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The ‘spiky’ SA spatial economy
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Main source of household incomes: 

major transfers from cities to rural
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Social wage: access to water is better in cities

% of households with access to piped water
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Spatial disparities - conventional wisdom



Spatial inequalities - conventional wisdom

� Urban-rural divide is the main problem:

� Due to historic policies of rural under-development

� & subsequent neglect (land reform, agric, infrastructure)

� Enforced migration to urban informal settlements 

creates social problems and is unmanageablecreates social problems and is unmanageable

� Social costs of distance (rural isolation + townships)

� Response - redress

� Transport subsidies & connectivity

� Basic services, land reform, agricultural support + ?



Limitations

� Legacy of Apartheid on cities (not just rural)

� Focus is on equity not efficiency/growth

� Negative about migration 

� Ambiguous about cities� Ambiguous about cities

� Neglects current causes of spatial inequality 

(implicit assumption - its outcome of wider inequality)

� Space/place/location seen as an inert/passive 

container of activity - not significant influence



New geographical economics (eg WDR)

� Growth is inevitably unbalanced & unequal

� Some places have more potential

� Economies of scale and specialisation enhance 

productivity & innovation: matching, sharing, learningproductivity & innovation: matching, sharing, learning

� Arise from density and physical proximity

� People adjust via migration

� Produces eventual catch-up and convergence 

through trickle-out.            No quick fixes.



New geographical economics

� Spatial policies should:

� Enable economic concentration in a few places 

through efficient land and labour markets

� Economic and physical integration of leading & 

lagging areas

� Focus most resources on universal people-based 

policies – education, health, water, security

� Not spatial targeting or economic development –

place-based policies



Two sides of the same coin? Compatible?

Conventional wisdom

� Disparities inequitable

� Historic policy to blame

� Distance is bad

Geographical economics

� Disparities are efficient

� Current economic forces

� Proximity is good

� Neglect informal settlts

� Migration is bad

� Cities are mixed

� Pro-rural policy

� Neglect informal settlts

� Migration is good

� Cities are good

� Neutral policy

Crude urban-rural;  Dangers of physical determinism



A broader analytical framework

� Equity and efficiency/growth objectives are both vital

� Think about social need + economic development  

potential for durable solutions

� Inequalities can be state sponsored, market-driven 

and path dependent and path dependent 

� Cities are sources of social problems and economic 

dynamism

� Migration has costs as well as benefits

� Avoid narrow urban-rural dichotomy



Key dimensions of spatial differentiation
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Location of economic growth (2001-05)



Where workers live



This matters for ‘efficiency’/growth 

� Imbalance creates excess travel & congestion

� Cost of transport subsidies

� Cost of bulk infrastructure

� Overheated property markets/asset prices� Overheated property markets/asset prices

� Adverse environmental impacts 

� Cost of township disasters

� Weaker place attachment, asset investment 

� Neglected township economic potential



Conclusion

� Spatial inequalities are not just a legacy issue 

requiring redress, although that is important

� Nor just an effect/symptom of wider inequalities

� Spatial inequalities matter for the economy� Spatial inequalities matter for the economy

� Its not just urban vs rural or location/distance

� Need deeper understanding of production 

systems & factors (land, labour, capital, institutions)

� Limits to state transfers to poorer regions 


