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Two fundamental forces new technology and globalization are driving the
transformation to the New Economy, a process that began in the 1970s. Figure 1 shows
some important differences between the "old" and "New" economies.

Technological change is the first key force behind America's economic transformation.
One of the most striking features of the New Economy is the emergence of whole
industries engaged in the production and distribution of information. This change is not
confined to the growth of specific industries like computer equipment manufacturing,
software design, fiber optics, or communications media; it is increasingly found across a
wide array of business activities in every industry.

The second key force behind America's economic transformation is globalization,
evidenced by increasing international trade and cross-border investment. lnternational
trade has accounted for a rising share of national production for many years, in the United
States and most other advanced industrial countries. Many factors contribute to
globalization, ranging from relatively peaceful international relations since the end of
World War ll, massive technological change in communications and transportation, to
increasing recognition that longterm economic prosperity involves exporting goods and
services to markets beyond local and even national borders. The rise of international
production and distribution networks means that successful economies often have high
levels of imports and exports.

While technological advances and globalization of production and trade have been good
for economic growth, the exposure of many manufacturing industries all over the world to
international competition has led to significant industrial restructuring. Some of the most
prominent examples are the global success of the Japanese consumer electronics
industries, the recent rise of China as a major exporting nation, and America's success in
semiconductors, advanced business services, and recently, automobiles.

As global competition increased in the 1970s and 1980s, manyAmerican manufacturing
firms found themselves less competitive, leading to declines in both employment and
world market share. Today U.S. manufacturing has become far more competitive, but the
rules of the game have changed for American manufacturers. In the New Economy, U.S.
manufacturing companies increasingly make use of information and technology to develop
and build new, higher quality products, This requires innovating at every stage of the
production process, from design and engineering to distribution and service delivery. This
push for higher quality brings with it demand for higher skills and higher technology
resulting in higher "value-added" and higher incomes. In the New Economy, there is a
dynamic interrelationship between the information and services sectors and renewed.
competitive, U.S. manufacturing industries.

Metropolitan Regions: The Building Blocks of the National and Global Economy

In the past, policymakers looked purely at national statistics to measure economic
performance. Macroeconomics, as its name implies, focuses on the big picture, the
nation-state. However, today it is increasingly recognized that a fundamental building
block of national economic prosperity is the wealth and prosperity generated by
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between these related sets of businesses and between public and private sector
institutions. Close connections are fostered by geographic proximity of firms often located
within the same metropolitan region.

Groups of complementary firms and industries that settle together in the same place are
called lndustry Networks. In the U.S., most industry networks are located within
metropolitan regions. Metropolitan "clustering" gives the many individual firms within each
industry network diverse opportunities for close access to specialized suppliers, which
help increase speed and flexibility in responding to changing market conditions.
Metropolitan industry networks are the engines of groMh in today's regional economies. A
metropolitan region's ability to grow and prosper in the 21't century depends on its
capacity to shift to the New Economy by retooling to promote high value, knowledge and

information-based, technology and communications-intensive activities, within each
industry network.

lndustry Networks Drive Metropolitan Economic Prosperity in the United States

Economic growth and prosperity in America's metropolitan regions today are being
generated by 18 major industry networks, shown in Figure 2. A majority of all jobs in the
American economy are in these 18 industry networks. While industry networks take
different forms in each metropolitan region, across the nation they share similar patterns

of relationships among business firms.

Together, these 18 industry networks constitute 54 per cent of total U.S. employment.
They were defined by examining dynamic national relationships of the sales of goods and

services among major U.S. industries. The industries in a particular network are those that
share common suppliers and markets. They are also, by and large, those industries that
produce goods and services for export, either exporting within the U.S. between
metropolitan regions, or exporting internationally.

Industry networks mainly concentrate in metropolitan regions. The relatively high regional
employment and export orientation of network-related businesses and industries help to
fuel economic groMh and prosperity by bringing new wealth into metropolitan regions.

Examples of leading regional industry networks are Transportation Equipment in

metropolitan Detroit, including auto assembly facilities, parts manufacturers, and machine
tool suppliers: Financial Services and Printing and Publishing in metropolitan New York;
Electronics and Communications plus related Business Services in metropolitan Austin;
Entertainment and Tourism, along with Transportation and Trade Services in metropolitan
Los Angeles.
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decades. The abandonment of factories and resultant job losses in the nation's cities
undermined the vitality of some inner city neighborhoods, pushing residents and
businesses toward the suburbs.

