
Agglomeration, Centres, and District Plans for the Greater Sydney Commission 
 
Lessons from International Experience 
 
Prof. Greg Clark and Dr. Tim Moonen      July 2016 
 
Final 
 
 
  

This publication was prepared for the NSW Department of Planning and Environment in association with the 
Greater Sydney Commission for the purpose of district planning. No representation is made about the accuracy, 
completeness or suitability of the information in this document for any particular purpose nor should be 
assumed that the contents of the document represent the views of the NSW Government.
 
The NSW Government its agents, consultants or employees shall not be liable for any damage which may occur 
to any person or organisation taking action or not on the basis of this publication. Readers should seek 
appropriate advice when applying the information to their speci�c needs. This document may be subject to 
revision without notice. 



Table of Contents 

 

1. Executive Summary 

2. Agglomeration, clustering and the spatial economy of cities  

3. Review of the economic geography of 10 Sydney peers  

4. Airport district and sub-centre planning 

5. Ingredients for creating new CBDs and sub-centres 

 

 

  



1. Executive Summary  

This paper seeks to inform Greater Sydney’s district planning process through a review of 

agglomeration patterns and planning/policy approaches in other global cities.  

 

In this paper we use the term CBD to denote a primary centre and uses the term ‘sub-centres’ 

for all other hubs. This terminology is used to reflect Australian preferred language. We use 

the words ‘Greater Sydney’ to cover the whole region overseen by the planning approaches of 

the Greater Sydney Commission. ‘Metro Sydney’, conversely, is used for the connurbation of 

municipalities clustered around the City of Sydney. 

 

The Plan For Growing Sydney identifies Parramatta as a future second CBD. It also earmarks 

three ‘Regional City Centres’ - Penrith, Liverpool and Campbelltown-Macarthur – and a 

network of 30-40 ‘Strategic Centres’ and ‘Transport Gateways’ that will become nodes for 

economic activity and population growth.  

 

GSC has also noted the potential for the planned Western Sydney Airport at Badgerys Creek 

to become another important sub-centre. The plan presents clear opportunities to forge a new 

spatial pattern of economic and employment growth for Greater Sydney, that can reduce social 

and spatial disparities and increase capacity and productivity. 

 

This paper uses the experience of 10 other relevant cities to inform the thinking and choices 

facing Greater Sydney. Each of these 10 cities has its own distinct evolution of their spatial 

economy, and have had successes and failures in building new centres, 2nd CBDs, and other 

clusters of economic development. The cities featured are: 

 

 London 

 Munich 

 New York 

 Paris 

 San Francisco 

 Santiago 

 Seoul 

 Singapore 

 Stockholm 

 Toronto 

 

How many CBDs does Sydney need?  

 

International comparison highlights the wide variation both in terms of the number and 

complementarity of core business districts in global cities. We may observe at least four distinct 

types of spatial economy, of which Sydney currently exhibits Type 1: 

 

Type 1  1 large CBD supported by a system of sub-centres and specialised districts 

(e.g. Munich, Singapore, Stockholm, Sydney) 

Type 2  2 established CBDs (e.g. Paris, Santiago, San Francisco) 

Type 3 3 or more CBDs surrounded by complementary districts (e.g. London, New 

York, Seoul) 



Type 4 Polycentric model with large sub-centres outside the core city, but with strong 

re-urbanising trend towards main CBD (e.g. Toronto) 

 

In general, there is a clear trend for larger metropolitan areas with high concentrations of global 

firms and diversifying economies to opt for 2nd and 3rd CBDs (see Figure 1).  For medium-

sized cities with growing global roles, such as Sydney, some have seen the emergence of 

second centres or alternative poles (e.g Toronto and San Francisco), while others have 

continued to grow their main CBD (e.g. Munich, Stockholm, Singapore).  However in these 

latter cases, their single-CBD model has been supported by very high-load radial public 

transport systems, a long-term strategic approach towards densification around suburban 

transport nodes, and in some cases the ability to reclaim, regenerate, or develop new land next 

to the main CBD. Furthermore, even in each of these cases, city and regional governments have 

been making renewed efforts to divert demand towards new nodes and sub-centres, either to 

become fully fledged second CBDs or specialised locations such as airport, visitor or 

innovation districts. 

 

Figure 1. Relationship between metropolitan GDP and number of CBDs in 10 global cities 

 
Source: Clark & Moonen using data from Brookings (2015). 

 

Although there is no decisive threshold beyond which Sydney definitively needs a 2nd CBD, 

international experience suggests that given its metropolitan size, globalised sectors, and 

long-term growth projections,  Sydney will be an outlier if  it does not have an additional 

business district in 10-20 years time. 

 

The key tests that need to be applied are the extent to which the existing pattern of land uses 

and infrastructures can accommodate anticpated job and population growth allowing for 

reasonable levels of densification, affordability, and amenities. In addition consideration of the 

changing requirements of firms in distinctive sectors may give rise to the need to spatially 

separate sectors so that their needs can be met.  This requires robust analysis and consideration.   

 

Why should Sydney consider altering its spatial economic model? 

 



Many large and successful cities around the world retain a mono-centric character. This model, 

of which Sydney is an acute example, tends to offer the advantages of agglomeration benefits 

and sector cross-pollination, capacity for efficient business density, vibrancy and authenticity, 

international visibility, and fewer immediate political costs. However in nearly every case, the 

mono-centric model gives rise to common negative externalities, including diseconomies of 

agglomeration (business occupancy costs, costs of living and housing, costs of labour that 

impact on labour supply, spatial polarization, social segregation, congestion, air quality, and 

heat island effects). 

 

These negative externalities mean that it is now very common for leading cities to develop 

new employment centres and settlement patterns that create more balanced metropolitan 

economies. Cities such as Munich, Seoul and Singapore, and more recently Santiago and 

Stockholm, have recognised that large sub-centres are a logical ‘next step’ given diversifying 

business demand and their larger metropolitan footprints. For these cities and others, the 

observed advantages of poly-centric development include: 

 

 an improved choice of spaces, costs and locations for firms. 

 opportunities for economic specialisation and diversification. 

 better growth management and more agile land-use. 

 diversification of commuting patterns to reduce infrastructure stress and heat island/air 

quality issues 

 opening up of new location for housing at more affordable average prices 

 competition between, and fostering of innovation among, districts. 

 more even distribution of prosperity. 

 improved quality of life.  

 

How long does it usually take to create a second or third CBD?  

 

It is rare for a 2nd CBD or other new centre to succeed immediately. There are many new centres 

that failed in their first cycle before becoming successes in a second cycle (e.g. London’s 

Canary Wharf, Santiago’s Las Condes). In these cases the second CBD came to fruition 20-25 

years after first planning began. Equally, there are other centres that failed to experience 

demand for two or more cycles, before a change of circumstances has seen them begin to 

succeed (e.g. New York’s Downtown Brooklyn, Toronto’s Airport Zone). In either scenario, 

the creation of a sustainable new CBD has been a 15-35 year process. 
 

When plans for new CBDs fail they tend to fail for different reasons: 

 

 Latent demand is there in principle, but it does not translate into effective demand for the 

locations proposed, as they do not offer what is perceived to be needed. 

 There is low market confidence that the infrastructure and amenity required will be 

forthcoming. 

 No co-investors are willing to make the investment proposed.  

 Existing centres respond to the perceived competition of a new centre by changing their own 

plans to increase capacity, and thus reduce demand for the next centre. 

 Downturns in business cycles sharply reduce the overall volume of demand just as new supply 

comes on to the market. 



 Resident opposition to expansion results in a more incremental approach that cannot achieve 

critical mass. 

 

Among the factors that usually result in a change of fortunes for planned/designated CBDs are: 

a new economic growth cycle that brings additional demand, diversification of space demand 

especially due to diversification of business sectors, eg a shift towards tech/innovation firms 

or entertainment and cultural quarters, changes in transport choices and patterns, and wider 

governance reforms that provide confidence for investors. 

 

What are the roles of district planning in supporting the growth of second CBDs and 

sub-centres? what are the effects of other policy instruments? 

 

In many global cities, strong district planning is critical to the successful development of new 

districts, whether delivered by empowered municipalities, by city or higher level authorities, 

or other vehicles. Once the analytical work required to assess the case for a second CBD is 

complete and it is agreed to proceed with that approach then regional and district planning  are 

important tools. 

 

Regional plans need to envisage the overall process of change required to accommodate future 

growth while meeting other economic, fiscal. social, and environmental objectives. This 

usually requires longer term strategic planning as well as the identification of key catalytic 

investments and infrastructures that are necessary for the future scenarios to succeed. 

 

District plans plans have to engage the localised changes that are required to accommodate 

growth sustainably. In most metros this involves such district plans identifying the key longer 

projects and development required and identifying how the new zones, areas of intensification, 

or anticpated infrastructures and amenities can be integrated with the existing patterns of 

activities and flows.         

 

However district planning is not sufficient by itself, and Greater Sydney will need to 

benefit from other tools and enablers. As in other successful global cities, many other tools 

and catalytic interventions complement the role of planning (see Table 1), and these are very 

relevant for Sydney. 

  

 Greater Sydney will  firstly rely on an understanding of demand-side drivers, including 

anticipated ongoing population growth, economic change, the ability to pivot 

successfully towards new and innovation sectors, and the roles of new technologies in 

changing how space is used in cities, and to leverage the different appetites for 

investment and development. This means that Greater Sydney will need to co-operate 

and advocate effectively to remain open and attractive to the next generation of talent, 

and to adjust to wider technological and economic/sector changes, and be adaptable to 

the new innovation economy. It also means that Sydney will need the engagement and 

willingness of local and state political leaders and institutions to support new CBD 

development. 

 

 Greater Sydney will also need a range of non-planning tools to accelerate new CBD 

development. As other global cities have shown, these include the location of strategic 

institutions (public and private), infrastructure and amenity investment, district 



development nd management capacities, place making and place marketing skills, and 

potentially the sound use of tax incentives (where appropriate).  

 

 

Table 1. Key tools and drivers for successful CBD and sub-centre development 

 
Demand-side drivers of 
CBD development 

Planning and development Non-planning public policy tools 

Population growth  Land use powers Relocation of anchor institutions 

Attraction to investment 
capital 

Land parcel assembly Tax incentives 

Cycle of economic growth 
and sector change 

Co-ordination of public land 
uses 

Infrastructure investment 

Economic diversification Zonal designation Sector investment programmes 

Emergence of the innovation 
economy 

Site selection Amenity improvements 

Successful regeneration in 
previous cycles 

Development rights District Development Agencies 

Higher tier government 
sector investment 
programmes. 

Value Capture Planning  District Management Tools 

Willing private investors 
and land owners 

Optimising infrastructure for 
development/placemaking 

Marketing and branding 

Willing local leaders Shared visioning Social regeneration and inclusion 

 

In this review, most of the sucessful 2nd CBD developments have drawn upon a range of 

demand side drivers (column 1) , have used planning tools effectively (column 2), and have 

had access to a wider range of non planning tools (column 3) in order to shape and 

promote their districts. 

 

Lessons for Greater Sydney 

 

1. There are many more international examples of failed attempts to build major secondary 

CBDs or sub-centres, than there have been success stories. Our review of the case studies 

suggests that there is no one single reason for failure but the overall picture is that the 

proposals for 2
nd

 CBDs has not recognised and responded to the demand drivers we have 

identified sufficiently, has not adjusted to changing regimes within existing districts that 

have responded, and may have failed to utilise sufficiently both the planning and non 

planning tools identified. The most common observation has been the 2
nd

 CBD needed 

better connectivity and amenity if it is to work and this, in larger part, explained why many 

have succeeded in their 2
nd

 cycle but not in their first.  Interestingly for Greater Sydney, 

the case studies do not reveal that fierce local territorial loyalties prevent people from 

choosing to move to another location if the amenities and facilities provided are attractive 

in the context of other dynamic changes in population and sectoral composition.   

 

2. The distances between Sydney CBD and the potential new centres in Parramatta (20km), 

Liverpool (30km), Penrith and Campbellstown (50km) are longer than between any 



functional network of CBDs and primary economic centres in other global cities, 

especially given Sydney’s medium metropolitan size (5 million). The closest comparable 

example to this system is in Toronto, but many of its regional sub-centres have faced 

challenges reaching critical mass and are losing market share once again to Downtown 

Toronto, which is now densifying rapidly. Perhaps the most ambitious successful 

comparison is Seoul, where two new CBDs are being successfully developed, both of 

which are approximately 12-15km from the historic CBD. Although some cities are 

currently reluctant to designate more remote centres and are prioritising capacity more 

centrally, others are confident that they can scale remote locations successfully (e..g 

Singapore with Jurong, 20km from the main CBD).  From this point of view the 

international case studies do not offer easy answers to the important questions of how far 

the distances involved in the planned cenres in Greater Sydney might affect the viability 

of the proposals. It may make more sense to plan for two scenarios that have diferent 

timeframes: 

i. Metro Sydney and Greater Parramatta 2010 to 2030 with anticipation of 

Western Sydney  

ii. Addition of Western Sydney 2030 to 2050 as Metro Sydney and Geater 

Parramatta evolve. 

   
3. The spatial economy of large global cities is dynamic, in constant evolution between one 

model and the next. The relative size and dominance of the main CBD, the number of 

other CBDs, sub-centres and other specialised districts, and their respective functions 

and relative competitiveness, is always changing due to factors such as economic sector 

demand, quality of place advantages, and infrastructure completion, renewal and 

obsolescence.  

 

4. Western Sydney airport has the potential to become a major centre for Greater Sydney 

in the way that Seoul Incheon, Amsterdam Schiphol and Toronto Pearson have become 

for their metropolitan regions. In these cases airport zones have been established across 

multiple districts and with a strong planning framework. Seoul strategically sought from 

the start to create dense self-contained live-work environments with social infrastructure, 

while Toronto is seeking to build these in now in the 2
nd

 cycle as an urgent priority. In 

Amsterdam Schiphol, long-term collaborative strategies involving municipalities have 

supported internationalisation and expansion, and innovations in the management, lan-

use planning and financing of the wider airport zone. 

 

These airport zones highlight to Western Sydney the benefits of diversified financing and 

co-financing between tiers of government, a tailored and conducive tax regime, faster 

development approval processes, improved branding, district management and effective 

land assembly. Incentives or obligations for municipalities located between the airport 

and the main employment centres have proven especially important to bring 

infrastructure online and concentrate population and economic activity in a way that 

maximises agglomeration benefits.  

 

The experience of these hub airports is that they are catalysts not only for new inbound 

visitors, firms and economic activity, but also that their surface transport supports a variety 

of non aviation activities such as housing markets and business districts. Big ticket airport 



infrastructure has a unique capacity to shape regional economic geographies, in particular 

by turning airports into preferred locations for time-critical internationally-facing 

economic sectors, for recreation and entertainment, and for distinct lifestyle housing. 

 

5. Housing supply remains a a critical issue in all of the case studies reviewed. The links 

between population growth and change, housing usage, choice, and market liquidity, and 

new housing supply provide important underpinning equations about housing 

affordability, locational choices, and infrastructure requirements. In general, all of the 

case study areas have housing market affordablity challenges and in each case there is a 

unique mix of demand and supply issues, market and land capacity issues, and other 

factors such as liquidity, ownership, optimisation, and locational preferences at play. One 

key role of local and regional authorities is to use planning and other tools to overcome 

to overcome negative perceptions of some locations vis-a-vis others. This has been a 

hallmark of the ‘regeneration’ experience of many cities that have accommodated much 

housing growth in locations which were previously blighted by poor reputations or 

negative perceptions.   

 

6. Wider macro-regional geographies are also an important dimension in the case studies 

that we have reviewed for this paper. In New York and London the presence of a much 

larger number of dispersed settlements within their macro-regions make important 

contributions to both commuter housing and to locations for niche business activities, 

where they are served by good rail links.  

With reference to Greater Sydney this would suggest that in the longer term additional 

growth geographies such as a Newcastle-Greater Sydney-Canberra corridor might evolve, 

firstly to support residential choices and housing affordability and second to sustain 

distinct and complementary business clusters. 

 

 

 

 

 

 

  



2. Agglomeration, clustering and the spatial economy of cities 

 

The main principle and driving force behind the establishment and expansion of business 

districts in cities is agglomeration. Cities provide dense concentrations of skills, services, 

markets, knowledge and infrastructure, and the co-location of these assets is known to generate 

advantages in terms of productivity, innovation and economic development. Larger 

agglomerations create a ‘snowball effect’ whereby their attractiveness to business encourages 

further re-location.1 

 

This section introduces the role of agglomeration and clustering in highly globalised cities. It 

summarises the known benefits of agglomeration in terms of specialization, shared assets and 

resources, jobs matches and proximity, face-to-face contact and knowledge exchange 

 

2.1 Why do companies cluster? 

 

Companies in advanced knowledge economies wish to cluster together for three main reasons: 

 

 To access a large and specialised workforce. Competition among workers allows 

local firms to employ better quality workers for competitive wages, and to reduce high 

recruitment costs. In large cities, companies in advanced sectors also find it easier to 

recruit complete teams (e.g. in investment banks, software start-ups), as do ‘multi-unit’ 

branch firms who are able to find complementarity across senior management team 

functions. In addition, fast-scaling firms are able to hire employees from small firms 

that may previously have been rivals, increasing the pace of innovation and design 

development. 

