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Preface

This book attempts to get a true global overview of trends in urban inequality and
residential socio-economic segregation in a large number of cities all over the
world. It investigates the link between income inequality and socio-economic
residential segregation in 24 large urban regions in Africa, Asia, Australia, Europe,
North America and South America. In many ways the book is a sequel to the earlier
book “Socio-Economic Segregation in European Capital Cities” which focussed
solely on trends in Europe. Although that book was very well received, readers also
asked whether trends in Europe were representative for what is happening in the
rest of the world. This new book is a direct response to that question and aims to be
more globally representative.

The main outcome of this book is the proposal of a Global Segregation Thesis,
which combines ideas of rising levels of inequality, rising levels of socio-economic
segregation, and important changes in the social geography of cities. At the time of
writing this preface, the world is still grappling with the global outbreak of
COVID-19. Now the spread of the virus is slowing down in the Global North, the
Global South is hit very hard. In response to the spread of the virus, unprecedented
measures were taken, having a huge impact on the world economy. It is widely
expected that these measures will lead to a deep economic crisis, which will hit
those who are the most vulnerable hardest. Some of the chapters in this book
mention the COVID-19 crisis, and it is expected that this crisis will speed up the
increase in inequality, both globally and locally, leading to an accelerated growth in
socio-economic segregation in cities.

This book would not have been possible without the generous contributions
from author teams from all over the world. We are very grateful for their generosity
and their contributions. Much of the editorial time invested in this book was
covered by funding from the European Research Council under the European



vi Preface

Union’s Seventh Framework Program (FP/2007-2013)/ERC Grant Agreement n.
615159 (ERC Consolidator Grant DEPRIVEDHOODS, Socio-spatial inequality,
deprived neighbourhoods and neighbourhood effects); from the Estonian Research
Council (PUT PRG306, Infotechnological Mobility Laboratory, RITA-Rénne), and
from TU Delft where Tiit Tammaru was a visiting professor in 2018.

Delft, The Netherlands Maarten van Ham
Tartu, Estonia Tiit Tammaru
Delft, The Netherlands Riata Ubareviciené
Delft, The Netherlands Heleen Janssen

March 2021
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Chapter 1

Rising Inequalities and a Changing Social | oo
Geography of Cities. An Introduction

to the Global Segregation Book

Maarten van Ham, Tiit Tammaru, R uta Ubarevicien" e, and Heleen Janssen

Abstract The book “Urban Socio-Economic Segregation and Income Inequality: a
Global Perspective” investigates the link between income inequality and residential
segregation between socio-economic groups in 24 large cities and their urban regions
in Africa, Asia, Australia, Europe, North America, and South America. Author teams
with in-depth local knowledge provide an extensive analysis of each case study
city. Based on their findings, the main results of the book can be summarised as
follows. Rising inequalities lead to rising levels of socio-economic segregation almost
everywhere in the world. Levels of inequality and segregation are higher in cities
in lower income countries, but the growth in inequality and segregation is faster in
cities in high-income countries, which leads to a convergence of global trends. In
many cities the workforce is professionalising, with an increasing share of the top
socio-economic groups. In most cities the high-income workers are moving to the
centre or to attractive coastal areas, and low-income workers are moving to the edges
of the urban region. In some cities, mainly in lower income countries, high-income
workers are also concentrating in out-of-centre enclaves or gated communities. The
urban geography of inequality changes faster and is more pronounced than city-
wide single-number segregation indices reveal. Taken together, these findings have
resulted in the formulation of a Global Segregation Thesis.
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4 M. van Ham et al.

Keywords Socio-economic segregation * Income inequality * Residential
segregation + Global segregation thesis