The restructuring of American business to reflect the new global economy, combined with
the emergence of metropolitan industry networks, has brought good news for America's
cities. Their recent economic revival is based on much more than the general national
economic upswing during the past few years. Today, cities have come through two
decades of wrenching economic changes, emerging in a new and stronger position within
the metropolitan and global marketplace.

In America's New Economy of the 21't century, unlike the American economy of 50 years
ago, it no longer makes sense to divide cities and suburbs. Businesses are now closely
linked within metropolitan regions, forming industry networks that operate across city and
suburban boundaries. Within these industry networks, businesses have a variety of
specialized needs that can only be filled through the economic diversity of the entire
metropolitan region. Just as cities once grew by attracting businesses with their unique
combination of economic specialization and diversification, now metropolitan regions
perform the same economic functions. In this new metropolitan geography, firms within an
industry network may be spread throughout a metropolitan region, but particular types of
business activities tend to concentrate in certain areas. For example, development of
advanced financial instruments or fashion design is generally conducted in downtown city
offices, while "back office" data processing or basic manufacturing may occur in outlying
suburban locations within the metropolitan region. This wide distribution of economic
activity reflects cost differentials and access to skilled labor in different parts of a
metropolitan region, and recognizes the competitive advantages of concentrated,
specialized, and diversified business activities in central cities.

Cities play a series of essential roles as part of the larger metropolitan marketplace.
Suburban grovuth cannot take place without urban economic vitality, nor can cities
continue to thrive unless they are connected to metropolitan production and distribution.

Roles for Cities in the New Economy

Centers of lnnovation and Advance Services: Cities bring together a specialized, highly
skilled workforce that performs high value, knowledge and information-based, technology
and communications-intensive activities in research, design, product development,
marketing, legal, financial, engineering, and other key activities. In particular, new
innovation-driven industries, such as multimedia, tend to concentrate in urban locations
because of these dynamic interrelationships. Currently, the emerging multimedia industry
is centered in New York's lower Manhattan, Los Angeles's West side, Chicago's near
North side, and San Francisco's South of Market district.

Centers of Education, Research, and Health Care:America's cities are still the location of
choice for universities, hospitals, and other research institutions. In urban settings, like
New York, Detroit, St. Louis, or Los Angeles, these institutions have access to large
consumer markets necessary for sustaining their high fixed operating costs. These
institutions also benefit from the co-operation and shared problem solving made possible
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Business Development and Attraction;

Trade Promotion and Market Development;

Tax and Regulatory Policy;

Environmental Preservation and Restoration;

Economic and Community Revit alization ;

Quality of Life.

Metropolitan regions are pursuing tax and regulatory reform, business development and
attraction, and trade promotion and market development to create an economic
environment that encourages groMh of new and existing business firms and industry
networks. Regions are increasingly expanding and targeting investment in transportation
and infrastructure, research and technology, education and workforce development, and
financing, because these investments relate directly to the ability of industry networks to
promote innovations and add value to new and existing products and services. Regions
such as Austin and Akron built local research and development capacity to encourage the
successful emergence of hightechnology industry such as computers, semiconductors
and advanced polymer materials. Many regions are focusing greater resources on
education and workforce development because jobs in the New Economy require stronger
technical and analytical skills. Other regions are prioritizing environmental preservation
and restoration, economic and community revitalization, and quality of life improvements
as part of a comprehensive approach to build advanced industry networks by creating a
more attractive region to retain skilled workers and motivated entrepreneurs.

In every case, the appropriate set of economic strategies for a metropolitan region and the
priorities among them can only be established directly by local leaders, and must be
tailored to the unique requirements of the region's key industry networks. The following
examples suggest how regions are designing and implementing metropolitan economic
strategies to encourage the growth of globally competitive industry networks.

