essential condition,
if the city is to emerge as a knowledge hub, is the presence of scientific and
technological research centres and qualified training centres, specifically because
of the recognised importance of the human factor. The role of universities becomes
central because they provide the dual function of research and training, and trigger
positive fallout in the territory. One absolutely indispensable factor is that of urban
‘mobility’ and, above all, access to and from other global hubs.

The urban development of cities, particularly the larger ones, depends on the role
played by spatial contiguity and the interaction between knowledge-based
companies and the wide range of advanced services available in the central
business districts of large metropolitan areas, to transfer non-coded knowledge,
which is an essential part of these companies’ distinctive competencies, and also
requires face to face contacts. In spite of the growing availability of increasingly
advanced communications tools, which have helped to reduce the impact of
physical distances between economic parties (Krugman 1998; Storper 1985), direct
contact between human beings is still a primary and relatively irreplaceable source,
because a significant part of competitive advantage, and knowledge transmission is
still anchored to tacit transfer models that are simplified by contiguity.

3. The City as a Consumer-Hub

In the knowledge age, the development of large cities also appears to be linked to
the fact that people prefer to live in the city and/or take advantage of the city.

Although the cost of living tends to be higher in a city than in a smaller town, the
existence of a higher class of services to the individual (from entertainment to
advanced training, from shopping to personal healthcare) and the presence of urban
and intercity transport infrastructure significantly raises the standard of living and
improves the perceived quality of life.

Urban centres are defined as consumer cities, in other words as hubs producing
services for the consumer (Glasier, Gottilieb 2006) or as entertainment machines
(Clark 2003);

The greater density that is created in the city supports forms of cultural
consumption and entertainment that are provided by the availability of museums,
restaurants, cinemas, theatres, concert halls, and sports centres. These facilities all
have high overheads, so they can only be sustained in the presence of the huge
critical mass of demand found in large metropolitan areas.

Vast quantitative demand is concentrated in the city and, as we all know, services
for the individual are created where demand exists. What is more, the residents of
large metropolitan areas show a greater propensity to consume these improved
services than the residents of smaller towns (Glaeser, Gottlieb 2006; Turok 2008;
Jones et al. 2006). On one hand, the residents of large cities are offered cultural
facilities close to their homes, a fact that stimulates the exploitation of these
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services, while on the other, the average cultural level of people who live in
metropolitan areas tends to be higher than that of people who live in suburban
areas or small towns, as does their income.

Consumers in large cities are not only the residents; they also include commuters,
external users of the city like tourists, users of advanced services to the individual
(e.g. commercial and leisure services, healthcare) and businessmen.

This increases the critical mass of demand for these services. In line with the
central place theory, (Christaller 1933), its role as an attraction increases as the
city’s hierarchical value increases. In other words, the higher the critical mass of
services delivered to the individual, the greater the city’s capacity to attract
consumers.

The great vitality of cities as consumer hubs has been guided by the location
decisions of companies that manufacture ‘opportunities’ for intangible
consumption (obviously in addition to the urban structure and town planning
policies). These occasions have acknowledged the city as the privileged location
for their ‘servuction’ (service production) which is connected to the unitary process
of production-consumption of certain services. Cities thus become an
agglomeration of manufacturers that are positioned in the higher part of the
pyramid of personal income.

The development of the role of consumer hub seems to coincide with the
development of large multinational organisations in the fields of retailing,
entertainment and leisure concerns (Jones and Hills 2002), and the hotel industry.
These companies, which operate on a vast scale all over the world with an eye to
standardisation, try to find in the individual locations where the service is
delivered: i) large catchments of users; ii) similar users (businessmen, congress
audiences, metropolitan consumers, etc.), that all cities attract indifferently all over
the world, quite unlike small towns whose populations seem to be intrinsically
linked to their native environment.