 To reduce the cost of expert services, because these can be spread over a large number 

of nearby firms in a given sector. Legal firms, for example, cluster near to financial 

institutions to offer expert services that are required for certain transactions. Locating 

near each other improves the chances of firms accessing affordable expertise and 

technical knowledge, saves time in organising meetings, and pools risk. 

 To access and attract customers who have specific needs, seek choice and diversity, 

and require face-to-face contact with suppliers and clients. A larger pool of potential 

consumers increases exposure to a firm’s products or service offering, and tends to 

improve the standard of sales and marketing.  

These benefits together reduce business costs, off-setting high tenant and labour costs. They 

also allow companies to share knowledge and information, open and tacitly, and understand 

market trends and possible clients. Clustering therefore has the effect of increasing 

specialization and competition, for both firms and workers. Competition tends to foster 

efficiency and result in only the most efficient firms surviving and growing. 

 

2.2 Agglomeration, density and business clusters 

 

Agglomeration economies provide a strong case for increased density and clustering of 

business activity.2 In their 2014 comprehensive review of global evidence on agglomeration, 

Pierre-Philippe Combes and Laurent Gobillon note that “agglomeration economies do not spill 

much over space.”3 Sometimes effects are only felt within 1km or less. This is especially the 

case for advanced knowledge and creative sectors. Many studies of agglomeration in 



technology- or knowledge-based clusters find that they are smaller and more tightly knit than 

other kinds of agglomerations (logistics, manufacturing, customer-supplier) – See Figure 1.4  

 

Fig.1  Patent Cluster Density & Spillover Radius in Different Sectors, United States5 

 
 

This means that dense clustering is important to optimise agglomeration effects. One study of 

London found that an increase of 80,000 workers in the same well-connected business district 

would have a net benefit of £2,500 per capita, versus a £1,600 drop of locating those workers 

in dispersed locations around the city. Moreover, less than 10% of this benefit would accrue to 

these workers themselves and the rest would instead be distributed among other employees and 

the public purse.6 

 

Clustering within a dense district offers important firm advantages: 

 

Sharing and exchange of knowledge:  

 tacit or ‘sticky; knowledge is more effectively transmitted face-to-face, informally and 

with multiple encounters with more one than person. 

 Unintended (as well as transactional) knowledge spillovers, and the reduction of 

knowledge advantages or secrets, can occur through proximity. This is a source and 

driver of innovation. 

Economies of scale 

 More concentrated land use and service provision means that support services, utilities 

and energy can be supplied more efficiently.  

 The ability to house all employees in one business location improves synergies and 

organizational fitness within firms, and reduces duplication at multiple sites. 

 

 

 

 



2.3 The impact of agglomeration of cities’ spatial form 

 

Although the effect of agglomeration economies on productivity, wages and new business 

growth is well documented, the links between agglomeration and the city’s spatial structure 

has been rarely studied.7 However it is clear that the new cycle of knowledge and innovation 

sectors is having a disruptive impact on the character of agglomeration, especially in terms of: 

 

 Clustering processes and spatial form 

 Logistics, infrastructure and land-use needs 

 Inter-sectoral diversity and convergence 

 Skills and investment 

 The development of second and third CBDs and other types of sub-centre 

 

Within global cities, advanced sectors cluster in certain types of employment centres for a 

number of different reasons, which include: 

 

 the city’s inherited specialisations and competitive strengths. 

 the relative spatial advantages of different sites.  

 the appetite and collaboration of different local governments. 

The emergence and development of new centres of economic activity is often demand-driven, 

organic and in some respects unplanned. That said, a city’s decisions about whether and where 

to build new nodes and centres for business are often motivated by: 

 

 the growth and diversification of the economy, leading to constraints, congestion, and 

inflation in established centres. 

 concerns about the social/spatial consequences of concentration in a single centre    

 the amount of space available for development in and around established business 

districts, including residential neighbourhoods and physical barriers. 

 the quality of life, real or potential, in and around new sites.  

 the scope to re-locate or integrate key functions (e.g. anchor institutions, energy 

facilities, airports, multi-modal hubs, etc). 

 the potential for enhanced access to a new or enlarged customer base. 

 

2.4 New CBDs and polycentric development 

 

For the last 40 years, the rapid growth of global cities has required them to develop secondary 

or complementary nodes to absorb global functions. New employment centres have been 

established in formerly monocentric metropolitan areas.8 Polycentric cities have emerged – 

“usually defined by the presence of one or more employment subcenters outside of the central 

business district.”9 

 

Many growing cities find that redevelopment and densification in or immediately around the 

core CBD becomes very difficult. Common reasons include the limited number of large sites, 

the high costs of land assembly, the high construction costs as a result of complex logistics, 

and political opposition. Many cities have sought to limit or prevent agglomeration because of 



the perceived costs such as overcrowding, congestion, harmful living environments, and risks 

of social instability or even one-party political dominance.10 

 

At the same time, many CBDs are evolving to have an increased share of residential as well as 

commercial development. This is partly driven by the arrival of other viable business districts 

nearby, but also by the declining office space per head that newer economy firms need, and 

increased digitisation and outsourcing of services. Many cities are seeing their CBDs become 

attractive living and leisure environments. 

 

Overall there is consensus that larger cities tend to have higher productivity, but a focus on net 

agglomeration benefits rather than gross benefits shows that the picture is more complex and 

dynamic, and needs to be assessed on a case by case basis.11 In 2016, there is still a vigorous 

debate about whether cities should build groups of nearby urban centres, or instead seek to 

expand and densify the core city.12 In general there is no universal right ‘answer’: the 

appropriate course of action depends on the factors such as the historic path cities inherit, their 

geographic layout and topography, the local returns to scale, the elasticity of housing supply, 

and the location of key amenities.  

 

2.5 The risks of diseconomies of agglomeration 

 

There are several important risks and diseconomies for cities and metropolitan areas if they do 

not adapt to and support these new kinds of agglomeration. Agglomeration comes with costs - 

higher rents, higher transportation costs, more congestion, pollution and other factors.13 

Diseconomies of agglomeration emerge when these costs rise, impacting on quality of life, 

without an increase in scale benefits, resulting in extra production, coordination and transaction 

costs.  

 

 Increased jobs and homes mismatches 

Many cities see areas in and around their business districts grow their jobs base but fail to 

increase (or even lose) housing. A lack of low-income and middle-income housing near to a 

main sources of jobs is a major challenge to businesses trying to attract and retain entry-level 

workers. It also results in high commuting times, increased traffic congestion and potentially 

lower child school performance.14 

 

 Diminished attraction to entrepreneurs, small businesses and investors  

High barriers to entry and damage to liveability can reduce the attraction of key districts to 

cost-sensitive firms in the innovation economy. Challenges in CBD locations can also lead 

inward investors to push for higher returns by exploring non-CBD assets and secondary 

markets.15 

 

 Fragmented brand, messaging and visibility to external audiences. 

High profile cost and quality of life concerns can have a negative impact on the profile and 

perception of a city’s main business locations, and can reduce appetite of potential city 

‘customers’ – firms, investors, visitors, students, etc – to sample or settle in the city. 

 

 Failures to increase opportunities for lower and medium-skilled working populations 



Cities that have not been able to integrate local domestic populations into their core 

employment sectors witness a number of externalities and rigidities relating to welfare costs, 

social cohesion, an inflexible labour pool, and reduced political support for pro-globalisation 

policies. 

 

 Reduced productivity and wages 

The overall effect of disagglomeration is either firm dispersal or high commute times and both 

ultimately reduce firm productivity. Firms are unable to generate as many high paying jobs and 

match them successfully to highly skilled workers. Studies have shown that disagglomeration 

effects on productivity are more pronounced when cities are administratively and politically 

fragmented.16 

 

2.6 Review of the Case Studies 

 

 

It is possible to ‘map’ the different models of CBD and sub-centre development in the global 

city-regions reviewed. 

 

International comparison highlights the wide variation both in terms of the number and 

complementarity of core business districts in global cities, and also in terms of the specific 

strategic approaches cities have adopted in the last and most recent cycle.  

 

Across 10 international examples, we may observe at least four distinct types of spatial 

economy: 

 

i. 1 large CBD supported by system of sub-centres and specialised districts 

(Examples: Munich, Singapore, Stockholm) 

A significant minority of cities have a business geography that remains strongly oriented 

around a single large CBD in the city centre. These cities have developed strong radial 

infrastructure systems designed to serve the main CBD, which has also retained big advantages 

over districts in terms of amenities, vibrancy and reputation. Many have tried to build critical 

mass in other locations but have yet to see any of these locations absorb substantial CBD 

functions. 

 

 

ii. 2 CBDs (Examples: Paris, Santiago, San Francisco) 

 

This group of cities have created a second CBD in the last few decades that has absorbed much 

of the corporate functions of the established core.  In the case of Paris, the establishment of a 

second CBD was deliberately planned as a way to create new office capacity and meet the 

demands for large and modern floorplates without impacting on the city’s historic core. In the 

cases of Santiago and San Francisco, the creation of second CBDs was largely unplanned, and 

public policy has reacted to the emergence of a second centre with supportive interventions. 

 

iii. 3 or more CBDs and other growing and complementary districts (Examples: 

London, New York, Seoul) 



Other cities have been through one or more cycles with two main CBDs and now possess three 

functioning CBDs plus multiple sub-centres. For established world cities such as London and 

New York, the evolution into this multi-centre model has unfolded over centuries, although 

recent initiatives have accelerated the pace of change. For emerging world cities like Seoul, the 

single CBD model has been rapidly transformed into a 3 CBD model as part of a wider strategic 

plan. 

 

iv. Polycentric model with strong re-urbanising trend towards main CBD 

(Examples: Toronto) 

Finally there is also a group of cities that have experienced a rapid de-centralisation of business 

activity which have created a distributed, polycentric system. Toronto is an example where 

employment sprawl took place in previous development cycles, partly as a result of governance 

fragmentation, and where many sub-centres have tried to develop the critical mass to gain CBD 

functions. However in the case of Toronto (and other cities such as Birmingham and Los 

Angeles), these initiatives have been limited or unsuccessful, and there is a gradual return to a 

more mono-centric model oriented around an expanded and regenerated Downtown. 

 

These models are summarised in Table 1. 

 

Table 1: Summary table of the different models and attributes of 10 cities’ spatial economy 

 

 Spatial model 
Strengths and 

weaknesses 

Key decisions, plans 

and reforms 

Strategic dilemmas and 

imperatives for district 

development 

London 

3 CBDs within 
central zone, and 
many other 
growing and 
complementary 
districts 

+ Rich choice of 
space, cost, locations  

- Conversion 
pressure; limited or 
declining visitor and 
retail offer 

 Development 
Corporations 
 Business Improvement 
Districts 
 Rail investment 
catalysts 

How to activate 
suburban town centre 
business districts 
 
Corridor development 

Munich 
1 CBD + mature 
system of sub-
centres 

+ Diversification and 
specialization 

+ Close links 
between academia, 
SMEs and corporate 
R&D  

- Lack of 
international 
visibility of non-
CBD functions  

•Bavaria state 
programmes to finance 
tech centres  
 High local/city 
government capacity = 
integrated dev. and 
coherent land-use. 

 Where and how to re-
use spaces  
 Improve collaboration 
with surrounding 
municipalities to bring 
forward more housing. 

New York 
2 CBDs evolving 
into  more poly-
centric model  

+High densities = 
agglomeration,  
vibrancy, resilience 
- High commuting 
times and housing 
costs 
- lacks grow-on space 

 Strong public and 
private management 
of v.large ex-industrial 
spaces 

 Proactive re-zoning 
and capital assistance 
of NYCEDC and City 
Planning department  

 Social disparities and 
inclusion as business 
gentrifies 

 Transport and public 
realm investment to 
support live/work 
CBDs 



Paris 

2 CBDs, new tech 
districts to break 
down city/suburbs 
divide 

+  Large, attractive 
and vibrant urban 
core = proximity 
between  business 
and creative clusters 
- 2nd CBD lacks 
prestige  
-High social + spatial 
disparities not solved 

 Grand Paris Express 
‘figure of 8’ metro.  
 Metropolitan authority 
created in 2016. 
 Integration of 
economic development 
actors into Paris & Co 

 Ensuring co-operation 
around Paris-Saclay 
project 
 Securing private 
investment into 
innovation economy. 

San Francisco 
2 CBDs (1 
downtown, 1 
corridor) 

+ Very strong 
knowledge exchange 
+ inter-firm 
spillovers 
- High rental costs 
and lack of housing 
supply 
- Car dependence 
and long-distance 
commute 

- BART rail system 
- Private sector-led 

economic 
development. 

 How and where to 
bring forward new 
development 

 How to ensure long-
term viability of 
districts in 2nd CBD 

Santiago 
New 2nd CBD in 
affluent inner 
suburbs 

+ Improved range 
and quality of stock 
-Lack of new CBD 
transport investment 
- Resident opposition 
to CBD development 
- High distance from 
low-income 
neighbourhoods 

 Large municipality and 
robust Regulatory Plan 
 Initial road tunnel and 
rail catalysts 
 Active involvement of 
business community to 
steer development. 

 More managed 
approach to CBD 
development 
 Increase appetite for 
densification 
 Capital investment 

Seoul 
Transition from 1 
CBD to 3 CBD 
model 

-Single CBD model 
= congestion, lack of 
spatial specialisation, 
limited choice or 
capacity, growing 
disparities between 
centre and periphery. 

 Clear 3 CBD structure 
in Seoul 2030 Plan 
 5 sub-regional plans to 
harmonise planning 
 Political de-
centralisation 

 Maximise proximity 
and agglomeration 
between the 3 CBDs 
and sub-centres 

Singapore 

Renewed and 
expanded main 
CBD, highly 
mono-centric, 
now creating 
second CBD 

+Incremental 
adjustment to fast-
changing economic 
cycles 
+Support global 
finance brand 
-Single use business 
parks -limited 
spillovers  
- Infrastructure stress 

 Concept Plan 
designating centres 
 District development 
agencies 
 Public agency 
expertise updating 
commercial land 
 High capital 
investment in long-
term infrastructure 

 Support for critical 
mass in new 
innovation 
district/CBD 

Stockholm 
1 CBD with 
growing 
specialization 

+Compact and 

efficient mono-

centric model  
- Unsuccessful 
attempts to build 
critical mass 
elsewhere 
- Increasing car use, 

radial demand, 

 Consistent investment 
in radial transport 
combined with dense 
district development 

 Empowered municipal 
district planning 

 

 Sequence 
infrastructure, firms, 
institutions and 
housing to achieve this 
critical mass  
 New pipeline of 
development to 
support spatial 
specialisation in main 
CBD 



limited suburban 

vibrancy. 

Toronto 

Polycentric, 
resurgent main 
CBD, suburban 
centres with 
limited prospects 
for growth, 
growing airport 
zone 

+ High quality and 

vibrant main CBD 

with deep 

institutional mix  

- Employment 

sprawl, competition 

for tax base and 

duplication 

- Limited capacity of 

main CBD to 

absorb sector 

diversification 

 Regional growth plan 
to densify around key 
nodes 
 Business coalition to 
support Airport Zone 

 Increase rate of 
investment in public 
transport, and avenues 
for inter-municipal 
collaboration 
 Improve analysis of 
travel-to-work 
catchments 

 

2.7 The evolution of CBDs in cities 

 

What is clear from the recent history of these 10 cities, and many others, is that the spatial 

economy of large global cities is dynamic, in constant evolution between one model and the 

next. This fluidity has at least three dimensions: 

 

 The relative size and dominance of the main historic CBD, and its evolution as a 

location for other kinds of non-business function (government, retail, entertainment, 

residential). 

 The number of other CBDs, and their respective functions and relative competitiveness. 

 The number of sub-centres and other specialised districts. 

This dynamism means that cities rarely exhibit the same model for more than 10-15 years. For 

example, many second CBDs eventually become larger than the original CBD (e.g. Midtown 

Manhattan and Las Condes Santiago). What is in one cycle an established CBD may in the 

next cycle become a secondary CBD in transition to a more mixed-use or residential district 

(eg Lower Manhattan).  Activity in the spaces between two CBDs may also eventually take on 

a CBD-type character, creating one single large zone of economic activity (eg Midtown in 

London). In the recent cycles of globalisation, and the next cycles to come, the equilibrium is 

always changing. It is common for cities to travel along a journey such as in Chart 1.  

 

Chart 1:  Typical cycles of CBD development in global cities 

 



 
 

Furthermore, the number of CBDs a city has is not always directly correlated to how mono-

centric or poly-centric its wider metropolitan economy is. Some cities with only 1 CBD have 

a fairly balanced poly-centric economy because they have a mature system of specialised 

clusters and districts dotted around the city and wider metropolitan area. Munich is one 

example. Others, such as New York, have many CBDs but they are all clustered within 

Manhattan and waterfront inner city locations, such that the city is still mono-centric in terms 

of transport flows and jobs/homes mismatches. 

 

Chart 2: CBD development and economic poly-centrism/mono-centrism in 10 global cities  

 
 

 

2.8 Advantages and externalities of the mono-centric model 

 

Many global cities, like Sydney, retain a profoundly mono-centric economic character with 

daily activity oriented around one large zone of economic activity in the city centre. This model 

offers certain advantages: 

 

• Agglomeration benefits. Many cities with large central CBDs benefit from spillovers 

that derive from the close proximity of financial and business services with 

government, cultural institutions, media, higher education, retail and real estate. Cross-

pollination between these sectors is regarded as an important driver of productivity and 

innovation, and access to this proximity is viewed as a source of competitive advantage. 

