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ABSTRACT 
 

 Cities in an increasingly globalizing world are assuming a greater role in the
development process. However, at the same time, cities and their people have become
more vulnerable to adverse effects of globalization. In this backdrop, issues in governance
have come to the forefront of  development initiatives to meet the challenges of
globalization. An important issue in urban governance is to develop people centred cities.
The people centred cities need to be socially just, environmentally sustainable, politically
participatory, economically productive, culturally vibrant and globally connected. This
paper discusses what are the main challenges in developing such people centred cities
and how those challenges can be met through the implementation of good governance
based on five core principles of good governance namely equity, effectiveness,
accountability, participation and security. 
 

 

INTRODUCTION 
 
 Urban development and governance have long been recognized as issues of concern 
in almost all developing countries in the Asian and Pacific region. The discussion in this 
paper, however, has been made mainly based on our experience of working on urban issues 
in Indonesia. The country was hit by a multidimensional crisis only four years ago and still 
feels the pains of that crisis. Indonesia was among the last countries in Asia whose national 
economy recovered; it is still struggling to regain political stability after a high turnover of 
national governments. The country has been confronted with the problem of large backlogs in 
the provision of regional and urban infrastructure and the need to cope with the worsening 
situation of urban poverty and unemployment along with all of their other social and political 
repercussions. The discussion in this paper has been kept limited in the context of people 
centred cities in a globalized world, with a focus on some of the basic issues in governance. 
 
__________________________ 
* Former Minister of Human Settlements and Regional Development, Indonesia. The article is based on 
her keynote speech delivered at the CITYNET Congress, Bangkok,  29 October – 2 November 2001.  
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I.   THE IMPACTS OF GLOBALIZATION ON CITIES 
 

The impacts of globalization on cities can be quite wide-ranging and also can have far 
reaching consequences. The effects may not remain limited within the geographical 
boundaries of any particular country or few countries but may spill over a wide region or 
even the whole world. Two recent examples are mentioned here. 

 
Since the September 11 terrorist attack in New York and the following recent events 

in Afghanistan, life will never be the same again for people in cities all over the world. 
Thousands of people in New York and Afghanistan died in vain and many others were lost or 
injured. Many people have lost their homes instantly or have been displaced and long-built 
parts of cities and urban infrastructure were destroyed overnight without knowing when and 
how to ever rebuild those again. 

  
The events also caused aftershocks transmitted from one country to another. 

Consequently, thousands of innocent people in cities around the world lost their jobs, some 
more abruptly than others. Travel, tourism and other related service industries are on the 
brink of collapsing and the impacts are rapidly reaching rural and remote areas as well. 
Global, national and local media are spreading fear, dismay and anger, thereby provoking 
ordinary people into culpable acts of revenge and destroying innocent people’s lives and 
belongings. Unfortunately, these culpable acts are overshadowing the parallel global, national 
and local media calls for peace and ending of destructions.  
  
 The second example relates to the Asian crisis of 1997. Most people in this region 
have experienced the shocks of the Asian financial crisis followed by an economic crisis. The 
crisis was able to destroy overnight the economy of many countries in Asia and wiped out 
instantly the hard earned achievements of decades of development in many countries. The 
crisis directly affected millions of people in the region who lost their jobs at that time. Many 
people again plunged deep below the poverty line without even knowing what went wrong 
and why it happened. Those people have never used or have never even seen a foreign 
currency but they were the ones most seriously affected by the sudden depreciation of their 
national currency.  
 
 All the miseries were caused by a regional financial crisis which hit the banking, 
real estate, manufacturing and even service industries such as the travel and tourism industry 
hard. The effects made direct impacts on the weakest segment of the economy and of the 
population.  Their urban economy and the formal sector of  the countries that were hard hit by 
the crisis were slower to recover compared with their national economy and the informal 
sector. The experience gained from this crisis revealed that less globalized countries and 
cities in the region were the ones that were less affected.  The rural economy and the urban 
informal sector of the affected countries also survived quite well. Although Governments 
have taken some safety measures, no one can give assurance that countries are now 
safeguarded against any such crisis or an even worse crisis happening to the region in the 
future. The region is still vulnerable and is not at liberty to take its own protective measures 
against such financial and economic crisis because of the intricacies of a globalized economy. 
 