In some cases, cities change their physiognomy. Although the urban and
territorial aspects of structural conformation cannot be generalised, ever since the
1990s, numerous organisations have been relocating to suburban areas — for
example in business centres created by restructuring abandoned former industrial
areas — to allow downtown areas to be exploited as consumer hubs. The centres of
large metropolitan areas are increasingly populated by companies that are at the
service of residents, and by people who prefer to ‘live in the city but work in the
suburbs’ (Glaeser, Gottlieb 2006). The downtown areas of large cities take on a
similar conformation that becomes standardised in large metropolises; they all have
the same global malls or megastores of large global brands, which replicate their
successful ‘servuction’ system all over the world. These city centres are then
surrounded by suburbs and new ‘edge cities’, or districts specialising in specific
functions, that accommodate advanced service sectors activities and the homes of
knowledge workers (Turok 2008; Benninson D., Warnaby G., Medway D. 2007,
McKee D.L., McKee Y.A. 2004).

4. Knowledge-Workers and ‘City Demand’

The role of the consumer city and the knowledge city are connected.
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In the past, London, NY, Tokyo, Singapore, Sao Paulo, etc. — in other words the
world’s leading global metropolises — have all been productive cities (ports,
commercial and/or industrial centres) or administrative centres (for example the
capitals of certain emerging countries). However, these cities were not dedicated
exclusively to a pre-existing dominant mono-culture, but have succeeded in
evolving to reflect the transformations imposed by knowledge economics and
global economics. Because of the changes to the levers that underlie competitive
advantage, which have driven global companies to delocalise their manufacturing
activities, they have become the headquarters of multinational corporations, the
point where corporate activities with a high added value are concentrated, and
strategic centres of advanced services, and they thus acquire the role of a
knowledge hub.

But the ‘business’ function that is present in these cities is also connected to the
function of consumer hub, because they become consumer cities and entertainment
machines. The dual role of consumer hub and knowledge hub that the city acquires
in the knowledge economy is best expressed by a metaphor: the city can be
depicted as a Knowledge Harbour (Edvinsson 2006), a port through which ‘talents
and knowledge’ pass, in other words people who are stores of knowledge and who
work to produce knowledge. These people are known as knowledge workers and
they form the creative class (Florida 2002). Knowledge workers are employed by
the knowledge-based companies in the urban hub and they move where there are
good prospects for a good quality of life. International studies that have examined
the location decisions of high-tech firms (Malecky, Bradbury 1992), have revealed
that the factors deemed most important for the ideal location of these activities are
linked to the presence of environmental amenities that can fuel the quality of life.
Florida (2002) maintains that the economic development of a region or a city is
guided by the location decisions of the creative class, which prefers ‘different
locations, that are tolerant and open to new ideas’, according to the model of the
three T’s (Technology-Talents-Tolerance). The capacity to create a context that is
favourable to creativeness leads to the activation of virtuous circles, because ‘talent
attracts talents, shaping a density or cluster’ (Edvinsson 2006).

The creative class expresses a specific ‘city demand’.

Knowledge workers want a city that can stimulate creativity and invention, while
it guarantees a very high quality of life thanks to a combination of evolved
services. It is the knowledge workers, who constitute the key productive factor in
the dematerialised economy, that generate much of the demand for intangible
assets, because of their high cultural level and, often, higher available income
compared to workers in manufacturing industries and in services with a low
knowledge content. They can be defined as knowledge citizens (Carrillo 2004;
Yigitcanlar et al. 2007). Boosting the role of the knowledge hub therefore
stimulates the growth of consumers of intangible assets that are produced in the
metropolis itself. What is more, the concentrated presence of companies and
activities that produce intangible assets raises the perceived quality of life in the
city, thus making it more attractive to more qualified knowledge workers and,
consequently, to more competitive companies. We must take into consideration
that numerous companies which are at the service of intangible assets are in turn
creative companies, highly knowledge-intensive, which employ growing numbers
of knowledge workers (for example design companies, publishing companies,
event organisers, etc.).
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The following figure (Figure 1) depicts the dual role played by the ‘knowledge
city’, identifying the players in the creation of the hubs and the crucial role of the
knowledge workers who are both players (producing knowledge) and consumers
(spending on knowledge assets).