Most recently, the cross-over activity of finance, technology and science sectors since 

the 2008 crisis has been especially pronounced. 
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 Capacity for density and related advantages of efficiency and sustainability. Mono-

centric cities geared around one CBD are usually effective at densifying in the core and 

at its fringes. This provides opportunities for business activity to be supported by other 

amenities and facilities, which improves overall functionality and efficient use of time 

and resources. 

 

 Vibrancy and attractiveness. Dense clustering in an expanded CBD gives the 

established core and attraction, authenticity and appeal, due to its cosmopolitan 

diversity, quality built environment, and immediate access to historic and cultural 

assets. 

 

 Greater international visibility. Large single CBDs often tend to be most visible to 

international firms, investors and talent, and are often highly successful at attracting 

multiple sources of international demand. They also help create a metropolitan identity 

that is easier for those outside the region to ‘read’, understand and engage with. 

 

 Requires less institutional upheaval. Continuous incremental expansion of single CBDs 

is often the political path of least resistance, and over the short-term may incur the 

fewest political costs. 

  

However cities that have pursued a mono-centric model also explore alternatives because it 

gives rise to a number of negative externalities: 

  

 Diseconomies of agglomeration. It is common for large single CBDs to experience 

profound capacity constraints that give rise to negative effects of chronic congestion 

and cost deterrents. The costs of business occupancy in prime markets can be 

uncompetitive versus other cities. Increased costs of living for access to the CBD also 

increases the cost of labour to firms, and can have an impact on labour supply, 

especially for critical lower paid sectors (e.g. health, education, care, transport). The 

mono-centric, single-CBD model may also lack the agility to respond quickly to 

increased infrastructure and public service demands. 

 

 Spatial polarisation and social segregation. The spatial mismatch between jobs and 

housing intensifies with each cycle of population growth. Ever-longer transport 

journeys on routes with limited capacity growth adds significant infrastructure stress 

and is a major contributor to social and spatial inequality. 

 

 Vulnerability to residential conversion. Cities with one main CBD experience pressure 

to convert prime commercial space in order to build housing close to places of work. 

Because of the lack of flexibility and capacity, this can create short or medium-term 

shortages in commercial supply. 

 

2.9 The advantages of a poly-centric model 

 

The negative externalities of the mono-centric model means that many cities are seeking to 

develop more balanced, multi-centred economies by creating new employment sub-centres 

beyond the existing CBD. This shift is happening in both established and emerging cities, 



which are seeking to limit or prevent agglomeration in the main CBD because of the perceived 

costs of overcrowding, congestion, harmful living environments, and risks of social inequality 

and instability or even one-party political dominance.17 

 

The recognised advantages of developing new CBDs and sub-centres include: 

 

• Choice of spaces, costs and locations for firms. Cities with more than one major 

business location are able to supply companies with a wider range of commercial space, 

at different price points, and with each location possessing advantages of different types 

of firm and sector (e.g. proximity to workforce or transport, easier access for in-out 

traffic, etc.) 

 

 Specialisation and diversification. Cities with large business sub-centres have often 

been able to build deep sectoral specialisms and foster close links between academic 

institutes, universities, SMEs and corporate R&D. 

 

 Better growth management and more agile and flexible land-use. Multiple centres make 

more land for commercial and residential development available, and allow cities to 

transition from the corporate economy to the innovation economy more effectively and 

cheaply. 

 

 Distribution of prosperity. Although there is no guarantee, cities with mature 

polycentric employment tend to see prosperity shared more evenly around the whole 

metropolitan space. Because the cost of living near to jobs is usually more affordable, 

there is less acute spatial and social segregation. 

 

 Proximity to recreation and housing. Workers in successful sub-centres benefit from 

access to wide range of high quality housing and green space, and tend to achieve 

greater quality of life along multiple dimensions (lifestyle, recreation, work/life 

balance). 

 

 Innovation and positive competition within the metropolitan area. The responsible 

stewardship of multiple business districts within a metropolitan region can give rise to 

a high level of innovation and healthy competition to improve the attractiveness and 

functionality of the respective centres. 

2.10 Risks and disadvantages of creating new centres 

 

Over the past 30 years there are many more examples of failed attempts to build major 

secondary CBDs or sub-centres, than there have been success stories. The attachment to 

established locations is often strong (a form of spatial ‘lock in’), and the incentive framework 

may not be sufficiently appealing for corporate leaders to re-locate core functions. In places 

where it has worked, such as Canary Wharf (London) or Downtown Brooklyn (New York), 

typically the projects have experienced significant failure at first or were in doubt for a long 

period before eventually finding the right success model and market moment.  

 

There are at least nine common reasons why efforts to create new business districts fail: 



 

• Lack of scale and critical mass. In many global cities, business districts have been 

planned as one of a much wider group of new centres, which disperses functions thinly 

such that they cannot present an overall offer that is competitive with established 

districts. This is common in cities both where market speculation has occurred on the 

city fringes, and where public sector planning has designated multiple new centres 

simultaneously. Polycentric development has been shown to have a negative effect on 

metropolitan performance if the main urban centres are fairly equally sized, because of 

a lack of agglomeration benefits and the tendency to duplicate lower-order urban 

functions. 

 

Stockholm’s plan to create nine regional sub-centres over a 20 year time frame has gradually 

been scaled back, and instead the City is focusing its efforts on three of these centres in order 

to try and build the critical mass and scale quickly so that these areas can begin to host city 

centre functions. There is also concern in Paris that 20 signed Territorial Development 

Contracts between central government and groups of municipalities to finance and accelerate 

economic clustering is resulting in a lack of specialisation or critical mass. 

 

 

• Insufficient infrastructure. The lack of connectivity and increased journey times to 

existing CBDs, residential neighbourhoods or to airports and key rail termini has often 

deterred firms from re-locating. Several planned districts on greenfield land have been 

constrained by an over reliance on vehicle access, and others that have failed to 

adequately predict travel-to-work catchments and demand patterns. There are also 

many examples (Stockholm, Singapore) where radial road and rail lines continue to 

support concentration in the core city, even if public policy intends otherwise.  

 

• Amenity deficits. Single use office districts have regularly lacked both the basic and 

complex amenities that can be usually found in the city core. This often gives rise to 

perceptions that these districts are boring or ‘soul-less’ and lack appeal to new 

generations of knowledge workers who may enjoy the exclusivity and vibrancy of the 

existing CBD. A lack of quality amenities has also prevented some cities from 

intensifying suburban residential districts into  

 

• Planning and zoning limitations. Some districts have been zoned in such a way (e.g. 

elongated corridors) as to discourage walkability and interaction, or to prevent the right 

mix of uses from being developed. 

 

• Lack of international profile. Cities whose business and innovation assets are located 

at the city fringes sometimes lack international visibility in the sectors in which they 

are most competitive, and this can result in missed opportunities to attract investment 

and build customers. This tends to mean that specialised global functions continue to 

cluster in the most visible districts while more remote centres become more 

domestically focused. 

 



• Resident opposition is a common stumbling block in business districts that are in or 

near to lower-density residential neighbourhoods. A common outcome is the prevention 

of re-zoning and a slow pace of development that fails to capitalise on opportunities in 

a given growth cycle. 

 

• The pull of political institutions often means that decentralising corporate activity away 

from a CBD that is next to a seat of government is difficult. Demand to access decision-

makers and influencers in city, state and national politics often sways corporate 

location, notwithstanding other incentives. 

Beijing has tried to establish a polycentric spatial structure and decentralise employment and 

population – each of the last three city plans were focused on multiple centres. But today a 

large 300km2 area still accounts for the lion’s share of employment, so it is still very much 

mono-centric. This is because the central city still enjoys better infrastructure, hosts most of 

the government departments, hospitals and museums, while the radial road structure supports 

concentration rather than polycentricity.18 

 

• Downturns in business cycles interrupt development cycles. Economic crises usually 

result in an oversupply of office space and can lead new CBDs to fail to attract tenants, 

and ultimately even to convert uses to housing, hotels or retail. Downturns may also 

cut off vital sources of higher tier funding for public transport infrastructure 

improvements. 

In its first cycle, Canary Wharf originally suffered from a cyclical collapse in the 

commercial property market, combined with a lack of appeal as a single use office 

destination, and the absence of road and rail connections to central London. After struggling 

to attract tenants and filing for bankruptcy, the new CBD opted for a higher density mixed-

use model served by new infrastructure investment, eventually absorbing huge floor-space 

demand from the established CBD. 

 

• Metropolitan governance deficits often militate against a coherent strategy to steer 

development towards specific centres. Competition between municipalities for business 

tax base has resulted in a proliferation of development and wasteful duplication that 

ultimately prevents secondary business districts from acquiring the attributes to be 

competitive.  Fragmented governance also usually results in a lack of joint planning 

and advocacy to endorse a secondary CBD, and often fosters social and political divides 

between different parts of the metropolitan territory that create negative brands around 

potential new development areas. 

 

- Reliance on political collaboration. Metropolitan areas with a large business district 

outside the core city often experience municipal resistance both to the commercial 

densification that is necessary to support agglomeration, and to the need to bring 

forward land nearby for housing and other mixed-use development. Politically 

fragmented metropolitan cities also find that municipalities that do not directly benefit 

from new business districts are unwilling to co-finance new infrastructure. 

 



In 2016, there is still a vigorous debate about whether cities should build groups of nearby 

urban centres, or instead seek to expand and densify the core city.19 In general there is no 

universal right ‘answer’: the appropriate course of action depends on the factors such as the 

historic path cities inherit, the local returns to scale, the elasticity of housing supply, and the 

location of key amenities.  

 

 

  



3. Review of the economic geography of Sydney’s peers 

 

Characterising the spatial economy of global cities is far from easy. One outcome of 

globalization is that cities are “simultaneously centralized and decentralized, spread out and 

concentrated.”20 This section summarises the spatial development of 10 metropolitan 

economies of comparable size or with relevant assets to Sydney. For each city it provides a 1 

page assessment of: 

 

 each city’s spatial economic evolution 

 the main strengths and weaknesses of their existing model 

 the decisions, plans and reforms that have influenced and enabled the development of 

new business districts 

For reasons of language and culture, not every city adopts the terminology of ‘CBDs’ to 

describe their business geography, and instead may assess business locations more in terms of 

functions and specialisation (e.g. the Financial District, the Creative Quarter, etc). For a variety 

of reasons terminology such as ‘CBDs’, ‘precincts’, and other ‘planning’ language has fallen 

into popular use in Australia. But this is not common elsewhere.    

 

In some of the global cases, cities do not regard themselves as possessing one or more CBD, 

and may adopt a more fluid analysis based on which districts play what roles. For comparative 

purposes, in this section we identify the primary business centres as CBDs, and classify other 

knowledge districts, innovation districts or airport districts as different types of sub-centre. 

 
3.1 London 

Model 3 CBDs and many other growing and complementary districts 

Advantages and 

disadvantages 

+ Variety of space, cost and locations for firms 

+ Strong agglomeration effects between tech and finance sectors 

-  Pressure to convert prime commercial space into residential 

-  Challenges creating weekend vibrancy and a high quality visitor 

and retail offer 

Current CBD strategy  Support and promote Central Activities Zone as super-CBD. 

Intensify well-connected suburban centres (Stratford/Croydon) 

Key enablers  Derelict or under-utilised industrial and logistics land. 

 Development Corporation to manage economic restructuring 

away from port-related and manufacturing activities.  

 Rapid rail transport has been essential: Jubilee Line and DLR in 

1st cycle. Whole tube system upgrades in 2nd cycle. Crossrail in 

3rd cycle. 

 Business Improvement Districts 

 



 
London has a unique history of building new districts to serve new development purposes. As 

early as the 11th century, Westminster was established 1 kilometre west of the City of London 

to serve as the centre for London’s royal and political institutions.  

 

These two areas were quite distinct for a long time, and as London grew into an international 

hub of commerce and trade in the 18th and 19th centuries, the City of London retained its core 

CBD role but the West End increasingly became a destination for private banking, fashion and 

entertainment. Industry was displaced to surrounding areas of Clerkenwell, Spitalfields and the 

East End. London’s first road bypass, the New Road, was created in 1755 in part to improve 

connectivity between the two districts. 

 

As London has ‘regionalised’ over the last 100 years, the travel-to-work patterns have become 

mono-centric, with a large ‘central activities zone’ surrounded by numerous commuter towns 

and villages. But until the 1980s, this central zone still mainly consisted of the two historic 

poles – the City of London and the West End.  

 

The creation of a third CBD: Canary Wharf 

 

London is now in its third cycle of re-urbanisation since inner city population flight 

unexpectedly went into reverse in the mid-1980s. In the first cycle, from 1985-1995, London 

deliberately tried to build an entirely new business district five miles to the east of the City of 

London in Canary Wharf. Initially it was designed to be low density and single use (offices), 

as few anticipated the demand for 24 hour living and mixed amenities.  

 

After initially struggling to attract tenants and filing for bankruptcy, rail investment to bring 

the DLR and Jubilee Line to the district signaled an upturn in fortunes.  Canary Wharf’s 

financial employment rose from 1,000 to 47,000 between 1991 and 2005. Today it hosts an 

employment density of 600,000 per square mile.21 Canary Wharf is a distinct centre but benefits 

from the City of London’s agglomeration economies given journey times of 11 minutes by 

DLR and 17 minutes by Underground.  

 

Canary Wharf set the trend in London for higher density, 24 hour living and mixed amenity 

commercial districts, on sites unlocked by transport investment. The licensing of high-spec tall 

buildings also helped absorb huge floor-space demand in the City and provided the flexibility 

for tenants to grow or shrink. Higher commercial densities in an expanded city centre have 

been matched by residential and leisure facilities to serve it, resulting in big overall gains in 

efficiency and sustainability.  

 

Complementarities between London’s CBDs 

 

Over the last 20 years the City of London and Canary Wharf have been the locations of choice 

for most financial services occupiers, with the West End popular with specialist firms such as 

hedge funds, as well as creative industries.22 In effect, there are now two nearly contiguous 



CBDs within central London, a further CBD further east, and a variety of smaller business 

districts that provide complementary and supportive functions. The three main CBDs are: 

 The original CBD, the City of London, which remains highly attractive to banking, 

insurance and government. The City is increasingly spilling over into the City Fringe 

to the East. 

 The West End. In recent years, the West End has been a more expensive office 

market that the City of London.  

 Canary Wharf, which offers high quality grade A accommodation at cheaper prices 

than the City of London.  

London’s business economy is evolving quickly into an even more polycentric structure, 

accelerated by transport infrastructure coming online such as Crossrail and Thameslink. 

Locations such as Paddington, London Bridge/South Bank, Holborn, Victoria, Euston and now 

Kings Cross and Stratford all providing high quality commercial space for professional 

services, digital technology firms, higher education and creative industries. These will enhance 

London’s commercial property offer and offer occupiers a wider choice of locations and cost 

levels. 

 

Industry clusters in and around the two main central London CBDs23 

 

 

 
 

City of LondonWest End
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The agglomeration of specialisations in London clustered in these central districts, is a major 

driver of the city’s growth and innovation. Being located in one of these districts is viewed as 

an essential competitive advantage for many firms, and significant ‘cross pollination’ between 

these sectors takes place.  

 

The role of business improvement districts in London 

 

Business Improvement Districts in London’s CBDs 
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Outlook and strategy for London 

 

In 2015, Greater London surpassed its all-time record population and is absorbing an extra 

120,000 people each year. The growth of media, tourism, software and technology creates 

demand for a diverse and robust mix of real estate. Together these factors present an 

unavoidable imperative for London to find new and bold solutions to safeguard both residential 

and commercial supply. 

 

At the same time, London’s regional centres such as Cambridge, Oxford, Reading and Milton 

Keynes are also absorbing an ever increasing share of regional private sector jobs. 

 

  



3.2 Munich 

Model 1 successful CBD surrounded by mature system of sub-centres. 

Advantages and 

disadvantages 

+ Diversification and specialization 

+ Close links between academic institutes, SMEs and corporate 

R&D in the sub-centres 

-  Reliance on surrounding municipalities to bring forward land for 

housing.  

-  Unwillingness to co-finance new infrastructure. 

- technological and innovation assets at the city fringes lack 

international visibility 

Current spatial strategy   Optimisation of city’s North East, between city centre and 

airport to relieve space shortages and absorb population. 

Key enablers  Well-funded state government investment programmes 

 Relocation of airport to north-east of the city, unlocked a new 

corridor of development. 

 Clear delegation of land-use powers obliges investors to 

redevelop brownfield sites, cater for both SMEs and global 

firms, strategic approach to future economic land, focus on a 

mix of transport modes. 
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Munich metropolitan area has one of the most even distributions of employment of any 

European city. Half of Munich metropolitan residents live in the core city, and the rest live in 

eight surrounding counties. But the inner and outer ring now host some of the leading clusters 

of economic development, and Munich has made substantial effort to increase proximity 

between firms to achieve agglomeration benefits. Today Munich is an example of a city with 

a successful inner city for specialised global functions surrounded by attractive business sub-

centres.25 This balanced model is called the “Munich Mix”. 

 

Over the last 30 years Munich has made a transition towards a much more diversified economic 

base, with growth in advanced knowledge sectors such as finance and insurance, broadcasting 

and media, biotechnology and IT, as well as corporate R&D. This transition was supported by 

dedicated Bavaria state programmes which targeted support for innovation and technology, 

and the creation of technology centres.  