1.1 Introduction

Since the 1980s, globalisation, restructuring of labour markets, and liberalisation of
the economy, have led to rising income and wealth inequality across the globe (Piketty
2014; Alvaredo et al. 2018). These rising levels of inequality have consequences for
the social and spatial organisation of cities as inequality also has a spatial footprint
in the form of socio-economic segregation. When referring to socio-economic segre-
gation we mean an uneven distribution of different occupational or income groups
across residential neighbourhoods of a city or an urban region. Research has shown
that residential segregation between high-income and low-income groups in Euro-
pean cities has increased in recent decades (Kazepov 2005; Musterd and Ostendorf
1998; Fujita and Maloutas 2016; Tammaru et al. 2016; Musterd et al. 2017; Tammaru
etal. 2020). This means that people with high and low incomes are increasingly living
separated in different neighbourhoods. Segregation by income is largely driven by
the residential choices of higher income households as they have the financial means
to realise their housing and neighbourhood preferences (Harvey 1985; Hulchansky
2010; Tammaru et al. 2020). At the same time, lower income households are living
in those neighbourhoods where housing is cheap, often in the least desirable parts of
a city. Rising levels of segregation cause concern regarding the social sustainability
of cities and reduce the status of cities as places of opportunity with equal opportu-
nities for all. As a result, there is increasing attention for understanding intra-urban
inequalities and divided cities (see van Ham, Tammaru and Janssen 2018; EU/UN
Habitat 2016).

The relationship between income inequality and socio-economic segregation is
complex, as it partly depends on the local political, economic, and planning context
in cities (see also Tammaru et al. 2016; Musterd et al. 2017). However, there are
increasing indications that there is a causal relationship, and that it takes some time
before a rise in income inequality leads to higher levels of socio-economic segrega-
tion. With other words, there is a time lag between a change in income inequality and a
change in levels of segregation (Marciniczak et al. 2015; Musterd et al. 2017; Tammaru
et al. 2020; Wessel 2016). This time lag can be explained by the fact that the rela-
tionship between income inequality and segregation is a process. As inequality rises,
in situ processes will downgrade some neighbourhoods and upgrade others, and over
time this will translate into selective residential mobility flows between neighbour-
hoods, ultimately leading to changes in the level of segregation. However, because of
selective mobility, levels of segregation can also drop after arise in inequality, because
high-income groups move into low-income neighbourhoods as is characteristic to
gentrification. This drop in levels of segregation at times of growing inequality is
referred to as the segregation paradox (Sykora 2009; Tammaru et al. 2020). As higher
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income groups move into centrally located and attractive lower income neighbour-
hoods, these neighbourhoods temporarily become more socio-economically mixed
and levels of segregation can drop. But as these gentrifying neighbourhoods become
unaffordable for lower income households, lower income households move out, and
levels of segregation go up. The fact that levels of income inequality have risen glob-
ally leads to the expectation that also levels of socio-economic segregation in cities
will go up globally.

Another important process in global cities, which is related to segregation, is the
changing occupational structure of the workforce. In the 1990s, Sassen (1991) argued
that the occupational structure was polarising, with increasing shares of high-income
and low-income workers, at the expense of the middle-income group. Hamnett (1994)
argued that the concept of social polarisation is ambiguous, and in his work on London
he found evidence of processes of professionalisation and socio-economic upgrading
(Butler et al. 2008). More recent work has also found evidence of other forms of
occupational changes since 2000 (Davidson and Wyly 2015; Manley and Johnston
2014). A very recent paper by van Ham and colleagues (2020) found clear trends of
professionalisation in New York, Tokyo, and London, evidenced by a rising share
of high-income occupations in all three cities. Professionalisation of the workforce
can lead to a dramatically changing social geography of cities without changes in
the levels of city-wide single-number measures of segregation. Over the last few
decades, high-income workers are increasingly revaluing city life, leading to a high
demand for inner city living. Van Ham and colleagues (2020) showed that over the
1981-2011 period levels of segregation in London remained relatively stable, but at
the same time the social geography of London turned inside out. Where in the 1980s
the rich lived on the edges of London and the poor in the centre, by 2011 this pattern
was reversed. A similar process can be seen for the city of Toronto (Hulchansky
2010).

Despite a wealth of knowledge on socio-economic segregation and the changing
geography of inequality, there is little internationally comparative research, and many
regions of the world are still under researched. This book aims to fill this gap and
provides a comprehensive picture of socio-economic segregation in a large number
of large cities from all continents. Including cities from all over the globe enables
us to study segregation in a truly international context, where many previous studies
focussed on a much more limited set of case studies, including mainly Western
countries with a good data infrastructure. The main question of this book is: Are
there global trends in changes in inequality and segregation, or do cities in different
parts of the world show very distinctive patterns of socio-economic segregation?
Ultimately, the question is whether there is such a thing as a Global Segregation
Thesis?