Figure 1. Dual Urban Role in the Intangible Economy

The Knowledge City

KNOWLEDGE-HUB
University, Headquarters,
Large Firms, Hi-Tech
KIBS Firms, Research
Centers, Science Parks

CONSUMER-HUB
Retailers, Creative Firms,
Amenities (Museums,
Theatres, etc)

As we have said, the success and development of the urban phenomenon is the
outcome of the location decisions of highly knowledge-intensive companies, which
prefer the ‘knowledge atmosphere’ that is created in metropolitan areas thanks to
the physical proximity of other similar companies and advanced consumer classes.

As a result, in the knowledge economy, it becomes important for balanced, long-
term development, that urban governance should be capable of guaranteeing the
dual role demanded of the city.

o One very clear example of the need to achieve this balance is the
(negative) case of the city of Pittsburgh. The steel city has succeeded in
converting its economy to the advanced service sector and has become
the home of a prestigious university (Carnegie Mellon University) in the
field of IT systems. There has apparently been a successful inversion of
Pittsburgh’s DNA, from an industrial city to a knowledge hub. The
problem is that the city does not currently look attractive in terms of the
quality of life, with the result that there is a brain drain of talents to
other destinations.

On the other hand, after the industrial or port crisis that has affected them, several
Italian cities have set out to reinvent themselves as consumer hubs. These cities,
definable as hypermarket-cities, offer value for money that is unbalanced for their
populations, and they have gradually lost knowledge workers, because they are full
of services with a low added value, which gradually impoverishes the vitality of
the town.

In other terms, ‘the most globally competitive cities are almost always those in
which the men and women who generate a city’s intellectual resources are offered
professional and personal surroundings that can reasonably ensure their health
and safety’ (PWC 2011).
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5. Development Factors of the ‘Knowledge City’

Literature, primarily in the knowledge-management world, has addressed the
issue of the definition of factors leading to the development of knowledge cities,
identifying strategic and infrastructural factors (for example, political support,
urban planning, financial and economic incentives) and operational factors (the
existence of wi-fi networks, universities, and city promotion sites) (Carrillo 2004;
PWC 2005; Ergazakis et al. 2009; Yigitcanlar et al. 2010). In the light of the above
considerations, and in an attempt to classify the most significant factors, a city’s
success in the knowledge age can be said to be the result of a mix of (Figure 2):

a) implicit factors of development of the city towards activities with a high
intangible content;

b) explicit policies for the development of the city as a knowledge city.

In the case of a process triggered by implicit factors, the city is essentially a
knowledge city, as a result the spontaneous location of businesses and players that
produce knowledge. Urban development is therefore primarily anchored to the
location decisions of companies that identify a good knowledge atmosphere in a
given city.

Figure 2. The Development Factors of Knowledge Cities

Implicit development factors

Explicit promotion policies

knowledge | ¢ Knowledge-based ePromotion of knowledge-based
hubs agglomerations companies

e Manufacturing specialisation | e Creation of knowledge hubs
in  high-tech  sectors or
creative industries

o University excellence | e Access compared to other
(performance) and | international hubs
university-company links e ‘Knowledge city’ brand and

e Geographical position of the | policy of city images
city eUrban governance: Strategic

e Transport networks plan, City managers, etc.

e Quality of the city (training; | eOrganisation of large events
healthcare and public | eDigitalisation of services
services; transport, etc.) eTown planning policies (new

e Size and multi-ethnic | districts for knowledge workers)

consumer- | character of the city
hub ePresence of museums and
cultural/leisure facilities

ePresence of large companies
producing services for the
individual (hotel, restaurants)

In the case of a process guided by explicit policies, on the other hand, the city
becomes a knowledge hub, because explicit policies to promote it as a knowledge
city are inherent in its city governance. In this regard, management theory has
recently proposed Knowledge Based Urban Development (KBUD) as a
planning/management tool used to promote the development of knowledge cities
(Yigitcanlar et al. 2008).
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Implicit and explicit development factors have been extrapolated by literature
that focuses on cases of successful metropolitan areas (Edvinsson 2006; Ergazakis
et al. 2009; Yigitcanlar et al. 2008; Carrillo 2004; PriceWC 2006).