Looking further back to the past, in the 1980s and early 1990s most people in this 
region also witnessed the positive impacts of globalization on cities and people. These 
impacts have catalysed urban growth, multiplied opportunities for wealth creation and 
increased people’s access to information, knowledge and entertainment. Advances in 
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communications and information technology (IT) contributed even further to the shrinkage of 
distance and the acceleration of change in every sphere of life. Trade and capital flows have 
grown rapidly and enormous opportunities have been created for societies and individuals to 
advance. 
 

Globalization has caused a much higher level of economic integration of national 
economies, which has also resulted in their interdependence.  This interdependence can 
produce both positive and adverse impacts on cities and on society as a whole. But it is not an 
either/or situation. It is also neither a totally unavoidable nor a fully imposed situation about 
globalization. There is a choice available. Making the choice, however, is primarily the task 
and responsibility of Governments and it is important that the right choice is made. There is a 
crucial balancing act in making policy choices towards the globalization of national 
economies and efforts to minimize their unwanted effects under both the normal and adverse 
situations.  

 
As people in cities bear the heaviest impacts of these policy decisions, whether they 

like it or not and whether they are ready for them or not, it is crucial for them to understand 
the likely outcomes of these policy decisions fully in order to be able to participate in the 
decision-making process and to exploit the available opportunities. As continued 
marginalization of those without access to capital and information will increase the gap 
between the rich and the poor and can turn into a security issue, putting people at the centre 
of urban development efforts is a prerequisite for any city to benefit from the opportunities 
created by globalization and to be able to cope up with its adverse impacts. Thus the issues in 
governance have come to the forefront of our development initiatives.   

 

II.  GOOD URBAN GOVERNANCE 
 

In recent years more and more cities in the Asian and Pacific region have moved 
towards an appropriate urban development paradigm called People Centred Cities by 
adopting and implementing the principles and practices of good urban governance that 
include a shift of focus on people. Thanks to efforts at the national, regional and international 
levels, the characteristics of good urban governance have evolved during the last two decades 
or so from long existing local values, norms and customs (such as participation and the rule 
of law) and have been combined with modern management tools (such as accountability and 
transparency). Over the years, these characteristics or principles of good governance have 
drawn global attention and commitment owing to active facilitation and promotion by the 
United Nations and its different agencies, and regional initiatives such as CITYNET and 
TUGI. Nevertheless, adoption of these principles primarily remain as the country’s national 
and local concerns and also needs local commitments for their implementation. They should 
never be seen as values being imposed from outside.  

 
Those who have managed to study these basic principles could see many linkages of 

these principles to the diverse religious and social values, local traditions and cultures of 
people in the region. Understanding these linkages can help to adopt, develop and implement 
good urban governance in the context of Asian countries. The principles are not fixed or rigid 
norms that need to be followed in a dogmatic way. They should stay flexible and amenable to 
modification by stakeholders so that they could be developed further to meet the needs of any 
particular situation and political system of a country as well as to build their local ownership 
and secure commitments for their practice.  
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It is useful to know that several parts of the United Nations system such as  the United 

Nations Development Programme, the United Nations Centre for Human Settlements 
(Habitat), the United Nations Children’s Fund and the Department of Economic and Social 
Affairs have jointly tried to come to an agreed set of norms or principles of good urban 
governance at a meeting in New York in June 2001. They agreed to the ‘Five Core Principles 
of Good Urban Governance’ that could be put forward to support their agenda on urban 
governance. The five core principles are: equity, effectiveness, accountability, participation, 
and security. Each of these principles would require further explanations on what it actually 
entails:  
 

Equity includes sustainability, gender equality and intergenerational equity; 
Effectiveness covers efficiency, subsidiarity, and strategic vision;  
Accountability includes transparency, rule of law and responsiveness;  
Participation covers citizenship, consensus orientation and civic management;   
Security is about conflict resolution, human security and environmental safety.  