6 M. van Ham et al.

chical‘o.‘ A,
Los Angeles
L]

Jakarta

Y~ sao Paulo

9"'Johai\nesbuls

i Cape Town ~
¥ P @ i, Malbourne

i rBuenos Aires 3
M o5 ]

4

Fig. 1.1 Map of case study cities. Source The authors

The book includes the following case study cities' (see Fig. 1.1): Cairo (Egypt),
Cape Town (SAR), Johannesburg (SAR), Hong Kong (Honk Kong), Jakarta
(Indonesia), Mumbai (India), Shanghai (China), Tel Aviv (Israel), Tokyo (Japan),
Melbourne (Australia), Berlin (Germany), Brussels (Belgium), Istanbul (Turkey),
London (UK), Paris (France), Chicago (USA), Los Angeles (USA), Mexico City
(Mexico), New York (USA), Bogot4 (Colombia), Buenos Aires (Argentina), Lima
(Peru), Paramaribo (Suriname), and Sao Paulo (Brazil). Each of these cities repre-
sents global cities in their own context. For some of these cities very detailed data was
available for small geographies, while for other cities data was only available for very
large spatial units. In addition to chapters on each of these case study cities, the book
also includes a chapter which analyses data for 194 cities in 14 OECD countries.
This study uses only one year of data but offers the most rigorous comparison of
cities possible. The other empirical chapters use data for the 2000/2001-2010/2011
period, and earlier or later data if available and comparable.

Comparing case studies of 24 cities was a challenging task due to the richness of
the data and the importance of the local and national context of each city. Based on
the case studies we have formulated five main conclusions.

'We use “city” and “urban region” as synonyms in this introduction.
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There is general trend of professionalisation of the occupational structure of
cities, with an increase in the share of high-income occupations, and a decrease
in the share of low-income occupations. As many high-income workers have a
preference for living in central cities, this explains the changing social geography
of urban inequality.

Segregation as measured city-wide by the Dissimilarity Index (DI) has increased
for most cities (except Cape Town, Johannesburg, Mexico, and Buenos Aires,
and excluding some cities with problematic data). Based on our results we expect
levels of segregation to increase further in the future, as inequality is increasing,
and because in the last decade processes of gentrification have temporarily
caused central areas of cities to become more mixed in terms of income.

The higher the level of inequality, the higher the level of segregation. This rela-
tionship becomes stronger when lagged inequality data is used. This is because
when inequality levels increase, it takes time for this to be reflected in the
geography of inequality.

Generally speaking, middle-income countries combine high levels of inequality
with high levels of segregation, while high-income countries combine lower
levels of inequality with lower levels of segregation. Over time we see that
there is convergence between the higher and lower income countries; levels of
inequality and segregation in the higher income countries are going up and the
gap between the higher and lower income countries is decreasing.

The geography of social inequality is changing faster than levels of segregation
measured by the Dissimilarity Index. In most cities the rich are moving to the
centre and attractive coastal regions, and the poor are being pushed to the edges
of the urban region. Where this does not happen, or sometimes in combination
with this trend, the rich also concentrate in enclaves and gated communities.

The remainder of this introduction is organised as follows. First, we present the

overall approach of the book; this section deals with the measures, geographies,
and definitions used, and it discusses some of the challenges of doing international
comparative work. Second, we present how income inequality leads to residential
segregation. Next, we discuss the main findings of the book in detail, including
summary tables and figures. Finally, this introductory chapter presents a discussion
and overall conclusions, with an outlook to the future. After the introduction, each
case study city is presented in a separate chapter, authored by expert local teams.
The only deviation is Chap. 2, which compares data for one year for a large number
of cities in selected OECD countries.
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1.2 Approach and Justification

This book provides a systematic comparison of changes in income inequality, occu-
pational change, and socio-economic segregation in large cities around the world
over the last decades. As previous studies focussed on either a small number of case
studies, or only on European cities, this study will provide a global coverage of cities
from all continents, and it includes 24 case study cities in Africa, Asia, Australia,
Europe, North America, and South America. Although we aimed for the largest
cities, and an even geographical coverage in each of the continents, the final set of
case studies was influenced by the availability of research teams and data.