Some cities have developed primarily on the basis of explicit policies to raise the
profile of existing facilities: Barcelona, Turin, Oslo, Gothenburg, Amsterdam,
Melbourne (PWC 2005).

o ‘The vision of Barcelona in 2015 is that of a city characterised by
the following: a) an economy based on the development of a value-
added and innovative culture depending on the growth of new
industries: audiovisuals, design, etc. b) new uses of transport based on
the improvement of mobility; c) an education system that can guarantee
proper training for our human resources, having notably reduced the
number of school leavers by improving the social standing of teachers
and increasing their participation in school administration’ (PWC
2005).

Other cities, which have always been included in global ranking for the
spontaneous existence of implicit development factors, have adopted explicit urban
promotion policies in terms of ‘knowledge cities’, in order to boost their
competitiveness and that of the country system that they are a part of, but also to
develop in harmony with other neighbouring town centres.

In the latter case, London, which has always implicitly been a knowledge city
and in the top group of centres, has recently adopted explicit policies, making the
process of city governance increasingly consistent and unitary. The city is the
subject of precise, explicit policies to enhance its role as an advanced services
centre and a destination for tourism and cultural consumption, which will make
London ‘the UK’s only global city’ (HM Treasury 2008; Centre for Cities 2011;
Turok 2008).

o ‘The pressures that London and the City of Westminster in
particular face are not unique, but it has to be acknowledged that it
does share particular characteristics and challenges with a small group
of world cities including, among others, Tokyo, New York and
Shanghai. The council has always sought to forge partnerships and
learn from the experiences of others and recently carried out a ‘peer’
review of its performance with Baltimore, USA. It has also undertaken
the Global City Management Survey with 42 other cities to identify
common interests and best practice in managing global cities” (PWC
2005).

The case of New York, which will maintain its position in the global urban
hierarchy, even in the forecasts for 2025 (McKinsey 2011), is particularly
interesting. New York’s current and future success is the result of a mix of factors
related both to the history of a number of activities that are strategic for the global
economy and their roots in the urban economy, and to explicit policies to raise the
city’s profile.
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As we all know, New York City is a command centre and knowledge hub, which
specialises in finance and the production of business services (PWC 2011). The
urban system of research and university services is very advanced, with 89 higher
training institutes that include two of the best U.S. universities (Columbia
University and New York University). The system attracts students from all over
the world, who represent a catchment of knowledge workers for local companies
and the urban economy. In addition, New York is a centre of creativity, in other
words of production linked to culture, entertainment, communications and the
media: Time Warner, NBC, Disney ABC, Forbes, and Sony all have headquarters
in the city of New York (Currid 2006).

o With reference to the explicit policies, the mission statement of the
city of New York regarding the various profiles of city users is, for
companies: ‘Working and growing your business in the world’s
financial capital’; for residents: ‘Living and playing in the City that
never sleeps’; for tourists: ‘Experiencing all the excitement the Big
Apple has to offer’; for the relationship between the city and the
Administration: ‘Accessing city, state, and federal government
(www.nyc.gov) .

In order to boost its role as a knowledge hub, investments to promote innovation
are consistent and the universities themselves promote new enterprise through
financing and incubator networks. What is more, the system of services to business
seems very complex, like the supports that are designed to welcome new
entrepreneurial realities:

o ‘Our Administration is committed to making sure that we continue
making New York City an even more inviting place to do business. Our
five-borough economic development strategy is designed to attract and
retain businesses and stimulate job growth by making the City more
livable, more business friendly, and more economically diverse ... we
are making our City an even more attractive place to live and to work.
New York City Economic Development Corporation (NYCEDC) helps
companies locate real estate and development opportunities, access
capital, and reduce energy costs and taxes’ (Michael R. Bloomberg,
Mayor of the city, www. nyedc.com).