 
Inclusiveness is a cross cutting principle as well as a goal. Exclusion of people, which 

could be in social, economic or in physical terms, creates and reinforces poverty. It is 
important to mention here that isolation is a key characteristic of poverty. Adopting these five 
basic principles of good governance in any sphere of public life would in turn require 
achieving the goal of inclusiveness. As mentioned previously, these core principles should be 
adopted in a given context and in a form which is understood by and acceptable to 
stakeholders.  

 

III.  PEOPLE CENTERED CITIES 
 
 Knowing, understanding and adopting the principles of good urban governance is one 
thing and being able to implement them in reaching the goal of creating people centred cities 
or systems is another thing. The key elements that characterize people centred cities are that 
they are socially just, environmentally sustainable, politically participatory, economically 
productive, culturally vibrant and globally connected. If one asks whether cities in Indonesia 
have already attained these characteristics, the answer would be negative. Probably this 
would also be the case for most of the cities in other countries in the region. There has been 
some progress, but the level of attainment of these characteristics may vary from one country 
to another. Some countries are at an early stage in realizing their importance. Why is it so? 
What are the challenges that countries face in trying to develop people centred cities? How 
can countries and cities meet these challenges?  
 
 The first challenge is that these characteristics are very much interdependent, 
therefore, a holistic approach is needed to put people’s interest at the centre of development 
policies and programmes. Implementing a holistic approach of development by a bureaucratic 
administration which was designed for a sectoral approach and has been in existence for 
decades, is very challenging. However, there is an encouraging trend in that most 
Governments have already started a process of decentralization or are already decentralized. 
The process of decentralization and devolution of power at local levels would enable 
municipalities and other local governments to attain greater autonomy and to coordinate  
traditional sectoral units to act together, but this is a long-term process and would require a 
longer time than is allowed by the usual terms of the political leadership of local 
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governments/municipalities. To enable them to enjoy the benefits of greater autonomy, 
continuous capacity-building of local governments and more networking between them 
would be of vital importance.   
 

The second challenge is a change of attitude in the civil service and changes in ways 
of doing things. Most local government leaders inherit an over-sized bureaucracy and face 
great difficulties in slimming down its size. In some countries it is even against the law to 
terminate civil service members. As a result, local governments remain overstaffed with 
underpaid people who are vulnerable to petty corruption. A reform in the civil service is a big 
necessity to implement good governance and to set up a clean and functional local 
government system in cities. The reform needs  close vertical cooperation between municipal, 
state/province and central governments. Efforts by using multi-stakeholder consultation 
processes can achieve some concrete and workable solutions in this direction.   
 

A problem related to this is the bigger potential for corruption with both municipal 
and national leadership, who through corrupt practices can make decisions in favour of 
commercially attractive projects that are not necessarily always very bad, however, as they 
may also create some jobs and promote growth. Unfortunately, many of those projects can 
only benefit the privileged few and often neglect the interests of the majority of  people. 
There can be conflicts of interest in making city commitments to provide basic services and 
public-goods such as public housing and public transport services. The interest of the 
majority may easily be lost to some vested commercial interests. Participatory approaches 
can bring transparency in decision-making, which can help in developing a win-win solution 
and synergy between public and commercial interests.     
 
 The third challenge, usually at the top of the local government’s list, is resource 
mobilization. Governments always feel that there are never enough resources to do all the 
things that they need to do for their people and to put people’s interest at the centre of 
development policies and programmes. Resource constraint is a reality. But the question is: 
do Governments need to do everything by themselves? Do they need to carry out 
development activities and provide public services through only some macro level and 
centrally coordinated efforts and using only government budgets? It is indeed quite hard for 
Governments to move away from the present culture of public sector-managed project- 
oriented works, particularly in the construction of infrastructure, to more realistic cost-
sharing programmes with other stakeholders, including the beneficiaries. Sometimes the 
government budgeting and procurement systems are also not conducive to that kind of 
arrangement.  
 