 

The enlarged CBD is bounded by the Mittlerer ring road is the main agglomeration for different 

clusters of firms, research, government, education and culture. 60% of the region’s labour force 

work in the main city. The centre remains the most attractive for many businesses to locate 

because of the built environment, social and recreational milieu, and the diversified mix of 

functions. At its northern edge, located between the city centre and Munich airport, an area 

called Parkstadt Schwabing is increasingly absorbing some CBD functions.  

 

Munich’s sub-centres model 

 

Over time, many of Munich’s strongest new clusters (biotechnology, life sciences) have 

assembled in small villages just within or beyond the Munich city borders, while others (media, 

creative industries) gathered slightly more centrally, including in vacant industrial areas. This 

decentralisation of economic activity was driven by several factors: 

 limited space for development more centrally 

 attractive quality of life at the edge of the city and just beyond the city. 

 competition for tax base from the outer municipalities.  

 The transfer of airport functions to Freising in northern Munich, which created a new 

urban centre. 

This has given rise to specialist cluster districts (Garching, Ismaning, Martinsried, Freiham 

South, Ottobrunn, Taufkirchen and Grunwald), which have large numbers of business and IT 

services, combined with individual aerospace, energy, media or finance specialisms. The larger 

towns of Dachau, Starnberg and Freising, further out, also have developed a substantial 

business offer. In both the inner city and surrounding nodes, the city has successfully combined 

large globally oriented firms with agile smaller companies.26 

 

Munich’s Suburban High Tech Districts 
 

Garching is a small town between Munich and its airport that has emerged into a major 

business cluster for science firms. The cluster grew around Germany’s first nuclear reactor, 

which made it an attractive location for science and technology institutions, with federal 

bodies playing a catalytic role. Multi-level political unity and commitment has provided the 

long-term conditions for institutes and companies to continue to re-locate there, while 

investment in fast public transport (<30 minutes) to Munich city centre has been an important 

advantage. 

 



Meanwhile Munich’s biotechnology sector has become concentrated in Martinsried, a rural 

community just outside the city where are 200 biotechnology firms and research institutes 

are located. First initiated in the 1970s, the district has benefited substantially from Federal 

and State investment in commercial research by funding to physical and networking 

infrastructure. The district has added a new life sciences campus, as well as incubators. The 

district benefits from a state agency called BioMAG which operates as a broker between 

start-ups and venture capital.27 

 

Munich’s firms business links with surrounding towns in the metropolitan region 

 
 

This process means that the Munich region is now polycentric, with strong interdependence 

between the traditional city core and the smaller towns that surround it. Firms outside the main 

city are more domestically focused and much less likely to have offices in international 

locations.28 Munich’s balanced model has served the growth and prosperity of the surrounding 

districts. Five of the ten richest districts in Germany are in the periphery of Munich.29  

 

The polycentric model has been supported by: 

 a highly integrated network of public transport and road connections, which has spread 

demand across the region and reduced territorial inequalities around jobs and income. 

 unusual institutional ‘thickness.’ A high degree of government capacity at the local and 

city levels helps create an integrated development strategy and coherent land-use. 

Munich’s successful model is now reaching its limits. Within the core city Munich is running 

out of spaces to re-use and more collaboration with surrounding municipalities is needed, 

especially to bring forward more housing. 

 

  



3.3 New York 

Model 2 CBDs, an emerging 3rd CBD in Brooklyn, other innovation 

economy districts, 1st CBD evolving into a mixed-use/residential 

district 

Advantages and 

disadvantages 

+Supports very high densities and very strong agglomeration 

effects 

+ Very attractive and vibrant, resilient demand 

- high commuting times and housing costs 

- lack of grow-on space for successful entrepreneurs to scale up 

Current spatial strategy  Support development of new districts to provide them with 

potential to become hubs for the innovation economy, thereby 

supporting the growth of live/work neighbourhoods 

Key enablers  Many large under-used industrial spaces 

 NYCEDC and City Planning department recognition of 

economic opportunity, re-zoning and capital assistance 

 The gentrification of business – business following people into 

the vibrant suburbs 
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Lower Manhattan was New York’s first CBD. By the early 19th century Lower Manhattan 

was one of the world’s great business centres. The Dutch and English merchant counting 

houses, next to the Port, were used to manage the two-way movement of goods, and clustering 

was necessary to supervise the process, facilitate transactions, and arrange joint ventures. This 

gave rise to Wall Street, the buying and selling of securities, and the New York Stock 

Exchange. Wall Street’s success meant that bankers and brokers had to be located nearby, and 

large financial and legal firms established their headquarters Downtown. The agglomeration 

of all the firms and workers created unintended spillovers that saw the district become a world 

capital of business innovation. 

 

In the 19th century it was expected that Lower Manhattan would continue expanding 

indefinitely, but instead a new CBD was born 5 kilometres further North. Midtown emerged 

as a second CBD due to three factors: 

 The decision to locate Grand Central Station on 42nd Street 

 The completion of New York’s first subway line, which ran along 42nd street 

 Geological barriers to building skyscrapers immediately North 

 Business preference to be closer to their customers, wealthy residents (especially for 

firms in retail, architecture, real estate, media and insurance). 

Midtown eventually overtook Lower Manhattan, especially for law firms, banks and publishing 

houses. Now it has more than 22 million square metres of office space, nearly three times as 

much as Lower Manhattan.30 

 

The rise of Midtown as New York’s second CBD, in the early 20th century 

 
 

New York witnessed a business decline in the postwar era. Between 1956 and 1974, the number 

of Fortune 500 companies with headquarters in New York fell from 140 to 98, with several 

moving out to the wider region. Companies like IBM decided to move out due to congestion, 

high costs and deteriorating quality of life. 



 

An office building boom from 1968 to 1973 included one of many attempts to build economic 

centres beyond Manhattan, from the 1970s through to the early 2000s, all of which struggled. 

In particular targeted development to turn Downtown Brooklyn into a CBD failed, and much 

of the office development was later turned into housing, hotels and retail. Manhattan still hosts 

84% of the city’s office space.31 

 

Since 9/11 the centre of gravity between the two main CBDs has moved north towards 

Midtown. Rents in Midtown are now around 50% higher for Class A space than in Lower 

Manhattan, and there is a wider range of floorplates.32 The Midtown CBD is expanding due to 

growth in Midtown West, being shaped by the keynote mixed-use Hudson Yards project, where 

the City government is spending $3 billion to stimulate 2 million square metres of office space 

development. Lower Manhattan has become much more residential - between 2000 and 2013, 

the area’s population increased from 24,000 to 60,000 – and is popular with media, technology 

and creative firms.33 

 

New CBDs in New York 

 

The major new trend in New York is the so-called ‘gentrification of business’, where 

businesses relocate to trendy mixed-use and residential neighborhoods. Some of these are on 

the fringes of the existing CBDs, such as Midtown South and Hudson Yards, which have 

become popular with start-up firms and established companies. But others are outside of 

Manhattan altogether, for the first time. This has an impact on older offices in the two 

traditional CBDs.34 

 

Downtown Brooklyn was the subject of studies and development plans since as early as 1950. 

Multiple levels of government invested in making it a centre for government, institutions and 

training, and office investment followed into the MetroTech Center, part-sponsored by the 

City.  But well into the 1980s the area was in decline, and despite grand plans, by the 2000s it 

became clear it could not depend solely on commercial office towers. Some argued that the 

plans over-estimated conventional office demand from business services.  

 

In 2004 the district was rezoned – resulting in a high number of luxury residential towers, and 

much less office development than was intended. Smaller office spaces have been built within 

mixed-use buildings and neighbourhoods, providing a mixture of residential, retail, hotels, and 

offices.35 It now benefits from proximity to Lower Manhattan and Brooklyn residents, and 

affordable Class A office space and industrial buildings. In the decade after 2004, more than 

1.2 million sq m of new or rehabilitated residential, commercial, and institutional space was 

established, and the population of the wider area grew by around 15%. Three Business 

Improvement Districts (BIDs) provide sanitation, security, and marketing for retailers 

throughout the area.36 

 

The newfound success of Downtown Brooklyn has been attributed to: 

 the role of the arts and culture 

 the growth of the innovation economy and adaptability of commercial space to supply 

it 

 collaboration among local higher education institutions 

 Targeted investments and new City policies – whereby $400 million in city funding at 

the time of rezoning leveraged $10 billion in private investment 



 The Downtown Brooklyn Partnership, a not-for-profit local development corporation37 

Long Island City, over the river from Midtown in Queens, is also absorbing demand from 

Manhattan, due to its rental affordability and strong transport links, and is benefiting from 

anticipation in the new Cornell Applied Sciences Campus on Roosevelt Island, located between 

Manhattan and Queens. The district benefits from a large inventory of industrial and warehouse 

buildings that can be converted. More than 7,000 businesses and 90,000 jobs are currently 

located in Long Island City. 

 

New York’s cycles of CBDs 

1st Cycle Lower Manhattan 1800-1910 

2nd 

Cycle 

Lower Manhattan and Midtown 1910-2008 

3rd 

Cycle 

Polycentric: Midtown, Lower Manhattan, 

Brooklyn CBD + distributed locations in 

Brooklyn, Queens and West Side 

Manhattan. 

2008-2030 

  



3.4 Paris 

Model Established second CBD, new attempt to achieve poly-centric 

development. 

Advantages and 

disadvantages 

+  Large, attractive and vibrant urban core with close proximity 

between  business and creative clusters 

 -   Second CBD (La Defense) seen as less prestigious that old 

refurbished buildings within the city limits. 

 -   Social and spatial disparities between city and suburbs not solve 

Current spatial strategy  Integrate the city and suburbs through an arc of economic 

development that erases the boundary of the ring road. 

 Consolidate all science/research assets in one suburban space, 

Paris-Saclay.  

Key enablers  New EUR30bn Figure of 8 metro line extending deep into 

metropolitan area 

 Creation of new Grand Paris metropolitan authority 

 Integration of multiple economic development actors into Paris 

& Co, which manages incubator spaces 

 

 
 

 

  

Arc of 
Innovation

Paris Saclay

La Defense 
CBD

Established CBD

Emerging CBD
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Paris has 50 years of experience at trying to build a poly-centric urban form in a monocentric 

region. It was one of the first cities to plan and build an alternative CBD beyond the main city 

core, with La Defense created in the 1960s just beyond the ring road to host corporate HQs 

and advanced producer services. This matured into Paris’s second business district, and since 

then regional spatial policies have consistently advocated polycentrism to reduce development 

pressure on Paris and correct spatial imbalances.38 However these have largely failed to be 

implemented because of a metropolitan governance deficit that prevented a shared and 

enforceable planning approach from coming forward.  

 

In the last decade Paris has been subject to a top-down cluster approach that tries to group firms 

and research-intensive universities and research facilities from the same sector all together in 

7-8 distinct clusters. In addition to the financial centre of La Defense and the science and 

technology centre in Saclay, other clusters for creative high-tech, aviation, medical research 

and smart urban technology were earmarked around the suburbs. Over time, science and R&D 

activities did cluster in the suburban south-west. 

 

Despite long-term efforts, most business services, cultural and creative industries have 

continued to locate in the city core. Many secondary cities emerged at the far periphery of 

the Paris region, but these mainly served the growth of the centre and added to the commuting 

traffic. More recently, the city has seen the revival of the ‘first suburbs’ just beyond the main 

city of Paris, with businesses de-concentrating some of their activities to these areas while the 

most productive activities remain in the centre. This model in Paris has sometimes been 

labelled a ‘multi-polar mono-centric’ system.39 

 

The major shift in the new cycle for Paris is the forthcoming Grand Paris Express figure of 

eight metro line, which will be finished in 8 years. To encourage development around this line, 

new Territorial Development Contracts (CDTs) have been created. They are 15 year contracts 

between the central government and groups of small municipalities designed to finance projects 

and accelerate economic clustering. More than 20 of these contracts have been signed, and this 

large number is viewed to result in a lack of specialisation or critical mass. Only a small number 

are viewed to have the scale, ambition and potential to become successful sub-centres of the 

regional economy.40 

 

Current spatial strategy 

 

Paris now has almost no free land left for development in the inner city, and the key strategy 

now is to incorporate the suburbs into the city and bridge the economic and demographic 

disparities between the suburbs and the centre. The inner suburbs have absorbed much of the 

job growth since 2008, especially in communes to the east and north where large industrial 

buildings and housing complexes are being re-converted for start-ups. 

 

1. Paris is looking to consolidate many of its best research institutions under one common 

brand, Paris-Saclay. This is being carried out in order to give Paris the kind of global 

visibility for science and innovation to rival Silicon Valley. The huge site is located 45 

minutes from central Paris, near to the city’s suburban industry. Large firms across 

leading sectors such as energy, IT, automotive and health are moving to the 

development but there are two main challenges. Firstly the established elite universities 

– Grandes Ecoles – are reluctant to integrate with more run-of-the-mill universities and 

lose their own identity. This leads to concerns that each university is looking to retain 



its own autonomy and not commit to the shared governance that is viewed as necessary 

to add international profile. Secondly the site still has a green, suburban, feel and lacks 

the vibrancy to appeal to the full range of younger talent. 

2. Secondly, Paris is looking to re-balance the city economy eastwards by building an 

‘Arc of Innovation’ in Eastern Paris. This stretches from ‘12pm to 6pm’ around its 

ring road, which separates the city from the suburbs. The project involves the 

collaboration of 20 neighbourhoods either side of the road. The innovation economy is 

the major trigger of this new phase of urban and social development and the aim is to 

turn this arc into the main centre for start-ups in Europe, with the help of public and 

private investment. The area was selected because of the diversity and creativity of the 

local population, the large number of higher education and cultural assets, and the 

under-utilised land and real estate opportunities. Already the area is home some of the 

largest converted buildings and incubators in Europe (Le Cargo, Le Halle Freyssinet). 

 

Paris’s ability to manage this process has been aided by the enhanced role played by Paris&Co. 

It is the city’s economic development and innovation agency created from a 2015 merger 

between Paris Développement, the agency in charge of inward investment attraction and Paris 

Region Lab, the agency dedicated to the development of the Parisian innovation ecosystem. 

Paris&Co manages many start-up incubators, experiments with new solutions and organises 

cooperation between startups and global players, and as a result of its success, private 

companies are now opening up their space to Paris &Co. 

 

 

 

 

 

 

 

 

 

 

 

 

  



3.5 San Francisco/Bay Area 

Model 2 CBDs, one a downtown (San Francisco), the other a corridor 

(Silicon Valley) 

Advantages and 

disadvantages 

+ Very strong knowledge exchange + inter-firm spillovers 
-  High rental costs and lack of housing supply 
-  Car dependence and long-distance commuting 

Current spatial strategy  Mixed-use densification of 1st CBD (San Francisco) 

Key enablers  Zoning 

 Tax policy 

 Investment in the public realm  

 

 
 

San Francisco/Bay Area has hosted one of the world’s leading innovation systems for the past 

50 years. It has unique economic specialisations in personal computers and smart phones, cloud 

computing, semiconductors, clean technology, biotechnology, medicine and magnetic storage, 

which have re-invented themselves across economic cycles. In addition it hosts successful 

tourism, food and wine clusters. 

 



Agglomeration in San Francisco has been underpinned by university R&D, a highly skilled 

engineering, coding and design workforce, experienced entrepreneurs and the range of risk 

capital. In terms of district development, this has unfolded in three broad cycles. 

 

1st cycle CBD growth 

 

San Francisco’s CBD has long been its Downtown.  The high-rise office district experienced a 

boom in the 1970s and 1980s, with a new regional transport system (BART) bringing workers 

into the downtown core. Downtown was the historic financial and business service 

employment centre, and nearby Oakland and the East Bay were home to the port and heavy 

industry. 

 

This model had advantages in terms of providing concentrated access to a wide range of high-

skill and mid-skill jobs. The increased densities in Downtown made it more walkable, more 

people commuted by public transport, and the high concentration increased business 

interaction. However the fairly single-use CBD lacked vibrancy in the evenings, and was 

vulnerable to downturns in the real estate market. The monocentric model also fostered 

inefficient one-way use of infrastructure and increased commuting distances. 

 

2nd cycle 1985-2008: A new suburban corridor and the decline of the CBD 

 

30 miles south west, San Jose and the South Bay, better known as Silicon Valley, gradually 

attracted capital investment into its information technology industry. A 20 mile corridor of high 

tech campuses rapidly emerged, stretching from San Jose in the east to Palo Alto in the west. 

The Silicon Valley cluster did not concentrate within a traditional CBD, but instead spread out 

in a chain along key junctions along the road and rail corridor.  

 

With the rise of suburban office parks across the region, San Francisco witnessed the rise of 

‘reverse commuting’ to Silicon Valley’s corporate campuses via shuttle buses, CalTrain, and 

personal vehicles.41 Downtown San Francisco saw its share of metropolitan jobs fall to below 

10% by 2008.42 

 



 
Source: Alisdair Rae (2015).43 

 

A plan aimed to respond to the renewed desire for downtown living, increase the supply of 

housing and focus new office growth south into the Downtown ‘South of Market’ district, 

SOMA. Gradually a tension emerged as to whether to retain Downtown as primarily office 

development or permit more mixed-use residential and entertainment uses to increase vibrancy 

and partly combat urban sprawl. In San Francisco this choice has been framed as one between 

a ‘Central Business District’ or a larger ‘Central Social District.’44  

 

Certain other externalities emerged in the new model. Car dependence grew and the 

metropolitan area saw the highest amount of long-distance commuting in the United States.45 

The city of San Jose also partly lost its status as a walkable centre of commerce.  