We point out that the attraction of businesses — typically from the advanced
service sector — is irrevocably linked to the enhancement of the quality of life and
the role of consumer hub, an essential requirement to attract talents that constitute
the propulsive factor of urban development:

o ‘What makes New York City great is that it welcomes talent. It
rewards talent, it celebrates talent, it nurtures talent, it encourages
talent and, therefore, it attracts talent. ....And people of extraordinary
talent get attracted to it because talent likes to be with talent, and it
spreads through everything”’ (PWC 2011).
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New York is a true consumer city and entertainment machine, which is why it
attracts new talents.

It is not only the capital of fashion because it is a styling centre and trend setter,
but also the world’s main fashion retailing market, because all the main fashion
brands are represented in the city’s streets. Empirical data have shown that, in spite
of the economic crisis, the big retailers (fashion stores and eating places belonging
to global chains) have continued to expand their presence in every urban district of
New York. For the 280 big retailers assessed all over the world, from 2009 to 2010
there was a 4% increase in the number of points of sale (from 6595 in 2009 to 6859
in 2010). Brooklyn, in particular, expanded intensely in 2010 (Center for an Urban
Future 2010). We must also point out that numerous programmes encourage the
promotion of the city as a consumer hub, through the promotion of widespread
entrepreneurship: the New Business Acceleration Team (NBAT) programme offers
consultancy for the creation of new consumer services in the city and 4600 services
were supported by the programme in 2010-2011 (www.nyc.gov/nbat).

There are numerous cultural, sports and entertainment opportunities which means
that the perceived quality of life is very high, like the city’s very image. In spite of
the global economic crisis, New York’s attraction persists even as a tourist
destination, and the hotels recorded room occupancy rates above 90%, increasing
prices by an average 10% to 15%. (www.econpost.com).

6. ‘Bipolar’ Megalopolises: Global Emerging Issues

The perspective adopted in this article implicitly associates the Urban World with
progress, high tech, well-being, consumption and increasingly with luxury.

However, we must not overlook a critical aspect that is related to the process of
urbanisation: the intense poverty that exists ‘on the margins’ of large global cities,
particularly those in the new emerging countries.

There is a term that sums up this critical aspect: the ‘slum’ or shantytown, a
concentration of shacks often put together using waste materials, on the outskirts of
large urban agglomerations. In recent years, the development of these slums has
been studied by sociologists, politicians and economists, as well as by global
humanitarian organisations.

o ‘Almost 1 billion people, or 32 per cent of the world’s urban
population, live in slums, the majority of them in the developing world.
Moreover, the locus of global poverty is moving to the cities, a process
now recognised as the ‘urbanisation of poverty’ (United Nations
Human Settlements Programme 2003).

Since 1970 the growth of the slums has exceeded the growth of urbanisation.
This trend, which was typical of large South American cities (for example the
‘favelas’ di Sao Paulo), is also reflected in the current urban migration processes
that lie behind the expansion of the new Asian and African megalopolises. These
megalopolises become ‘bipolar’, with a more ‘advanced’ side and a much more
extensive, albeit less visible, degraded side. The population that is concentrated in
the slums, attracted to the metropolis by the prospect of greater urban well-being, is
not affected by it, in fact, if anything, it is marginalised.
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o Thus, the cities of the future, rather than being made out of glass and
steel as envisioned by earlier generations of urbanists, are instead
largely constructed out by crude brick, straw, recycled plastic, cement
blocks and scrap wood’ (Davis 2006).

This reflection, regarding the existence of a ‘hidden face’ of the Urban
World, poses some important questions regarding the social and
environmental sustainability of the model of the large global metropolis, and
the role which urban governance, individual national systems and global
organisations can play to create better balanced conditions of urban
development.

In such a critical framework, we also have to examine the possible roles
(and responsibilities) of the companies whose organisational and location
decisions have triggered the process of urban migration, and all that implies.
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