To develop people centred cities and to relieve resource constraints of Governments, 
there is a strong case for promoting inclusive participatory approaches, particularly in the 
areas of urban environmental management, municipal service delivery and economic and 
cultural development programmes. Those Governments already implementing such 
approaches can testify about the financial efficiency gains from participatory efforts. It is also 
true that even low-income people are willing to share their resources for some project if it 
benefits them and they are actively involved in its planning, implementation and monitoring. 
By contributing people gain recognition, respect and dignity and, most important, they 
develop a sense of ownership of the project.  

 
Members of municipal associations can share their valuable experiences in 

participatory approaches to development through their own networks or regional networks 
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and other regional and international organizations by conducting training programmes, 
workshops and best practice awards, among other things. They can even consider going one 
step further by undertaking joint actions through city-to-city cooperation programmes.   The 
international and regional organizations and agencies can also consider further activities to 
enhance capacity building of local governments and find more effective ways of helping 
them. 

 
 The fourth challenge is in initiating and maintaining a multi-stakeholder decision-
making processes. Many local governments are still trying to develop new formats of 
consultation with their councils or local legislators on the wrong assumption that consultation 
with them is sufficient as they are supposed to represent people from all spheres of life. Most 
Governments still need to build their capacities to develop a multi-stakeholder dialogue in the 
development process. On the other hand, most corporations need to learn how to link with 
Government and civil society beyond serving their commercial interests. Of equal 
importance, many civil society organizations need to develop their skills to steer much of 
their energy away from actions of staging protests to form proactive partnerships with others. 
Developing mutual trust among these three actors is quite crucial. Proactive key individuals 
or groups are needed to keep the process moving towards developing functional participatory 
approaches to decision-making involving all stakeholders.   
 
 The fifth challenge is how to handle urban poverty in a holistic way to ensure social 
justice in society. There is a need to mainstream poverty issues in the formulation of all 
government policies at all levels and in designing programmes and projects of all sectors. 
Efforts in poverty alleviation should not remain limited through the social affairs department 
of governments. Governments need to move away from working for the poor to working with 
the poor, understand their need for more humane treatment, getting access to market and 
capital, being heard and involved in decision-making about themselves such as in land 
consolidation for securing their land tenure. 
 
 The sixth challenge is how to embrace the information technology in order to catalyze 
the realization of a globally connected city. The interaction between the global economy and 
the people can be catalysed by the rapid development of IT. The flow of information through 
cyber networks and their effects on every sphere of life have tremendously increased; that 
was beyond the capacity of human imagination even a few years back. The full potential of 
the flow of global information can only be utilized if knowledge about IT can be more 
widespread. Public authorities should facilitate and encourage the market to make 
information hardware and software available to the public as widely and cheaply as possible. 
People should be able to use IT to promote their local activities by learning from best 
practices elsewhere, to find access to global market for their locally manufactured products, 
and to learn to establish a knowledge-based society of the future.  
 
 The Commission on Global Governance in one of its report observed that while the 
world has become much more highly integrated economically, the mechanism for managing 
the system in a stable, sustainable way have lagged behind. Clearly, IT could be the tool for 
managing the system in a sustainable way. Today’s much higher level of economic 
integration and resulting interdependence are in part due to improved communications. 
Advances in communications technology and information processing have contributed to 
shrinkage of physical distance and acceleration of all changes. Trade has consistently grown 
more rapidly than global output. Capital flows have grown even faster. Enormous 
opportunities are being created for societies and individuals to advance, but there are also 
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imbalances and risks. As economies become more interdependent, it is not only the 
opportunity for wealth creation that is multiplied but also the risk of destabilizing shocks to 
be transmitted from one country to another is increased.   