 

3rd cycle 2008- present: the re-urbanisation of business 

 

Technology firms have migrated to Downtown San Francisco and surrounding districts, trading 

office parks for converted industrial warehouses and Class A office buildings near existing 

mixed-use areas. Google, Twitter, Yelp, Uber, Airbnb, Dropbox, and others are either located 

or have signed agreements to occupy space in SOMA. Around 80% of recent office demand 

has been driven by technology companies.46 

 

Other centres are beginning to benefit from the overspill from tenants looking to avoid high 

rentals. Downtown San Jose in particular is beginning to re-emerge as an attractive mixed-used 

environment.47  



 

In this cycle, San Francisco’s economy has become more specialised. Limited housing supply 

and transport infrastructure has seen many financial, manufacturing and distribution firms 

move out of the region.48 

 

  



3.6 Santiago 

Model Second CBD among affluent inner city neighbourhoods 

Advantages and 

disadvantages 

+ Increased the range and quality of commercial stock, provided a 

new iconic business destination. 

- Single CBD model suffered from high daily commuting volume 

from low-income to high-income areas, congestion, long travel 

times and distances. 

- Limited transport investment to support new CBD 

- Proximity to exclusive neighbourhoods = resistance and delays 

to development 

Current spatial strategy  Residential densification of the city centre 

Key enablers  Large municipality and strong Regulatory Plan 

 Road and rail connections to city centre and to desirable out-of-

town locations. 

 Proximity to attractive and exclusive neighbourhoods, 

commitment to pedestrianisation. 

 Active involvement of business community to steer 

development. 
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Santiago is an example of a city whose main historic CBD has been partly eclipsed by new 

business districts established in affluent neighbourhoods in the inner city. 

 

Santiago was until recently a very monocentric city, despite the expansion of the urban 

footprint. In 1970, nearly half of the metropolitan population lived in the city centre or the 

immediate ring of surrounding districts (comunas), but this figure has fallen substantially due 

to sprawl in the West, South and Southeast. Nevertheless Downtown Santiago was the main 

business and government centre until the 1990s, and still possesses the best transport 

connections. But congestion in city centre saw some financial firms begin to move east to 

Santiago’s ‘midtown’, halfway between affluent suburbs and the historic centre.  

 

New CBDs beyond the city centre 

 

Santiago’s new business district development was slowly taking place since the 1980s but took 

off in the aftermath of the 1997 downturn. With development constraints preventing 

Downtown Santiago from absorbing capacity, multi-national companies began to rent class A 

space in higher numbers.  

 

Las Condes is a large formerly residential municipality (99km2) in the east of Santiago, 20km 

from downtown. Development began in the 1980s with the arrival of Santiago metro. Gradually 

companies began to migrate to the district from Downtown. Today it is now by far the largest 

business district in Santiago, with well over 50 office towers, more than 1 million square metres 

of Class A space, four times more than Downtown Santiago. The first cycle of development 

took place in an area called El Golf, the second cycle nearby in Nuevo Las Condes, and the 

third in Nueva Apoquindo, all within the same municipality, located 2-3km from each other.49 

It is now the corporate headquarters for LAN Airlines, Intel, Groupon, Microsoft, Movistar, 

Marriott and Hyatt, among others. It is sometimes referred to as ‘Sanhattan.’ 

 

The growth of this new CBD was not straightforward, especially the previous land uses 

(residential, social housing). Many owners of existing homes in the area were opposed to 

selling their property to the real estate sector. A number of factors are viewed to have 

contributed to its success: 

- A 1995 Regulatory Plan was important in providing incentives and confidence for 

private companies and institutional investors to make investments. 

- The pedestrianisation of the area by building underground parking, was a bold step 

supported by planning agency SECPLAN and the Directorate of Urbanism  

- Strong business leadership 

- Las Condes municipality took the unusual step to pay for the construction of a new 

subway route to extend a Transantiago line. This encouraged many companies to set up 

their head offices and so the cost was more than recouped in tax revenues.50 

Other districts nearby to Las Condes have also emerged. Providencia has emerged as the next 

largest centre since 2008, but mostly features Class B space.51 Huechuraba, Lo Barnechea and 

Vitacura are the other business centres but are much smaller. The main challenges that this 

cluster of business districts east of Downtown Santiago have experienced is the slow 

development of the transport system.  

 

Enablers 

 



A programme of national highway construction was one of the major catalysts for new business 

district development. The development of a Northeast Access tunnel (Acceso Noroiente) 

provided a direct connection between the affluent north-east inner suburbs and the attractive 

agricultural valley Chicureo. This stimulated development in private sector projects in Las 

Condes and Lo Barnechea, where local leaders had successfully marketed their lifestyle 

advantages. A key milestone was the development of the Torre de la Industria in 1993, the 

highest skyscraper in Santiago. 

 

  



3.7 Seoul 

Model Transition from 1 CBD to 3 CBD model 

Advantages and 

disadvantages 
 Single CBD model led to congestion, lack of spatial 

specialisation, limited choice or capacity, and growing 

disparities between centre and periphery. 

Current spatial strategy   3 CBDs and 7 specialised sub-centre districts, centrepiece of 

Seoul 2030 Plan. 

Key enablers  5 sub-regional plans to improve links between high-level and 

district-level planning. 

 Official designation by metropolitan government = targeted 

densification and zoning for specific sectors in each district. 

 Improved transport co-operation with surrounding region 

incentivises firms to leave main CBD. 

 

Seoul’s knowledge economy is rapidly changing in terms of its spatial character. In order to 

meet the rising quality of life expectations of residents and decongest the city, the city is 

moving from a 1-CBD structure to a 3 CBD structure. This is at the heart to achieve more 

balanced regional development and achieve greater specialization across the city’s primary and 

secondary commercial districts. 

 

Seoul has become a leader in IT convergence sectors (intelligent robots, digital content, digital 

games, e-health), as well as in biomedical, nanotechnology and media. The city is now making 

rapid transition towards the innovation economy, with the Korean government supporting 

SMEs to internationalise. Initially this led to a focus on small-scale innovation, mainly around 

software, but now there is a focus on planning and managing entire districts. 

 

Seoul’s historic CBD, known simply as Seoul CBD, has been home to most governing 

agencies, major domestic company headquarters, and many of the largest financial institutions. 

Korean conglomerates remain critical sources of demand for prime-class office space here. 

Most of the major consulting, legal firms continue to prefer this CBD. It retains the status of 

the most attractive and prestigious district and is 10-20% more expensive than the rest. 

However for over a decade it has not had the capacity to absorb all of Seoul’s business demand. 

A new 3-CBD model was therefore proposed. 

 

The two new CBDs 

 

(1) Gangnam. Once an agricultural area, Gangnam is an urban district popular with 

engineering and technology firms, while conglomerates headquarters are increasing moving 

here. Education and health companies have clustered here. Its two mile stretch called Tehran 

Road is home to three tech campuses and some of the first co-working spaces and stand-alone 

incubators established in Korea. Gangnam station has been the main gateway to the district. 

 

(2) Yeouido International Finance Centre was established in 2011, with national agencies such 

as the Korea Exchange and Financial Supervisory Service having moved into the area as part 

the government drive to build a new centre for finance. It is already popular with consulting, 

insurance, venture capital and asset management firms, but vacancy rates have been higher. 52 



 

These three districts are known in Seoul as CBD, GBD and YBD respectively. As of 2011, 

around 70% of Seoul’s large buildings (30,000m2 gross floor area) are located in these three 

districts. They form a triangle, each located about 8 miles from each other. 

 

Remote sensing analysis of key commercial districts in Seoul53 

 
 

These 3 CBDs are supported by 7 sub-centres which are hosting their own business clusters. 

Although these sub-centres are designed to be more domestic in orientation, they are absorbing 

a lot more office demand from international firms than they used to, attracted by lower 

operational costs, better infrastructure and government subsidies. This is especially happening 

in software, media and telecommunications sectors and science R&D.  Many of these sub-

centres are only permitted to host firms in specific sectors (e.g. media, technology), but these 

restrictions are being eased incrementally. 

 

This approach has given rise to important new districts, the most significant of which are: 

 

 Magok District – a mixed use 4km2 R&D cluster (IT, bio,nano) that features 12,000 

homes. This district benefits from its location along the road traffic corridor to 

Northeast Asia, as well as two subway lines direct to the airport and the city centre. 

Companies have begun moving in since 2015. 

 Digital Media City. Like Here East in London’s Stratford, this former stadium host 

area is now a centre for gaming, broadcasting, digital media and entertainment. It took 

nearly 10 years to become popular, but now big media firms moving there from the 3 

main business districts because of cheaper costs and more appealing working 

environment. Its attraction includes extremely fast high-speed fibre optic connections, 

Seoul CBD

Gangnam CBD

Yeouido CBD



low rates for foreign firms when renting offices from the SMG, for up to 50 year terms, 

and the provision by the SMG of some rental housing for foreigners. 

 Gongneung, an experimental project to cluster nano, IT convergence, electricity, 

biotech, nuclear medicine industry. 

 Pangyo Techno Valley. Established in 2009 as an IT, biotech and cultural district, the 

area has become popular with IT companies seeking large and affordable floorplates 

for corporate headquarters.  

 

Seoul’s CBD and sub-centre structure as formulated in the Seoul 2030 Plan 

 
 

In the long-term Seoul is also planning to build a new business district in the poorer far North-

East of the city. The Changdong and Sanggye areas, which have large lots of vacant publically 

owned land, will be transformed into another CBD with 80,000 jobs, drawing on the strong 

educational institutions and human capital nearby. The plan aims to radically improve the 

liveability and cultural amenities of the area. This project is taking Seoul’s public-private co-

operation to a new level, with the active involvement of universities and a city department 

dedicated to the area’s development. 

 

Enablers 
 

1. Seoul’s new CBDs have been officially designated. Gangnam and Yeouido were had 

their administrative status elevated from sub-centres to urban centres, which permits 

higher buildings. 

 

2. Seoul’s spatial restructuring is accompanied by detailed district planning, and 

integration of metropolitan plan with other transport and housing masterplans. Seoul 



created 5 sub-regional plans to bridge the gap between the metropolitan-level plan and 

the district plans.54 

 

3. Seoul has enhanced its efforts to support business growth and reduce reliance on 

conglomerates. The government is behind nearly all of the start-up efforts, even funding 

private VCs. The government-mandated Creative Economy Innovation Centers, where 

young aspirers look to learn from veterans at the big Korean multi-nationals like 

Samsung and LG. The Seoul Business Agency run centers with memberships or offices 

for rent. 

 

4. Improved regional planning and development of new transport infrastructure by 

the Greater Seoul metropolitan council, which spans metropolitan Seoul and the 

surrounding provinces of Gyeonggi and Incheon, is giving confidence to firms to move 

out to the other 2 CBDs and the sub-centres. 

 

 

  



3.8 Singapore 

Model Renewed and expanded main CBD, highly mono-centric, new 

ambition to create second CBD 

Advantages and 

disadvantages 

+ Incremental adjustment through land reclamation and high 

quality redevelopment 

+ Popular and iconic buildings to build global finance brand 

-  Single use suburban business parks with limited spillovers  

-  Increased infrastructure stress, growing commute times, impact  

on equity. 

Current spatial strategy CBD+3/4 regional centres, but in practice moving towards second 

CBD model as Jurong grows 

Key enablers  Concept Plan updated every 10 years designating relative roles 

of centres. 

 Experienced bodies like JTC and the Housing Development 

Board in providing commercial and industrial land. 

 

 
 

Singapore’s main CBD: evolution and expansion 

 

Of Singapore’s total office stock of around 5 million square metres, the CBD Core accounts 

for 50%. This CBD has specialised in financial services, business services and IT. Up to 2018, 

most of planned supply will come online in this established CBD. 

 

The original CBD consists of adjacent districts of Raffles Place and Shenton Way. It grew 

gradually and organically between 1850 and 1960 as more businesses and government offices 

were established there, and expanded through land reclamation. However the laissez faire 

planning approach saw the area become run-down and overcrowded, exacerbated by the 1947 

Rent Control Act disincentivised property owners from improving the stock. 



 

After independence, Singapore’s main Concept Plan looked to renew the CBD and cement its 

role as the main CBD and connect it to 12 smaller sub-centres around the island. Singapore has 

deliberately and incrementally expanded this CBD through the development of neighbouring 

Marina Centre and Marina Bay Financial Centre. 3.6 km2 of land was reclaimed over 20 

years from 1969, with the intention to allow the CBD to expand towards the sea. From 1991, 

an area twice the size of London’s Canary Wharf was planned as a mixed-use district with 24-

hour functions and excellent public transport with 4 subway lines and 9 stations.  

 

Marina Bay solved the office space shortage and provided the quality and floorplates to respond 

to the new demands of global financial institutions.55 It also catalysed significant 

redevelopment within the old CBD. 

 

The main success factors of this CBD expansion are viewed to be: 

 

 Capital investment in state-of-the-art infrastructure has been a hallmark of the Marina 

Bay project. In particular public-private investment in underground space for power 

transmission systems as well as water and telecommunication services, has helped to 

free up surface land, reduce traffic disruptions, and improve energy efficiency.56  

 Large and flexible development parcels in that were planned to accommodate the 

amalgamation, sub-division and phasing of developments to respond to evolving 

market needs evolved. This arrangement also supported pedestrianisation and public 

transport integration. 

 Flexible regulatory tools to guide the land market. The site was on public land, unlike 

the original CBD which was substantially privately owned. A Government Land Sales 

(GLS) Programme was a vehicle for sites to be sold to the private sector on 99-year 

leasehold, and broad parameters were set for developers through the tender conditions. 

A new policy of ‘white site zoning’ proved attractive because it gave developers 

flexibility to choose the mix of uses, increasing the potential for mixed-use 

developments. The Business and Financial Centre (BFC) gave a master developer the 

flexibility to determine the mix of uses, and to design and build in phases according to 

the market demand and tenants’ specifications, and a new flexible payment scheme 

allowed the developer to purchase an option to buy the land in later phases.  

 District management. Singapore’s Urban Redevelopment Authority went beyond its 

traditional role in land use planning and land sale management to play a more direct 

role as a development agency in order to coordinate public sector agencies. The Marina 

Bay Development Agency (MBDA) – was formed to ensure a consistent brand and 

manage key assets. 

Singapore’s CBD, one of 11 planning areas in Singapore’s Central Area 



 
 

Centrality of activity around the main CBD, 200857 

 

 
 

Limited success of poly-centric approaches 

 

Singapore has however recognised the need to decentralize functions to reduce commute times 

and decongest the main CBD. From 1991 onwards the main CBD was to be complemented by 

4 larger regional centers 15-20km from the current CBD, as well as 5 sub-centers and 6 fringe 

centers. Some of these regional centres have experienced some growth, and sub-centres such 

as One-North have become important districts for the innovation economy.  

 

But the travel data suggests that CBD demand has continued to grow, in relative and absolute 

terms. This is viewed to be because the transport system is geared first and foremost around 

CBD access, and because the highest calibre buildings and developments have come forward 

in the CBD, meaning it retains by far the biggest concentration of high-paying professional and 



managerial jobs. By contrast the regional centres are widely perceived to be remote and lacking 

vibrancy. 

 

In the next cycle, Singapore’s government aims to create more housing near to business centres. 

This means the creation of mixed-use residential and business districts, in contrast to what have 

been described as “sterile business districts of the past, which were populated largely by 

transient tourists and office employees, and resembled ghost towns in the evenings and 

weekends.”58 In the main CBD, Marina Bay will feature a high-density mixed-use residential 

district.  

 

A potential 2nd CBD for Singapore: Jurong 

 

Singapore has gradually decided that one of the four regional centres should be scaled to 

become a second CBD over the long-term. Given that the centre of gravity in Singapore’s 

economy has been moving west for some time, Jurong has become the chosen candidate of the 

regional centres. Another candidate to become the second CBD, an industrial area Tuas West, 

was viewed to be too remote. 

 

Jurong was originally swampland, and in the 1970s and 1980s was a large industrial estate 

surrounded by public parks. The district has had two main advantages: proximity to the 

National University of Singapore and Nanyang Technological University, and strong public 

transport and links to the main CBD and Changi Airport by major motorways. A 2008 Master 

Plan began to develop commercial and residential space, and a new Science Centre, next to a 

light rail station.  

 

During the last cycle, the district became a successful location for trialing and testing urban 

technologies. This set in train the idea to build Jurong Gateway, a genuine 0.7km2 CBD with 

high value business activity, two new hospitals, hotels, shopping malls, and entertainment 

functions. This will be supported by neighbouring Jurong Lake District which will provide 

high quality green space and housing. The focus will be on firms with a science and tech focus. 

 

This is being facilitated by: 

 A dedicated public-private Steering Committee to coordinate district plans, chaired by 

Minister Lawrence Wong. 

 upgraded North-South and East-West MRT lines, and two new MRT lines (Jurong 

Region Line and Cross Island Line).  

 road widening projects to relieve congestion. 

 dedicated cycling paths to link the new CBD to surrounding industrial estates and 

business parks such as Clean Tech Park.59 

The likely decision to locate the Kuala Lumpur-Singapore High-Speed Rail terminus in Jurong 

is expected to be a major stimulus to establishing Jurong as a second CBD.60 

 

Singapore’ airport district: Changi Business Park 

 

Changi Business Park is 20 years old and is Singapore’s airport business district. Established 

by the JTC, it offers proximity to airport logistics and courier centres, and the Singapore 

Expo hall.  IBM, Credit Suisse and Honeywell International are all based there. 