Transportation and Infrastructure

Infrastructure improvements involving state-of-the-art transportation technologies are
central to industry network development strategies in many metropolitan regions. The Los
Angeles region, with federal support, is building a high-speed rail and truck transportation
route to move goods rapidly from the region's Pacific Ocean ports to railroad yards in the
center of the city. This project - the Alameda Corridor - aims to build on Los Angeles's
growing role as the hub for international trade to rapidly growing Pacific Rim economies.
Metropolitan Atlanta is taking a different approach to develop itself as an emerging center
of global commerce. By supporting private sector investments to upgrade the region's
telecommunications capacity, building on existing regional strength in the manufacture of
fiber optics networks, metropolitan Atlanta is generating a new approach to trade and

transportation services by becoming a global center for transporting information and

media. Other metropolitan regions, such as Jacksonville and St. Louis, are focusing on

reusing military base facilities for new air transportation capacity. St. Louis is redeveloping
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In the Detroit region , where the decrease in automobile assembly jobs during the 1g80s
and the increase in economic isolation of inner city neighborhoods have reduced
opportunities for low skilled and even moderately skilled workers, numerous job training
and placement initiatives are underway. These programs have two goals: to train workers,
particularly inner city residents, with advanced technical skills to supply the region's
restructured automobile industry network; and to help attract businesses back to the
central city. 'Focus: Hope' a large community development corporation in Detroit's inner
city provides state-of-the-art technical and applied training that is not typically offered in
high school or post-secondary vocational education programs. 'Focus: Hope' has
successfully helped prepare thousands of young, urban workers for high-paying
automobile industry-related jobs in Detroit and throughout the metropolitan region.

Financing

Availability of capital plays a critical role in a metropolitan region's ability to nurture start-up
firms, develop small businesses, and help industries modernize. Metropolitan New York is
particularly interested in encouraging the development of multimedia industries that bring
together the region's strengths in entertainment, media, publishing art, and advertising.
However, many small firms that make up the multimedia industry are often stymied by lack
of capital for risky ventures, particularly in metropolitan New York's high-cost business
environment. In response, new venture capital funds have been established in the region,
The New York City Partnership and Flatiron Partners have each pledged $50 million to
capitalize new venture funds. The Partnership's fund is targeted to promoting new
business and job expansion in distressed neighborhoods. In the high-technology economy
of metropolitan Austin, start-up firms play an important role in facilitating the transfer of
innovations to the marketplace. The Austin region has begun strengthening its venture
capital base through the Texas Capital Network, linking private venture capital firms and
individual investors with appropriate start-up firms.

In other metropolitan regions, strengthening access to capital in impoverished areas is
viewed as a key mechanism for stimulating business groMh in the urban core. The
recently established Los Angeles Community Development Bank will be the largest of its
kind in the country and will provide $1 billion for business loans, loan guarantees, venture
capital investments, capital grants, and technical assistance to small businesses in
disadvantaged neighborhoods. In Detroit, an organization of corporate executives, Detroit
Renaissance, launched the for-profit, $52 million Detroit Investment Fund in 1g95 to target
loans to businesses that relocate to the city.

Business Development and Attraction

Business development and attraction efforts have long been a central component of
economic development programs. Typically these efforts include tax incentives, marketing
campaigns, and technical assistance to small businesses. These efforts help bring new
employers to an area, but they do not always focus on the quality and staying power of the
new jobs created. Today, regions are rethinking their approaches to business
development and attraction by targeting key growth industry networks. The industry
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which has very high business start-up costs and high effective tax rates,
moving to lighten the tax burden on small businesses. This effort is part of
strategy to support multimedia, computer software, and other advanced
industries that are dominated by small, specialized business operations.
agencies also are streamlining regulatory procedures by consolidating
inspections and application processes for business licenses and permits.

officials are
the regional
technology

Several city
government

Environmental Preservation and Restoration

The quality of the environment is becoming an increasingly important factor in attracting
businesses and workers to a metropolitan region. Industries used to be concerned about
the physical environment mainly as a source of cheap and abundant natural resources like
water, coal, or wood. Today, raw materials account for a smaller portion of business
inputs, while the attraction of talented, skilled workers is a much greater need for many
industries. Furthermore, extensive economic development has left many regions with
limited open space and reduced ability to cope with environmental pollution. Many regions
have, therefore, recognized that they cannot forgo environmental quality in pursuit of
economic growth. Indeed, some regions are finding that environmental preservation and
restoration is one of their main assets for generating and enhancing economic prosperity.