 

IV.   GOVERNMENT ACTIONS 
 
 There is a need to build our economy from the bottom local level. As in the case of a 
structure, the foundation upon which it rests determines its strength. The strength of the 
developing countries emanates from their people. People’s potential does not rest in large 
global economic establishments but is scattered among smaller and medium-sized people- 
oriented local economies. Empowering these small and medium economies should be a part 
of the task and responsibility of all Governments. 
 
 Many advocates of the global economy tend to assume that the best global economy 
should be the one that is led, if not dominated, by the developed countries in the West along 
with their concepts of democracy and human rights. But people in developing countries are 
not only interested in becoming the market and consumers of global products, they are also 
eager to manufacture and produce goods by themselves that can gain access to the global 
market.  Reciprocal trade can only be achieved if there is an equitable distribution of income 
and opportunities between countries in the world. 
 
 The global economy can have a positive impact on people as long as the global trade 
brought by it runs parallel to the national and local economy but does not tear them down. 
Mindless endeavours may result in unwanted outcomes to the local people. As an example, 
when soft drinks produced by multinational companies were introduced in Indonesia, they 
eliminated locally produced soft drinks. As a result, the outcome of global interaction was 
negative to the local economy and the people. The local economy, however, can coexist with 
the global economy through development of some kind of  interdependency between them.  
 

Special attention needs to be given to the informal sector, which served as a cushion 
to soften the impacts of the Asian crisis. People who were employed in this sector were not so 
much affected by the economic crisis as those in the formal sector. Furthermore, it should be 
realized that the informal economy certainly is not an inferior economy.  Even the developed 
countries extensively accommodate the informal sector in their human settlements and 
economic life. The relationship between the informal and the formal economy should be a 
combination of mutually productive coexistence and integration between the two with the 
objective of maintaining the resilience of the local economy while promoting a positive link 
with the global economy. 
 

The Governments in developing countries need to play an active role in making the 
global economy work for every one. Their first task would be to ensure  positive integration 
of the local, regional and national economy with the global economy. Second, they have to 
maintain harmony between the informal and formal sectors and promote their gradual 
integration.  The building of the local economy, however, has to take into account the wider 
regional and global markets. Third, a city system which is geared to a local/national 
development regime would need to undergo fundamental changes in terms of both 
development goals and the means to reach such goals. If national authorities consciously try 
to link local economic activities with the global economy, then for instance, national spatial 
planning will have to consider a wider regional and global context rather than remain limited 
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within the national context. The public policies for settlement development have to consider 
incentives for creating a conducive environment for economic development by providing 
infrastructure facilities and other services in as many urban areas as possible to enable 
national cities to have a competitive position in the global arena.  
 
 The fifth task is that people in developing countries should be assisted in taking the 
advantage of information technology to link them with the global economy. One of the most 
important means is through the education system. From the early years of their education 
children should be exposed to the use of computers and information technology. Many 
schools in developing countries have difficulty in giving access to their students to 
information technology because computers are still expensive and schools do not have the 
resources to provide them. Public authorities have to act as soon as possible to make 
computers widely available at schools.  
 
 This can be achieved if we can speed up economic development and resources can be 
mobilized for implementing such assistance. The application of IT in local /national 
economies can greatly help to overcome the disparity of economic development between 
countries and between regions within a country and thereby the benefits of globalization can 
reach more and more people. Through IT education of their young population developing 
countries can break through the limitation of the older generation to benefit from the 
information technology. 

 

CONCLUSION 
 

To catalyse the exchange of experiences and mutual learning by cities, there is a 
paramount need for city-to-city linkages in addition to the existing government-to-
government and people-to-people linkages. The linkages should be developed in a wider 
perspective so that city-to-city partnerships do not remain limited just between cities of 
different countries. Partnerships should also be developed between cities within a country as 
sharing experiences between them could  be as beneficial as sharing  experiences with cities 
in other countries. Regional and international organizations and agencies can make further 
efforts in linking cities to promote good urban governance.   
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