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on development of new goods and services to solve acute
practical problems in those cities as those problems began
to pile up. The embarrassment of riches in an economy
that is economizing on development of new work is tem-
porary. It is a prelude to stagnation.

Dowsbs 2.3%- 2%
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Some Patterns of
Future Development

We now have in hand all the major processes at work in a
growing city economy. First, the city finds in an older
city or cities an expanding market for its initial export
work, and it builds up a collection of numerous local busi-
nesses to supply producers’ goods and services to the initial
export work. Second, some of the local suppliers of pro-
ducers’ goods and services export their own work. The
city builds up an additional collection of local businesses
to supply producers’ goods and services to the new export
work. Some of these new local suppliers take to exporting
their own work. The city builds up more local businesses
to supply producers’ goods and services to them, and so
on. The city earns a growing volume and growing diversity
of imports.

Third, many of the imports the city has been earning
are replaced by goods and services produced locally,




234] THE ECONOMY OF CITIES

a process that causes explosive city growth. The city,
at the same time, shifts the composition of its imports.
Its local economy grows large (and diverse) in proportion
to the volume of the city’s exports and imports. Owing to
the powerful multiplier effect of the replacement process,
the local economy contains room for entirely new kinds
of goods and services, that is, goods and services formerly
neither imported nor locally produced. Among these can
be unprecedented goods and services. The replacement of
imports causes total economic activity to expand rapidly.
Fourth, the city’s greatly enlarged and greatly diversified
local economy becomes a potential source of numerous
and diversified exports, including many consumer goods
and services as well as producers’ goods and services, and
still other exports built upon local goods and services. The
city’s exporting organizations arise by a) adding the ex-
port work to other people’s local work; b) adding the ex-
port work to different local work of their own; and c)
exporting their own local work. By generating new ex-
ports, the city earns more imports. But many of the new
exports merely compensate for older exports the city loses
through obsolescence of older exports, transplants of some
exporting organizations into the rural world, and re-
placement of its exports by local production in former
customer cities.

Fifth, from this time on, the city continues to generate
new exports and earn imports; replace imports with local
production; generate new exports and earn imports; re-
place imports with local production, and so on.

All of these processes, taken together, compose two in-
terlocking reciprocating systems; the first triggers off the
second. (A diagram correlating the two reciprocating sys-
tems appears in Section IV of the Appendix.) If any one
process fails, the entire system fails and the city stag-
nates economically.

Among the producers’ goods and services that form in
the course of these events are those that supply capital to
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new goods and services that are forming and growing,
as well as to older goods and services. The root process
is the adding of new work to older divisions of labor, thus
multiplying the divisions of labor, to some of which still
newer activities can be added. This underlying process,
which I have symbolized as D 4+ A —> nD, makes possi-
ble all the others.

The Emergence of Differentiated Production

These processes and the systems they compose are old and
predictable, though the goods and services they cast up
change and are not necessarily predictable. As the new
goods and services emerge, certain dominant patterns of
economic organization also change. These are large, grad-
ual and cumulative movements. For example, the dom-
inant form of manufacturing used to be craftwork. This
has been succeeded in currently advanced economies by
mass production, a sequence, incidentally, which occurs
in ancient as well as modern times. Mohenjo-daro and
Harappé had their mass-production industries, and cities
of the Roman Empire developed mass-produced lamps,
pottery and other utensils. Machines developed in the indus-
trial revolution of the nineteenth century have been strik-
ingly successful means of carrying out mass production,
but the concept and practice are older. Is mass production
the ultimate type of manufacturing? Or is there a more
advanced type?

Before touching on that question, let us notice another
large pattern that has changed over time: organizational
work. Merchants used to organize manufacturing; in the
main, the type of manufacturing they organized was craft-
work. Trade was not only the work of arranging ex-
changes of goods, it was also the activity that organized
other economic activities. Manufacturers used to aspire to
become merchants because merchants were the organiz-
ers. But now we do not find automobile manufacturers,