Metropolitan Los Angeles is one of the best known examples of the competitive
disadvantages of environmental pollution and regional sprawl. In recent years, air pollution
and traffic congestion have detracted from the region's attractive physical environment. Air
pollution has become a deterrent in the Los Angeles region to the extent that some
businesses have decided not to expand within the region, or even to leave. To address its
environmental problems, metropolitan Los Angetes is pursuing several major
transportation, regulation, and business development initiatives that are hetping to
generate new grovuth industries. The Los Angeles region is now creating business
incubators and services to support the development of industry networks in the region,
based on new technologies for reducing pollution and restoring the environment, including
electric vehicles, intelligent vehicle highway systems, and materials recycling industries.

The Jacksonville region is already reaping the benefits of a metropolitan economic
strategy focused on environmental restoration. Once suffering from severe air pollution
generated by local paper mills and heaviV dependent on emptoyment from these mills,
metropolitan Jacksonville's public and private leaders worked together, beginning in the
1980s, to invest in pollution control and cleanup. These investments helped revitalize the
competitiveness of the paper industry. Moreover, environmental improvement helped
make the region more attractive, directly enhancing efforts to build new industry networks,
including Entertainment and Tourism, and Health Services.

Economic and Gommunity Revitalization

One dramatic characteristic of the shift from the old to the New Economy across the
nation has been a change in the functions and economic health of America's city centres.
Particularly in older industrialized regions where the urban core once housed numerous
large factories, the decline of manufacturing and the movement of businesses out of cities
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severe, including high housing costs, crime, and congestion. These problems hamper the
ability of businesses to attract and retain talented personnel. In order to respond more
effectively to quality of life problems, metropolitan New York is moving towards more
neighborhood-level strategies for, amongst other things, reducing crime, improving public

schools, expanding affordable homeownership and preserving open space.

Alternatively, other regions have used their "good quality of life" as a prime attraction for
new residents and business. Metropolitan Portland's accessibility to a scenic natural
landscape and the priority it has given to preserving a clean, attractive urban environment
has set it apart from other regions in the competition for new and relocation businesses.
Similarly, metropolitan Austin, Atlanta, Jacksonville and Nashville have benefited from
having warm climates and reputations as attractive communities. Each of these regions
has been making concerted efforts in recent years to improve its quality of life by
developing cultural and recreational amenities. The Jacksonville region is a particularly
noteworthy example of such a metropolitan economic strategy. Having made investments
in new technologies at local paper mills to reduce air and water pollution and restore the
region's environmental quality, metropolitan Jacksonville has now turned to developing an
Entertainment and Tourism industry network in the region. Adding to the attraction of
nearby ocean beaches, the city of Jacksonville recently acquired a National Football
League team - the Jaguars - and built a new downtown stadium in addition to
constructing major shopping and entertainment facilities along its historic downtown
riverfront.

Conclusion

America's metropolitan regions are taking advantage of tremendous new opportunities for
growth and prosperity offered by the New Economy. From the renewed automobile
industry in Detroit and the synthetic polymer materials industry in Akron, to country music-
related entertainment and media in Nashville and international trade services in
Jacksonville, America's metropolitan regions are developing knowledge and information-
based, technology and communications-intensive, globally oriented industry networks to
fead the U.S. economy into the 21't century.

The economic transformation of America's metropolitan regions is occurring at different
paces in each region and is due to technological and competitive forces beyond the
control of any one set of business and civic leaders. However, public and private sector
metropolitan leadership recognize that regions can shape their own destinies. Metropolitan
regions are collaborating - through formal or informal mechanisms - to invest in resources
that will improve the global competitiveness and job creation capacity of their key industry
networks. By seeking to provide state-ofthe-art-transportation and infrastructure,
advanced technical business and job training, environmental cleanup, targeted business
attraction, trade promotion, downtown redevelopment, and a range of other industry
network needs, metropolitan regions are working together across cities and suburbs to
build a more prosperous future for everyone.

Metropolitan regions cannot do it alone. Many of the most pressing needs of regional
industry networks, such as transportation and infrastructure investment or public school
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