A large-scale internationally comparative project raises many challenges. Not
surprisingly, these challenges mostly concern data availability and comparability of
case study cities. In the selection of case study cities, we complemented compara-
bility with an inclusive approach, which means that some chapters are not strictly
comparable to others. To maximise comparability of cases, the analysis of cities is
based on fairly basic and harmonised guidelines (see Appendix 1). The authors were
asked to use Functional Urban Areas as defined by the OECD (2013) or equiva-
lent; to create socio-economic groups by categorising occupations into Top, Middle,
and Bottom occupational status groups; to provide a city-level Gini index; and they
were asked to use the Dissimilarity Index to measure residential segregation between
occupations. To analyse the geography of segregation we asked authors to construct
a series of maps based on the smallest possible spatial units of analysis (preferably
census tracts of around 5000 inhabitants), and data from around 2000 and 2010.
Although for some cities more recent data is available (and also presented in their
chapters), for most cities 2011 is the year of the most recent census, and hence also
the most recent data point.

For only a few case study cities it was possible to closely follow the guidelines.
Most of the chapters had to deviate from the guidelines to a certain extent (see
Appendix 2 for a detailed overview of the data used per chapter). For example, most
chapters use data on occupational categories, but in cases where such data was not
available, data was used on education, income, or unemployment. The spatial units
of analysis ranged from as small as 800 inhabitants in Buenos Aires to as large as
750,000 inhabitants in Jakarta. The size of urban areas analysed also varies greatly:
from 0.4 million inhabitants in Paramaribo to 35.7 million in Tokyo.

The analyses for the cities Berlin, Bogotd, Jakarta, and Mumbai deviate the most
from the guidelines because of the lack of comparable data. For that reason, they are
not included in our comparative analysis in this introductory chapter. These cities
are still included in the book since they do provide very valuable insights on socio-
economic segregation on their own. Jakarta and Mumbai could not be included due
to the very large spatial units available for the analysis. Berlin could not be included
because of a different indicator available to measure the level of segregation. Bogota
could not be included because only data for 2005 is available that does not allow to
study changes in socio-economic segregation.
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Central to this book is the link between income inequality and socio-economic
segregation. Ideally, the relationship between inequality (measured using the Gini
index) and segregation (measured using the Dissimilarity Index) would be measured
at the city-level. However, the Gini index is not available on the city-level for most
cities and, as a result, most chapters report inequality data at the country-level. For
consistency, country-level Gini data as provided by the World Bank is used in this
Introductory chapter. As a consequence, the relationship between inequality and
segregation is somewhat weaker compared to using city-level Gini Index. As shown
in previous studies, income inequality is almost always higher in large cities as
compared to the rest of the country.

All chapters (except Berlin) have used the Dissimilarity Index (DI) to measure
city-wide segregation. Although the Dissimilarity Index has certain disadvantages
over other measures, it is important to use a simple measure to increase the compara-
bility of cases. See Appendix 1 for more detail on the DI used. The index can range
from O to 100, and levels of segregation are often categorised as being low when
under 30, moderate when between 30 and 60, and high when above 60 (Massey and
Denton 1993). This categorisation was initially developed to characterise ethnic and
racial segregation in the US. However, this book focusses on socio-economic segre-
gation in an international context, and there are large differences between countries,
regions, and cities in the world with regard to what is considered a low or a high level
of segregation. While 50 would be very high in Europe (e.g., chapter on Brussels),
in Latin America (e.g., chapters on Paramaribo and Buenos Aires) it is considered
moderate. Therefore, we find that a strict classification in high and low is not very
useful in the context of this book.

Finally, in analysing the results from all the case study cities, it is useful to cate-
gorise cities. For this purpose, we have relied on a country classification by income
as provided by the World Bank (2020). According to this classification, countries are
divided into four income groups: low, lower middle, upper middle, and high. Income
is measured using gross national income (GNI) per capita. In 2020, low-income
countries are defined as those with a GNI per capita of $1,025 or less in 2018; lower
middle-income countries are those with a GNI per capita between $1,026 and $3,995;
upper middle-income countries are those with a GNI per capita between $3,996 and
$12,375; high-income countries are those with a GNI per capita of $12,376 or more.
The countries included in this book fall into the last three categories (see Appendix
2). No low-income country was included in this book due to a lack of data and
researchers available to contribute. However, for simplicity, in this introduction we
often refer to high-income countries and middle-income countries (pooling together
upper middle and lower middle-income countries).
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1.3 Income Inequality and Segregation