 



The park is unusual for being integrated with a shopping mall, office buildings and hotel 

which represent ample opportunities for both work and leisure. The district is distinctive for 

the fact that the Singapore University of Technology and Design (SUTD) is an anchor on 

the site. 

 

 

Outlook 

 

The trends towards mono-centric Singapore spatial economy look strong. Over time, a Fringe 

CBD has grown to the west of the main CBD, and this accounts for about 26% of the overall 

stock. Planned business hubs to the south west such along the Greater Southern Waterfront – 

such as Alexandra and Pasir Panjang – may possibly consolidate commercial activity even 

more in the Central Area. This may result in rising land costs encouraging lower-end business 

functions to be relocated to parks and factories further from the city.61 Whether Jurong can gain 

the critical mass of new economy firms to become a genuine second CBD remains to be seen. 

 

 

 

  



3.9 Stockholm 

Model 1 CBD with growing specialization, attempts to build critical mass 

elsewhere. 

Advantages and 

disadvantages 

+ Compact mono-centric model effective in terms of carbon 

emissions, air quality, fairly high public transport use. 

- Increasing car use and increasing travel times 

- high infrastructure stress on the radial network. 

- Limited vibrancy and appeal in single-use suburbs 

Current spatial strategy  Rapid housing development through inner city and suburban 

intensification. Moving from 9 sub-centres to 2/3 areas of 

mixed-use critical mass. 

Key enablers  Infrastructure - Blue Line south and north-west extensions = 

new employment centres in southern Stockholm. 

 Municipalities with district planning are by far the the most 

important actors in Swedish spatial planning, with stronger 

powers than in other European countries. 

 

 
 

Stockholm’s urban agglomeration has a mono-centric character, both morphologically and 

functionally. It is essentially comprised of the large city centre of Stockholm and a ring of fairly 

dense sub-centres, each with a moderate employment base and well served by radial public 

transport. This system is the result of the city’s island/water topography, which has encouraged 

concentration of population and radial transport infrastructure between the key nodes.62 The 

result is that the city centre has an unusually big share of business activity while the suburbs 

acted as large dormitories.   

 



Since 1945, Stockholm has experienced 35 years of sprawl and 30 years of compact city 

development. Stockholm began trying to densify in the 1980s and has pursued a strategy of 

polycentric development since 2001. This has been intensified as Stockholm experiences high 

international demand and attendant population growth, while it also witnesses a growing 

North-South divide with southerners finding to hard to access jobs. The 2010 Stockholm 

regional plan confirmed the polycentric approach, structuring it into by eight regional sub-

centres within a 15–40 km from the inner city. These were designed as “anchors” to concentrate 

land development and host urban functions.  

 

So far, however, most of Stockholm’s successful new centres are mainly residential in 

character. Only Kista science/IT district has absorbed a significant number of jobs, but mostly 

in one sector, and its evolution has taken nearly 30 years. Because other districts have lacked 

a wide mix of quality amenities, demand to locate businesses in them has been scarce. 

 

Spatial strategy: consolidation, scale and a reduced number of sub-centres  

 

Stockholm’s regional strategy is widely viewed to be trying to create too many sub-centres. 

This is regarded as undeliverable given the slow pace of transport development 

implementation, and the lack of co-operation with the regional transportation agency, which is 

not mandated to follow the physical planning guidelines. In the next cycle Stockholm is shifting 

from an incremental approach towards the creation of new centres at scale. As a result the City 

is focusing its efforts on three of these centres in order to try and build the critical mass and 

scale quickly so that these areas can begin to host city centre functions. The city is learning 

how to sequence infrastructure, firms, institutions and housing to achieve this critical mass 

quickly in new sites. 

  

At the same time Stockholm emerges as a major international business and tourist hub, its 

spatial economy in the inner city is changing. The city’s strengths in software, gaming, music 

and architecture are migrating south to Sodermalm; the old CBD is becoming more defined by 

finance, law and other business services; and many large institutions are establishing 

themselves near the Central Train Station. The city’s capacity to support these agglomerations 

and foster a climate of innovation in growth sectors depends on a new pipeline of development. 

 

Enablers and Constraints  

- Infrastructure is the key enabler to make a secondary CBD viable. After years of 

delays, the extension of the Blue Line south and north-west is an important catalyst to 

commercial development in Nacka, a municipality in inner south east Stockholm. The 

6km Stockholm City Line (Citybanan) railway tunnel beneath central Stockholm will 

improve passenger flows from key new employment centres in southern Stockholm. 

- Municipalities are by far the the most important actors in Swedish spatial planning, 

with stronger powers than in other European countries. 

 

 

 

  



3.10 Toronto 

Model 1 CBD, several suburban centres with limited prospects for growth, 

growing airport zone 

Advantages and 

disadvantages 

+ High quality and vibrant main CBD with deep institutional mix  

- Employment sprawl across region, competition for tax base and 

duplication 

- Limited capacity of main CBD to absorb sector diversification 

Current spatial strategy  Mixed-use expansion of Downtown Toronto combined with 

densification of four secondary centres within City; no agreed 

strategy for wider region. 

Key enablers  Transport links have been timely catalysts, but a lack of 

investment has been a constraint. 

 Business coalition for the Airport Zone 

 

 
 

Toronto has one large central business district, and many of its other business districts have 

grown outside the City of Toronto altogether, in the wider region known as the ‘905’. The 

region has 30 years experience of trying to build new employment nodes and centres, including 

North York
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within the City of Toronto, which have been proactively pursued by regional and local 

administrations.  

 

Toronto’s business geography was set in place in the decades before 1990, when the city 

witnessed most of its office growth. The modern skyline of Downtown Toronto went up in the 

1960s and 1970s, as a result of international investment, and the arrival of headquarters in 

communications, insurance, real estate and financial services. Meanwhile higher property taxes 

on commercial sites made areas immediately outside Toronto more attractive for office 

developments, resulting in large-scale speculative office development, much of which lacked 

basic supporting infrastructure.63 As de-industrialisation occurred, Toronto’s downtown 

absorbed a larger concentration of activity, while outer suburban centres have hosted office 

towers and business parks linked by the road network. This model caused sprawl and meant 

that modern Toronto inherited a polycentric pattern of development. 

 

By the 1980s, the province and Toronto municipalities began to recognise the effects of 

“employment sprawl” and turn its inherited polycentrism into more deliberate planning. This 

is visible in three stages: 

- The 1981 Metroplan for the metropolitan region tried to build a compact “multi-

centered urban structure.” 

- In 1992 a shared vision for nodes and corridor development was launched, and began 

a concerted push for more mixed-use development. 

- In 2006 a Growth Plan for the wider region, the ‘Greater Golden Horseshoe’, identified 

25 growth centres in total.  

However these attempts at building critical mass have only been partially successful, and there 

has been increasing tenant demand for Downtown at the expense of the more peripheral 

districts.64 

 

 
 

Toronto’s established CBD 

 

For most of Toronto’s history, Downtown and in particular the Financial District has absorbed 

most of the office and business growth. This business district was revitalized in the mid-1990s 

by zoning changes to open up development in two sparsely populated industrial areas at its 

edge, called “The Kings”, which now are home to more than 50,000 jobs.65 Today Downtown 

Toronto hosts well over 400,000 workers and combines office towers, government offices, arts 

and cultural venues, media, higher education and hospital research. The concentration of 

activity in Downtown make it highly attractive and conducive to innovation, but it now only 
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Era I: Post War Era 1946-1965 - Building the Industrial Base 

In what we have dubbed the “Post-War era, 1946-1965 – building on the industrial base,” virtually all 

office jobs were located in the City of Toronto, clustered largely in the Financial District, which at the 

time did not permit residential development. The focus of policy reform (led by Matthew Lawson, 

Commissioner of Planning for the newly established Toronto Planning Board) was on supporting 

institutional growth (e.g. New City Hall), major retail policy (e.g. construction of the Simpson’s Tower 

and later in the 1970s, the Eaton Centre), as well as innovations such as the PATH system, which not only 

encouraged extensive retailing but provided sufficient pedestrian circulation capacity to facilitate 

concentration of numerous large scale office projects (referenced in the previous chapter).  

 

During Era I, Toronto’s office market was emerging and office spaces were largely concentrated in the 

financial district. This office space was almost highly accessible by the subway.  

 

Time Period Gross Floor Area Constructed 

1899 - 1965 18,432,521 
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Pent up demand at long last led to the development of major new office buildings in the Financial District 

beginning in 2009, as well as the refurbishing and updating of major assets such as TD Centre and First 

Canadian Place. As noted in CUI’s recent report, however, the growing popularity of residential 

development in Toronto’s Central Area (which incorporates the Financial District) has seen a troubling 

depletion of available sites for new office development. A number of office sites are now being developed 

south of the rail corridor but within walking distance of Union Station. 

 

 
Office development has continued to be strong in the 905. There are a couple of notable exceptions to this 

in the financial core, where several new towers have been added to the Toronto skyline. 

  

Time Period Gross Floor Area Constructed 

2008 - 2012 14,051,324 

 

 

 



accounts for 24% of the regional office market, compared to 63% in 1982.66 The CBD has 

become less diversified in terms of sectors, with a higher representation of finance and business 

services. 

 

Toronto continues to seek growth within Downtown, and there is now a serious drive to add a 

greater mix of uses. Within Downtown the Financial District, Toronto’s main business office 

centre, is earmarked for significant office growth south of the east-west rail corridor.67 Overall, 

Downtown Toronto is a highly successful and desirable CBD, but the rate of residential growth 

is outpacing job growth, and the phenomenon of out-commuting to jobs in the region has 

appeared for the first time.  

 

Work journeys to Downtown Toronto 

 
 

 



New CBDs 

 

Within the City of Toronto itself, four secondary centres were earmarked as essential to 

managing future job growth, chosen because of their access to public transport and potential 

for mixed-use development, including housing. These four centres are Scarborough, North 

York, Etobicoke and Yonge-Eglinton. The City of Toronto has prepared a Secondary Plan for 

each Centre, that features a strategy for growth, a plan for improving transport and local 

services, and specifies the future mix of land uses. The target has been to achieve up to 400 

residents or jobs per hectare, with local authorities at their discretion on the exact mix.  

 

In practice, however, only one of these districts has begun to achieve critical mass – North 

York: 

 

North York, 13 km north of downtown Toronto, is the largest of the four centres, hosting 

around 40,000 jobs. The district has become a vibrant urban centre over the past 30 years, and 

has a corridor character, with high density along Yonge Street and a rapid drop off in densities 

within 1-2 blocks either side. The Empress Walk shopping complex, with 34-storey towers 

above a four-storey shopping centre, pioneered the concept of a mixed-use entertainment 

complex in Toronto in the late 1990s. The district began to serve demand from workers moving 

from single family homes, who sought services and amenities and were prepared to sacrifice 

living space. The area now has something of a downtown feel, but is viewed as cleaner, more 

green and quiet.68 However its elongated form results in long walking distances and lower 

interactions between activities. 

 

Yonge-Eglinton was another district that was a candidate to become a new CBD in Toronto. 

Its advantages have been its physical attractiveness and popularity with affluent workers in the 

knowledge economy. However its growth was curtailed by resident opposition in surrounding 

low-density areas which prevented re-zoning.  

 

Beyond the City of Toronto, the nearby City of Mississauga, 25km west of Downtown, has 

also tried to create its own business centre since 1975, on greenfield land. At the start it was 

more ambitious than others in terms of attracting higher order functions and a wide set of civic, 

commercial, and amenities. This project was led by the City, and was not part of a wider 

metropolitan development strategy and in fact contradicted it in many respects. This 

development has been constrained by a lack of access to rail transport. In the 1990s, the City 

sought to transform its centre from a car-oriented to a pedestrian-friendly environment through 

medium-rise development.  

 

Overall these sub-centres have not witnessed substantial growth and Downtown remains 

the dominant CBD. Toronto’s capacity to build a poly-centric jobs structure has been 

hampered by a regional governance deficit that has prevented any mechanism to implement a 

densification strategy around regional centres. In addition, Toronto was trying to create new 

business districts at a time when office development began to rapidly slow down. This meant 

the number of centres being planned for greatly exceeded demand. Moreover the recessions of 

the early 1990s and late 2000s have meant provincial funding for public transport infrastructure 

improvements failed to come forward. 

 

Total office space in Toronto’s main business districts69 

 



 
 

Enablers and Constraints  

 

The moderate success in North York was aided by the completion of the Yonge subway in 

1987, which saw the opening of the North York Centre TTC station. This was an important 

catalyst, as was the proximity of Highway 401 and the central location of the district within the 

wider Toronto Region. 

 

City leadership has been another important factor. The city government plan, under Mayor Mel 

Lastman, to build a new urban core in North York, along a specific corridor from York Mills 

to Finch, provided developers with confidence to build office space first, followed by 

amenities. 

 

In terms of the challenges Toronto’s candidate CBDs have faced, both within and beyond the 

City boundaries, these include: 

- Tax disincentives. Commercial properties within the City of Toronto pay more 

educational and commercial taxes than in the surrounding regional municipalities, 

which made it harder for Toronto districts to retain or compete for new tenants. 

- Inter-municipal collaboration. A lack of joint planning and advocacy is the result of 

a failure to recognise the potential of the surrounding cities such as Mississauga or 

Brampton to become economic powerhouses. This is due in part to the political and 

cultural divide between the ‘416’ area code of City of Toronto and the ‘905’ of the rest 

of the region. 

- Sustained under-investment in transport. 

Lessons from Toronto 
 

- The need for consistent planning at all levels of government, and across all 

departments (economic development, transport, utilities, public space). Many of 

Toronto’s sub-centres failed to achieve critical mass because they were provincial 

initiatives with inadequate accountability, meso-scale planning or local enforcement 

capability, or local municipal initiatives that contradicted metropolitan or state planning 

guidelines. A 2007 study by Neptis noted that “The history of node planning in the 
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Greater Toronto Area suggests a tendency to emphasise metropolitan-wide objectives 

at the expense of other planning scales.”70 

- Understanding travel-to-work catchments of future districts is key. Toronto’s 

attempt to build compact commercial centres failed to take into account the local car-

dependent catchment that these centres drew on, and over-estimated the inter-

connectivity between the major nodes. 

- Oversight. The Toronto region consists of five regional municipalities with no body to 

facilitate inter-governmental coordination. The poor relationship with provincial 

ministries such as the Ministry of Transportation has made implementation of new 

district densification less effective. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



4.  Airport districts 

Airports and Spatial Economies 

 

In previous economic cycles, airports were commonly viewed as places to manage the two-way 

movement of passengers and cargo. In the current cycle the opportunities for airports to provide 

not only core aeronautical infrastructure and services, but also a wider economic and commercial 

offer, are being actively pursued around the world. This includes the rise of retail malls, hotel 

and entertainment functions, conference and exhibition spaces, office buildings, and logistics and 

free trade zones.  

 

Airports increasingly anchor national and international businesses that desire close proximity to 

the airport as well as access to the surrounding market. Some larger airports are even taking on 

metropolitan CBD functions, acting as multimodal surface transport hubs and major 

employment, meeting and entertainment destinations in their own right. The spatial forms these 

may take include: 

 Business parks 

 Logistics and industrial parks 

 IT complexes 

 Hotel and entertainment destination 

 Retail Shopping centres 

 Mixed-use residential developments 

Many airports may also combine more than one type of function, and it is increasingly common 

to observe business, advanced manufacturing and logistics in one ‘park’ location. As airports are 

increasingly becoming the core of a a wider agglomeration of activity sometimes now called an 

‘aerotropolis’, many of them are improving their management and developing a much more 

comprehensive set of planning tools, strategies and responsibilities.   

 

Different airport functions 

 

The function that an airport can play in a metropolitan economy, and the anchor activities it can 

host, depends on the size and reach of the airport – for example whether it is a key 

intercontinental hub, a regional airport for low-cost flights, or a local private airport.  

 

Regional airports typically prove attractive to companies and sectors that seek access to the 

spending power of airport passengers, in the form of hotels, leisure and shopping. In addition to 

the direct employment these airports are able to leverage in terms of retail, hospitality, 

management, and cleaning, they also offer supply chain benefits for companies providing goods 

and services to the airport, and other indirect spillover effects. It is also not uncommon for these 

airport clusters to incorporate back office functions from the vicinity of larger cities nearby. 

 

Smaller airports are not typically able to operate as anchors to high value business services or to 

manufacturing and distribution providers that rely on rapid global connectivity. Instead they are 

more likely to prove attractive mainly to those sectors that benefit directly from aviation 

capability, namely specialised aerospace and logistics clusters. Their success often depends on 

the internal connectivity of the network within the sector, access to a sizeable start-up labour pool, 

language skills, logistics expertise, and relevant tax advantages.
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Western Sydney Airport is planned to operate initially from one runway with up to 10 million 



passengers by 2030. This is anticipated to be followed by incremental growth and demand, and 

a full service airport that hosts domestic, international and freight air services alongside support 

and commercial facilities. There is potential for a second parallel runway in the next cycle and 

forecast for up to 82 million passengers by 2063.
72

 Its development on greenfield land at some 

distance from the nearest suburban residential areas is an advantage in that there will be fewer 

operating restrictions and more opportunities for business activity in and around the airport.  

 

Over time, the Western Sydney Airport is therefore likely to become the largest airport in 

Australia and its scale is likely to substantially re-shape patterns of economic demand in the 

Greater Sydney area. This section therefore reviews the planning and development approaches 

of several larger international airports around the world, and in particular their strategies for 

economic development in surrounding areas and districts. 

 

The imperatives for international airports 

 

For major intercontinental airports, one of their key advantages is their role in offering time 

advantages. Firms whose senior staff engage in regular long-distance travel, such as regional 

corporate headquarters, trade representative offices, professional associations and consulting and 

auditing companies, are attracted to the range of flights. Time-critical advanced manufacturing 

and cold storage also relies on IT and high-speed transportation to source parts globally, with 

minimal inventories, and rapid responses to specific customer needs, domestically and globally. 

Facilities near inter-continental airports have access to large flight networks, and by settling nearby 

they trigger expansion of air cargo, air express, trucking, freight forwarders and logistics providers 

along airport transport corridors.
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Cycles of development in airports 

 

It is common for airport districts around intercontinental air hubs to begin with core logistics 

functions, and then grow specialised services in sectors that wish to trade globally - such as life 

sciences, sensitive storage for pharmaceutical and medicinal products, green economy activities, 

trade functions and even education.  

 

Strong development between the city centre and a major hub airport often poses challenges to 

cities trying to manage spatial development. In particular, public transport is often inadequate in 

terms of volume, frequency and connectivity, and the lack of joint strategies among neighbouring 

municipalities may lead to overly dispersed activity.  This is a concern in Munich, where the 

airport is located between four municipalities that have few incentives or obligations to 

collaborate. Here, non-binding planning sought to assign larger municipalities responsibility for 

absorbing economic activity because of their stronger existing infrastructure base, but this was 

ignored by smaller municipalities.
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 Planning authorities are now trying to re-concentrate 

population and economic activity close to the airport to maximise efficiency and agglomeration 

benefits.  

 

The frequent economic, planning and organisational adjustments that international airports 

undergo as they evolve is described in the simplified framework below. 

 

 

 

 

 



Common development cycles for international airport economies 

 

 1
st

 Cycle 2
nd

 Cycle 3
rd

 Cycle 

Key sectors/ 

activities 

Logistics, aviation, 

conferences, hotels 

Entertainment, retail, 

life sciences, product 

storage, back office 

Green economy, data storage, 

higher education, urban 

services. 

Challenges International links, 

profile, attraction 

through cost and 

time advantages. 

Land assembly. 

Public transport 

capacity. 

Design and 

placemaking deficits. 

Integrated branding. 

Supply chain 

management. 

Fragmented and dispersed 

clusters. 

Housing and social 

infrastructure. 

Skills deficits. 

Governance Higher tier of 

government-led 

Competition between 

municipalities. 

Airport development 

agency. 

Forum for vertical and 

horizontal consultation and 

collaboration. 

District management  

Finance  Airport activity fees 

and taxes 

Land leases/sales; joint 

venture 

Value capture, municipal 

bonds, investment fundraising 

Strategies Internationalisation 

and market share; 

business climate. 

Corridor development. 

Links to main CBD 

and other centres 

 

Long-term competitiveness 

Higher value development. 

Re-organise and concentrate 

specialised nodes. 

 

The box case studies that follow highlight a number of important international experiences in 

airport development: 

 Changi Singapore - where airport-related Business Parks are astutely managed by an 

experienced state agency, and investors are able to lease land sites from it to construct 

facilities. These economic centres are evolving from highly streamlined and cost-effecive 

transportation and logistics systems, towards more mixed use projects with high-quality 

district management and excellent connectivity.  

 Amsterdam Schiphol – where long-term collaborative strategies involving municipalities 

have supported internationalisation and expansion, and innovations in the management, 

lan-use planning and financing of the wider airport zone. 

 Toronto Pearson – whose airport economy was originally designed around a 

manufacturing and logistics park but has since become a popular suburban business 

node, benefiting from fast development approval and effective land assembly.  

 Seoul Incheon – at the heart of a designated Economic Zone where the airport is 

strategically planned within a long-term competitiveness framework, and where there was 

significant upfront public infrastructure investment. Benefiting from highly effective 

financing solutions and branding initiatives, the airport area now combines port functions, 

logistics, a business/finance centre, schools, hospitals, entertainment and retail.  

 London Gatwick – where new airport ownership and a more unified business voice has 

encouraged a more entrepreneurial approach to development and investment, but where 

local authority fragmentation means the public sector does not act as a catalyst or 

facilitator for growth planning and deliverability. 

 



 

 

Seamless logistics: Changi Airport in Singapore 

 

For Changi Airport in Singapore, a key part of the airport’s strategy has been to establish itself 

as an efficient aviation hub for the turnaround of goods. The quality of air cargo infrastructure 

has long been a part of this priority, and Singapore has overseen a dynamic community of 

third party logistics service providers, integrated express companies and cargo agents working 

from dedicated parks at the edge of the airport.  

 

Changi Business Park is 20 years old and is Singapore’s main airport business district. It offers 

proximity to airport logistics and courier centres, and the Singapore Expo hall. Established by 

the state-owned JTC, investors are able to lease land sites from it to construct their facilities. 

IBM, Credit Suisse and Honeywell International are all based there.  

 

The Park offers simplified transportation and logistics systems for businesses that translate into 

significant cost reductions. 

 

 Proximity to Singapore Expo, one of South East Asia’s largest exhibition centres. 

 Singapore University of Technology and Design (SUTD) acts as an anchor. 

In the second phase, the district has gained mixed use attributes – with retail, offices and hotels 

built in as part of a private joint venture. 

 

Singapore’s Airport Logistics Park has Free Trade Zone status and offers tenants rapid 

turnaround for time-sensitive products and services and reduced times and administrative costs 

for handling import and exports. It success factors have been its high-quality district 

management, up-to-date infrastructure, excellent connectivity, and significant tax incentives.  

 

The main challenges to Changi Airport’s capacity to grow economic development is the 

relative shortage of skilled, experienced and entrepreneurial logistics professionals, and a lack 

of technological capacity to carry out a wide range of supply chain management services.
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Amsterdam – Schiphol  

 

Schiphol airport is an important example of how a long-term strategy to build a new airport 

economy can be successful. Although the airport’s planning and governance has been 

complicated by multiple interventions by different levels of government over time, the 

entrepreneurial approach to finance expansion through real estate development and to attract 

high value activity in the vicinity has been sustained. 

 

Schiphol airport embarked on an internationalisation strategy three decades ago and has 

increasingly become a major economic centre in the Amsterdam metropolitan area. The 

airport was positioned by  the national government as a new gateway to Europe and a 

distribution centre for global air cargo – a so-called ‘Mainport’. Its 1989 Masterplan triggered 

a new investment programme for their terminals, roads, railway tunnels and station, and 

through the 1990s the airport grew its market share in the European system of airports.
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Schiphol has developed an effective system of planning involving all three tiers of government 

and the aviation sector. The national Ministry of Transport and Public Works was initially 



responsible for economic development around the airport, with support from the Ministry of 

Economic Affairs. The integrated character of planning maintained a balance between the 

needs to improve air quality, reduce noise pollution and improve landscaping, alongside the 

imperative for ongoing land development. Soon after the Schiphol Area Development 

Company (SADC) was founded as a PPP between the airport, municipalities, province and 

national investment bank, in order to manage land around the airport and share revenues 

effectively (see Box). Later the co-operative approach was encapsulated in an ‘Alders 

agreement’ between the airport, KLM, municipalities and citizens groups. 

 

Financing the masterplan investment has been an area where Schiphol has innovated 

successfully. Airport fees alone were insufficient, so landside development of hotels and offices 

within a new AirportCity was planned. The planning process ensured that this real estate 

development would not interrupt the smooth functioning of the airport itself, that views of the 

terminals would not be blocked, and that a plaza would allow direct walking connections 

between the airport and the economic infrastructure. Land leases for the development became 

the primary source of revenue to finance the new buildings. Microsoft, Danone and Stena 

Line were among the first to locate in the AirportCity.  

 

Soon after Schiphol Real Estate (SRE) was established to develop and invest in real estate, and 

despite some competition between SADC and SRE, the area rapidly became a popular 

conferences location.
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 AirportCity attracted companies attracted by the pull of airport access 

and the push of high costs, lack of space and lack of business-friendliness of the city 

government at the time. The Schiphol Group rapidly evolved into an airport company rather 

than an airport operator, and made more money through landside than airside activities. 

 

Schiphol in the 2
nd

 cycle 

 

Schiphol’s success was an important driver to the growth of Amsterdam’s new CBD, Zuidas, 

in the city’s south just 6km from the airport and very close to the city ring road. At the same 

time, Schiphol recognised the importance of corridor development connecting it to 

Amsterdam. The area between Schiphol and Zuidas rapidly became a hotspot for creative 

companies and a secondary office location for business services. Schiphol became a global 

centre for data centres and internet exchanges. 

 

Schiphol’s Airport Corridor Plan 

 



 

Moving into the 3
rd

 cycle, the planning focus has been on improving the links between ‘airside’ 

and ‘landside’ and improving synergies across the whole airport zone where fragmentation has 

appeared amid all the differnet kinds of economic activity and land-uses. There is increased 

concern to differentiate activities in the different nodes around the airport (e.g. concentrate 

knowledge, conferences and culture), and to distinguish more clearly between activities that 

are local, national and international in scope.
78

 National government has become more 

involved once again to provide more clarity in a complex governance environment. 

 

In summary, Schiphol’s core areas of planning success have been: 

 Value creation. Schiphol has leveraged its non-aviation economy to finance high quality 

development and create an an airport zone that has real appeal as an experience it is own right. 

 Prioritisation of connectivity. The airport development has been premised on excellent 

international connections combined with investment in rail links across Amsterdam and North 

West Europe. This has created the capacity to handle increased traffic. 

 Adaptive long-term planning. Medium-term and long-term strategic planning for the whole 

airport has meant facilities are constantly responsive to changing business conditions. This 

includes effective reservation of future land for subsequent growth cycles. 

 Channels for stakeholder input. The national government, Noord Holland province, and the 

four municipalities of Amsterdam, Haarlemmermeer, Amstelveen and Aalsmeer all have 

direct and indirect channels to steer airport development. The province chairs a consultation 

body called BFD that consists of Schiphol Group, government representatives and the 

Schiphol Area Development Company. This coordination platform gave significant say to the 

local and provincial government in how airport planning was executed. Equally users of the 

main airport, principally KLM and other partners and airline companies, have significant input 

and influence over development decisions, in order to ensure smooth peak-hours services and 

capacity. These channels have maintained public support for the airport’s ongoing growth. 

 High quality design of authentic business districts. Schiphol zone is recognised for the quality 

of its architecture and urban design compared to other airport developments, and this has 

increased its attraction to a wider set of companies and increased value creation. A 

commitment to create only ‘high quality business parks’, and strict zoning to ensure only 

strategic companies were welcome.
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Toronto’s airport district 

 

Pearson Airport has become a much larger employment centre for the Toronto region that 

had been anticipated 20 years ago. The Airport Corporate Centre is the main site; it was 

originally built as a manufacturing and logistics park in the 1970s, but quickly attracted office 

investment. It has evolved into a successful suburban business park with high potential for 

growth. It forms part of a wider employment zone that spills over the borders of three 

municipalities – Mississauga, Brampton and the City of Toronto - and which include one of 

Toronto’s main hotel strips, Humber College with 52,000 students, Woodbine race 

track/casino, and other commercial/industrial sites.  

 

Located next to two regional motorways, the Centre today features 65 office buildings in 

around 800,000 sq m of office space, alongside more than 50 industrial buildings. Together 

these employ over 30,000 people, most of whom access the site by car. Companies based there 



include Pepsi, Bell Canada, General Mills, Ricoh, TD Canada Trust, RIM and Hewlett-

Packard. In the wider zone, including the airport, around 300,000 people are employed, 

compared to 450,000 in Downtown Toronto. 

 
The airport district has benefited from low taxes, fast development approval processes and 

effective land assembly.  

 

In the next cycle, the site aims to create a more mixed use and walkable environment with 

social infrastructure (e.g. childcare, health, training) included, through redevelopment of the 

remaining low-density industrial buildings. The site has suffered from congestion and a plan 

to provide high speed rail links to downtown Toronto, and a new multi-modal transport hub, 

has been proposed.
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 The case the Airport is now making is that such a hub could provide a 

critical “missing link” in the regional transport system that could allow the airport zone to 

become a major complementary economic centre to Downtown Toronto, able to connect the 

regional centres of Brampton, Waterloo, Mississauga, Vaughan, and Markham. The key short 

term priorities for the Zone’s coalition are light rail and bus rapid transit lines.
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Proposed transport lines connecting the dispersed business development around Pearson 

Airport 

 



 
 

 

Seoul: Incheon Airport Zone 

 

Seoul has developed a major economic nucleus around its new airport, 50km from the city 

centre. In 2003 the Korean Government designated a 200km
2

 Free Economic Zone that 

consists of the three districts of Songdo, Cheongna and Yeongjong. The Zone has been 

developed over a 15-20 year time-frame as a self-contained live-work district that combines 

port functions, logistics, a business/finance centre, schools, hospitals, entertainment and retail. 

By 2015, the Zone had attracted $1.3 billion in FDI each year and had become one of Seoul’s 

leading economic development nodes.  

 

Seoul’s airport district is an example of one that has been heavily strategically planned. The 

Zone has been managed by Incheon Metropolitan City, the city government that neighbours 

Seoul and is effectively part of the same metropolitan area. The Zone’s senior staff were 

seconded from Incheon City Hall It has partnered with private developers and other public 

authorities such as Incheon Port Authority. Planning guidance was provided by international 

architecture firms to partnership with public agencies, and city and national departments have 

co-financed any of the key infrastructure and utilities investments. 

 

The first stage was focused on infrastructure, the second on social infrastructure and 

international business attraction, and the third stage on long-term competitiveness. Because 

the airport had significant scope for land development, it rapidly became a major option of 

logistics operators such as Korean Airlines, the world’s largest air freight carrier. 

 



 
The Zone was divided into three districts. Opposite the airport across the Bay, the Zone was 

designed from the start to feature a new CBD for the wider Seoul region, Songdo. Built on 

53km
2

 of reclaimed land, it was designated an international trade district for high tech 

companies. Developed by Boston real estate company Gale with the support of the municipal 

government, it has attracted over a dozen global organizations such as the Green Climate Fund 

Headquarters, the World Bank, the Asian Infrastructure Investment Bank (AII, the Asian 

Federation of Biotechnology, and the United Nations Economic and Social Commission for 

Asia and the Pacific. 

 

Songdo has invested in establishing itself as an education district, becoming home to overseas 

campuses of the State University of New York (SUNY Korea), George Mason University 

(Mason Korea), Ghent University and the University of Utah. It is also an important centre 

for biopharmaceutical manufacturing, as well as architecture and engineering. 

 

Besides Songdo, Yeongjong International City is a larger district (138 km
2

) located right next 

to the airport that provides logistics, commercial and distribution functions, as well as 

residential amenities for airport staff and visitors. Yeongjong is a popular casino tourism and 

hotel destination. Meanwhile nearby Cheongna is an 18km
2

 entertainment, sports and theme 

park destination.  

 

Since it was established the Zone has had three main delivery priorities: 

 Financing development. De-regulation and diversification of funding sources through land 

sales, municipal bonds, and investment fundraising. A new model of public-private 

cooperation company has been created that acts as a joint venture between the Zone managers, 

Korean Telecom and Cisco, and a mix of private developers and strategic partners. This 

Company provides core infrastructure and public services on a paid basis, which the municipal 

government uses to finance operations and larger capital investment.
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 Clustering and branding. The attraction of international education and medical facilities as 

anchors to build clusters has been a priority. The Zone has also actively worked to promote 

itself and build a worldwide network. 

 District management. Improving and clarifying the governance system between central and 

local government and private actors. 

The Airport Zone has benefited from: 

 Effective sequencing of infrastructure and amenities. Unlike previous projects, the Zone built 

high quality public realm and amenities before the population base arrived, so that the high 

quality of life proposition could be demonstrated. 

 Financial incentives. Corporate and income tax breaks, 10 year suspension of property tax, 

estate support, and various education and re-location subsidies all feature extensively to attract 

firms. Many of the incentives were directed at small and medium sized companies with a high 

export character or which attract significant foreign investment. 

 Private engagement in the decision-making process. Unliked previous state-led and state-

managed airport districts, Songdo was made possible after as a joint venture when the Korean 

government passed legislation to allow foreign real estate acquisitions. 

 Pioneering reputation. The Zone has become associated with being as first-mover in Korea. 

Songdo in particular has been associated with ambitious infrastructure such as Korea's tallest 

building, its largest column-free interior space and leading cultural assets (concert hall, opera 

house, music conservatory, design school). 

 Smart technology. The early integration of advanced technologies into core infrastructure has 

become an important point of attraction and difference. 

 Compact development. Songdo’s business, leisure, education and retail offer is tightly 

clustered within a walkable 5 kilometre radius.
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Gatwick 

 

Gatwick is the second largest airport in the UK and one of the busiest point-to-point airports 

in Europe. The airport generates around £2 billion for the regional economy, and the wider 

airport region generates in excess of £20 billion. The most mature sectors in the Gatwick 

economy are advanced manufacturing and engineering, medical devices, and professional 

and business services.   

 

Historically the ownership structure of London airports, including Gatwick (common 

ownership by the BAA), was such that the regulatory framework that shaped the relationship 

between operator and airlines, and other economic actors, was transactional rather than 

commercial in nature.  

 

Since 2006, the ownership of the airport has changed and a new management team is in 

charge of an independent airport with more ambitious development plans. Although the 

airport’s size and land-use is not changing dramatically, the priority since the 2012 Masterr 

Plan has been new infrastructure, including terminal projects, baggage system improvements, 

car parking and road junction changes. 

 

The new more competitive management of the airport aims to maximise income from retail, 

property and car parks, and invest more efficiently than in the past. The focus is principally 

on higher end retail projects, asset stewardship to prevent long term cost appreciation, and 

reduce airline operating costs to remain attractive.
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 Planning permission has been sought for 



new hotels, but income gains from this will accrue only in the longer-term. 

 

Over time there has been recognition that Gatwick’s broader  airport economy lacks a clear 

identity as a distinctive location and requires a more unified business voice. Before 2003, 

Gatwick had been just a part of the ‘Western Policy Area’ in the Regional Planning Guidance 

for the South East, and later the ‘Gatwick Sub-Regional Strategy Area’ in the South East Plan, 

de facto absorbing much of the growth caused by development constraints of the Green Belt 

and the South Downs National Park.  

 

Since 2003, a Gatwick Diamond Initiative has brought together public and private partners 

to enable and coordinate the reforms that support economic development around the airport. 

It spans six local authority councils across two counties. The Diamond has been credited for 

boosting collaboration in the creation of the Regional Spatial Strategy and a 2011 Local 

Strategic Statement.
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The airport region has sought to assess and optimise its Digital Economy, given the growth of 

internet of things, cloud computing, mobile web services and smart grids firms in the region. 

Many of the districts in the vicinity of Gatwick lack essential infrastructure and skills.
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 There 

is a growing agenda to deliver sufficient housing supply of the right size and price points, and 

ensure that industrial estates have prompt access to Superfast Broadband, and encourage the 

presence of the University of Brighton in the local economy.
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The Gatwick Diamond has been criticised by some for being an ‘artificial construct’ between 

urban, suburban and rural local authorities which has not lent itself to co-ordinated planning. 

Independent assessments have regarded Gatwick’s regional development as lacking in fully 

elaborated plans or clear housing commitments to accommodate growth, or even agreement 

on whether a second runway would be welcome. In this case Gatwick is an example where 

 

10 
 

High levels of local (Greater London and South East England) and to some extent national 
accessibility via road and rail, and international accessibility via the airport, make GD a focus for 
growth. Surrounding statutory designations such as the green belt and South Downs National Park 
have effectively channelled growth pressures into the GD area. Towns such as Horsham have had a 
long history of municipal entrepreneurialism dating back to the early 1900s, and reinvigorated 
significantly during the 1980s.1 At the same time large-scale developments such as Gatwick Airport 
and Crawley New Town have set in train an ostensibly new growth trajectory, not the least of which 
has been the build-up of the very business community that has driven the GDI itself.2 As one 
respondent noted in interview, then: “… there has always been in this area a general presumption in 
favour of growth; there has never been any particular negativity regarding growth in this area.”3  
Indeed, from the point of view of local conservation interests the desired objective of the business 
community has been to leverage on such inherent growth pressures to fashion another M4 corridor 
along this axis.4 
 
Figure 3. Gatwick Diamond Initiative area 
 

 
 
Source: Gatwick Diamond Business Plan, June 2009 
 
Initial attempts to have a LEP designated corresponding to the GDI area evaporated with central 
government ministries indicating that this would be too small an area for a LEP. Instead the LEP that 
has now come into existence (see figure 4) has a coverage that reflects a number of separate initial 
bids being put forward for LEPs across this part of the South East. These proto-LEPs represented 

                                                           
1
 Interviews, Director, Horsham Museum, 23 December 2013; former Chief Executive, Horsham District, 10 

January 2014. 
2
 Interview, Representative, Crawley Museum Society, 22 January 2014. 

3
 Interview, Private Sector representative, 10 July 2013. 

4
 Interview, Chairman Gatwick Area Conservation Campaign, 26 November 2013. 



local authority politics and procedure has diminished the effect of more unified business 

interests.
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The role of planning and other tools 
 
These international examples illustrate some of the ways that airport districts have undertaken 

important changes to the way they are planned, run and led. These include: 

 

 Expanding the remit of airport masterplanning to include other functions: retail, entertainment, 

education, recreation, logistics, light manufacturing, finance and housing. 

 

 Land use restrictions to ensure businesses that set up are airport-related, as has been applied in 

Schiphol. 

 

 Changes to airport operational management. Many airports are establishing a real estate division 

to act as a developer, contractor and construction project owner and manager of landside 

commercial properties as well as development in a wider district. Many enter into joint ventures 

with larger developers. 

 

 Enterprise Zone status. Designation as an enterprise zone is an important catalyst to airport 

district development. Enterprise Zone status may be accompanied by local business rate retention 

(and relief), fast tracked planning procedures, and government sponsored infrastructure 

Amsterdam Schiphol airport has formed a PPP, the Schiphol Area Development Company, 

with the province, the City of Amsterdam and the adjacent municipality to develop property 

in the broader Amsterdam Airport Area.
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 The SADC helps firms with their location choices 

and connects business and government agencies to developers and research agencies.  It 

provides vital knowledge of planning - zoning plans, building regulations, laws and regulations, 

municipal area development plans, and possible financing sources. Given the rpaid changes 

unfolding in the logistics sector, SADC also plays a key role in future-proofing development 

for the long-term benefit of Amsterdam Metropolitan Area.
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Airport parks under SADC management 

 



investment. In some cases the Zone may even be used to test training and skills initiatives in 

relevant sectors. 

 

 Multi-modal transport interchange. The medium-term prospects of airport economic districts 

often depends on the rail infrastructure connectivity that enables the district to shift from a car 

dependent mode to a higher scale mode. 

 

 Anchors. The arrival of a major logistics company is an important catalyst to sector growth in an 

airport district, while in other sectors it is not uncommon for government agencies or non-profit 

organisations to headquarter in these locations as a first-mover. Medical clusters also benefit from 

university or teaching hospital anchors. 

 

 Clear messaging. Some airport districts have been confused by unclear branding about what its 

core offer is. Seoul’s Songdo, for example, struggled to clarify whether it was a home to 

international business services or a green economy district. 

 

 Cluster strategies. Working groups and business panels to attract FDI in specific sectors are a 

feature of mature airport districts, with input from scientists, CEOs and academics. These 

strategies are typically integrated with the wider economic development approach of the whole 

metropolitan region to avoid competition and duplication. 

 

 ‘Triple helix’ partnerships and coalitions, sometimes within an Economic Development Board 

that manage a variety of clusters and/or agencies, including for trade missions, labour market 

policy and business location strategy. This system is characterised by horizontal partnership, 

where higher tiers of government may help finance of public and private R&D, be active in the 

provision of higher education, and legislate to support innovation.
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 For this to take shape, a 

positive governance model between tiers of government, across municipalities, and between 

public and private sectors, is necessary. 

 

 Integrated branding and marketing. Investment facilitation and promotion organisations, have 

helped to draw attention to airport’s economic activity proximity and to encourage development. 

A recognised name for the wider airport region has also been an important advantage for cities 

such as Amsterdam, Munich and Zurich.   

 

 

 

 
 

 

 

 

 

 

  



5. Observations: Ingredients for building new CBDs and sub-centres 

This section summarises the different drivers and enablers that factor in the emergence, 

development and long-term success of new CBDs and sub-centres in global cities. 

 

Observable Demand-side drivers 

 

The development of new business and employment districts does not proceed on a ‘build it and 

they will come’ basis. The appetite for, and success of, business districts relies principally on 

increased or diversified economic demand in cities. Often in recent cycles, there are at least 

five familiar drivers of demand: 

 

• Population growth. The attraction of population, from both domestic and international 

locations, is a critical driver of the need for enhanced commercial space capacity in 

global cities. Many new CBDs and business centres were either formulated or 

accelerated in response to a changed pattern of population growth, whether it was 

London’s return to growth in the mid-1980s, or Singapore’s increased international 

population during successive cycles. There is an increasing trend of business moving 

towards centres of young, diverse and well educated population. By contrast, there are 

many examples of districts that suffered from a serious lack of demand due to a decrease 

in population or increased suburbanisation of people – most notably New York City’s 

new CBD initiatives in the 1970s. 

 

• Economic diversification. The shift from an economic model that is narrowly based on 

manufacturing/finance/tourism to a more diversified set of sectors is a key catalyst to 

new business district development. The growth of the innovation economy, which 

thrives on spillovers between related sectors (e.g. creative industries, digital media, 

science and health), drives a more diversified demand for workspace, especially for 

non-Class A office space. In many cases new CBDs have become centres of 

specialisation, while traditional CBDs have become more specialised in finance and 

business services. 

 

• Re-urbanisation of business and capital. After a period when outer suburbs or 

peripheral areas accounted for much of the job growth, many cities (e.g. New York, 

Paris) have witnessed a reversal where business is moving to the inner suburbs where 

there are opportunities to convert industrial or other large-scale facilities. The 

preference of international capital for density and scale has also proved a stimulus to 

revive and densify inner city districts and to build new districts with critical mass. 

 

• Technology change. Changes in technology and design are important drivers in 

workspace preferences and requirements (e.g. larger floorplates, open plan, co-

working, data storage, wet/dry lab space, security technology). This often demands a 

new cycle of district development and re-development, with some districts more 

capable of adapting than others. 

 

• Successful previous cycles of regeneration. For many cities the proven capacity to 

redevelop and regenerate economically deprived or under-optimised areas is an 



important demand-side driver for new business district development. Investors, 

developers and firms have gained confidence from cities that have overcome the 

challenges and hurdles of regeneration and have an established model of negotiation, 

partnership and leadership. This produces in an acceleration effect where one or two 

pioneering districts are followed rapidly by many others, as we have seen in London, 

Munich, New York and Singapore. 

 

 

The role of district planning in the CBD and sub-centre development process  

 

In many global cities, strong district planning is absolutely critical to the successful 

development of new employment and business districts. Access to derelict or under-used 

industrial and logistics land has been critical, whether for the development of the corporate 

economy in the last cycle or for re-use by digital, media and creative industries in the current 

cycle. District land-use planning is vital for 2nd and 3rd CBDs and sub-centres, whether 

delivered by empowered municipalities (Stockholm), or by city or higher level authorities 

(Singapore), or other vehicles.  

 

• Land-use powers. Master-planning powers may reside with municipalities, or powers 

may be vested with a separate planning authority in place of municipalities, which can 

provide a 'one stop shop' for investors and developers seeking advice and planning 

permission. A clear delegation of land use powers is very important. Munich is one city 

that has benefited from clear land-use delegation which encourages a strategic approach 

to future economic land and obliges investors to redevelop brownfield sites in its 

specialised economic centres. Other cities have also benefited from more flexible 

development planning techniques that accept inevitable changes over a 20-30 year 

development cycle and seek to build an infrastructure framework that supports long 

term development. 

 

• Land parcel assembly. Land assembly is a prerequisite initiation of many new CBD 

developments. It may depend on local authorities directly, or on the authorities to 

delegate their land acquisition powers, in which case the statutory bodies need the 

political will and the capital to undertake extensive reclamation. CBD projects benefits 

from large and flexible development parcels that can adapt to future trends of 

amalgamation, sub-division and phasing as market needs evolve.  

 

• Zoning designation. From San Francisco to Toronto, zoning changes to permit new uses 

is a key trigger of district revitalisation. It is common in many areas of new CBD or 

sub-centre development for there to be exclusionary zoning in place which forbids re-

zoning from industrial purposes in order to preserve a mix of uses that may no longer 

be suitable. Public land may be under an existing use designation which can delay 

attempts to adapt sites for new uses and development.  

 

Other types of designation also play a role. In Seoul, re-designation of the 2nd and 3rd 

CBDs’ administrative status from sub-centres to urban centres provided essential 

permission for taller buildings. Form-based zoning, to regulate form rather than use, is 

also popular as it allows the market to select the optimal use.  

 

• Coordination of public land uses. Land-use coordination has been a key spatial 

planning objective, especially in European CBD development. The concentration of 



spatial development within ‘activity centres’ or ‘opportunity areas’ has been an 

important enabler of redevelopment and densification. This is especially important in a 

context of proliferating policies, plans, and regulations. 

 

• Site selection. Selecting the first site for significant employment generation, given 

relative needs of different parts of a district (transport, unemployment, deprivation, 

etc.), is an important planning responsibility that has implications for the evolution of 

new districts and clusters.  

• Development/densification rights. Business districts benefit from the ability to sell 

development rights (air rights) that permit an increase in density in order to finance 

projects. 

 

Across multiple case studies of other cities, the alignment of planning across all levels of 

government, and across all departments, appears as very important. In cities such as Toronto, 

sub-centres failed to achieve critical mass partly because they were perceived to be initiatives 

of Ontario Province with inadequate accountability, meso-scale planning or local enforcement 

capability, or local municipal initiatives that contradicted metropolitan or state planning 

guidelines.92 Cities such as Seoul are overcoming this risk with more detailed district planning, 

full integration of the metropolitan plan with other transport and housing masterplans, and the 

creation of 5 sub-regional plans to bridge the gap between the metropolitan-level plan and the 

district plans. There is also evidence that improved regional planning and collaboration for new 

transport and housing infrastructure, gives confidence to firms to move out to more remote 

CBDs and sub-centres. 

 

The importance of non-planning public policy tools 

 

District planning plays an essential role but in many cities other tools have complemented the 

role of planning, and have played an equal or more influential role in the development process. 

There are many examples where district planning supports a more organic process that is 

fuelled and catalyzed by other public sector interventions. 

 

• The relocation of anchor institutions. The re-location of universities, teaching hospitals, 

or high-profile companies is a proven and important catalyst of new district 

development. Even the relocation of an airport can unlock a new corridor or zone of 

development. 

 

• Tax incentives. From London to Santiago, tax incentives have played an essential role 

in attracting developers and institutional investors to become involved in new CBDs. 

 

In the first cycle of Canary Wharf’s development, purchasers benefited from Enterprise Zone 

allowances worth around £400m, corporation tax allowances of £400m, and £200m of VAT 

exemptions, subject to the next phases of the development being completed and sold. 

Enterprise Zone allowances were transferable to the buyer of an individual building. The 

combination of financial incentives is viewed as having played a decisive role in attracting 

development to the area. Because of the significant amount of floorspace created, the Zone’s 

100% enhanced capital allowances on the building of premises meant that a significant share 

of the capital investment could be offset against tax, which incentivised development on a 

much larger scale than was originally foreseen.93 



 

• Infrastructure investment. Rail transport with rapid connectivity to other business 

districts and often to nearby airports have been essential catalysts for many cities. 

Integrated public transport and road connections also helps spread demand across a 

metropolitan region and provides access for both high and low-income workers 

required to serve new districts. In addition, upfront capital investment in digital and 

utilities infrastructure has been a big advantage to other CBD projects by improving the 

attractiveness and long-term efficiency of the site, as Marina Bay in Singapore has 

shown.   

 

• Sector investment programmes. Funds from city, state or national government to 

support new sectors and develop new technology centres provides an important spur to 

clustering and to a strategic consideration of district development. Public agencies that 

act as a broker between small businesses and venture capital have also played an 

important role in new districts in cities such as Munich and Seoul, reducing reliance on 

major firms and creating more diversified workspace demand. 

• Amenities. High quality investments in public realm, parks, waterfront development 

and environmental improvements have been key enablers in sub-centres such as 

Brooklyn Navy Yard. These investments improve the relative attractiveness of districts 

but also encourage more live/work neighbourhoods, reducing peak travel demand. 

 

• District development. Many districts have benefited from a dedicated development 

agency to manage the process of economic transition and building re-use. Development 

agencies provide a consistent brand for a district, offer professional management of key 

assets, and are a mechanism to de-politicise important investment decisions. 

 

• District management tools. The management of a district’s street-scaping, security, 

marketing and business partnerships is an increasingly specialised and influential 

activity. Business Improvement Districts is one common model which have played a 

very important role in many new and emerging CBDs. Over time, the public sector role 

in BID instigation and support has tended to diminish, and BIDs increasingly have 

become statutory consultees on local planning, as well as providing leadership, place-

making management and even small-scale capital investment. 

 

• Marketing and branding. Coherent branding and messaging of CBDs is an important 

function that shapes CBD and sub-centre development. It plays a role in positioning 

new districts as complements to a city’s existing offer, and bringing international 

visibility and activity to the area. New districts such as Kings Cross in London have 

been highly successful at building its reputation in the ‘experience economy’ through 

use of street food, cultural events and art installations. 

 

• Social regeneration and inclusion. The success of CBDs also requires initiatives to 

ensure that access to new jobs and growth in the district can be broadly based. Robust 

strategies to improve jobs-specific skills development, increase career pathways and 

support, and reduce poverty, are important to ensure a vibrant mix of uses and incomes 

in the new district, and to maintain political support for change.  
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