The level of residential segregation in a city is related to many factors, such as
the spatial distribution of housing types by tenure and price. But one of the most
important factors is the level of income inequality in society. According to Alverado
and colleagues (2018), levels of income inequality dropped globally until the 1980s,
and from that point onwards, levels of inequality started to increase again. As a
consequence, levels of income inequality are now the highest of the last 30—40 years
in most countries in the world. The increase in income inequality is largely related
to the increasingly unequal distribution of capital that has accompanied the mass
privatisation of public assets since the 1980s, directly affecting the functioning of
both labour and housing markets (Alvaredo et al. 2018). This unequal distribution
of resources is passed from one generation to another (Corak 2013). Housing is
an important element in producing and reproducing inequality, linking thus income
inequality and residential segregation to each other (Tammaru et al. 2020). Van Ham
etal. (2018) proposed the idea of a vicious circle of inequality and segregation to show
how inequality is transmitted from one generation to the next, through a complex
interplay of family, housing, education, and labour market factors.

There are different ways to measure inequality, for example, by focussing on the
distribution of income or wealth (Alverado et al. 2018). The most widely used and
readily available measure of income inequality is the Gini Index, ranging from 0
(perfect equality) to 100 (perfect inequality). Of course, these extremes are never
reached in a society, but there is large variation between countries in Gini. The
formerly centrally planned countries in the East of Europe had very low values
of the Gini Index, and private housing property did not exist. In such a social
context, the individual motivation to be creative and to aspire to be economically
productive are low, thus restricting economic growth (Kornai 1992). Extremely high
levels of inequality are also thought to be harmful as they reduce intergenerational
social mobility (Krueger 2012), partly through the operation of the vicious circle of
inequality and segregation (van Ham et al. 2018). The negative effects of high levels
of income inequality could be seen in South Africa under Apartheid, or in many
countries in South America, and include political instability, high rates of poverty
and crime, and residential segregation with gated communities for the rich.

Using country-level Gini Index values as harmonised by the World Bank (2020),
we find South Africa to be the most unequal country among our case study countries,
with Gini Index values exceeding 60 (see Fig. 1.2). In most middle-income countries
among our case studies (often located in the Global South), Gini Index values exceed
40. In most high-income countries, Gini Index values are in the range of 30—40,
reflecting more extensive income redistribution. Levels of income inequality are
the lowest in Europe, with Belgium being the most equal country in our pool of
countries with a Gini Index value of 27. However, there are important exceptions,
for example, the level of income inequality is relatively high in the US, with a Gini
Index value of more than 40, while the opposite is true for India and Egypt, with Gini
Index values below 40. Not only the levels, but also change in inequality differs by
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Fig. 1.2 Income inequality, 1990 and 2015. Source World bank. Note When the World Bank data
for 1990 and 2015 was not available, we took the closest available years. Instead of 1990 we used
data from 1989 for Paris, Mexico City, and Melbourne; 1991 for Berlin, Buenos Aires, Chicago,
New York, Los Angeles, and London; 1992 for Bogota and Tel Aviv; 1993 for Cape Town and
Johannesburg; 1997 for Lima; average value between 1988 and 1992 was calculated for Brussels,
average value between 1987 and 1993 was calculated for Mumbai and average value between 1987
and 1994 was calculated for Istanbul. When World Bank data was not available at all or incomparable
for two data points, we used author-based data, this applies to Hong Kong and Paramaribo

country. While global income inequality started to rise in the 1990s, there are some
exceptions such as South America where Gini Index values have decreased since
then. In several countries, the level of inequality increased only a little or remained
almost stable between 1990 and 2015 (most of Europe). The most systematic increase
in income inequality is in Asia, with Hong Kong experiencing the most rapid growth
of inequality together with South Africa.

1.4 Main Results in Five Conclusions

Based on the detailed study of 24 cities across the world, we have formulated five
main conclusions on socio-economic segregation. Together these five conclusions
led us to formulate a Global Segregation Thesis, which we discuss further at the end
of this chapter. We will now provide a detailed overview of each of the conclusions
and present supporting data from the case studies.

Conclusion 1. The occupational structure of most cities is professionalising.

The first conclusion is that the occupational structure of many cities is professional-
ising. This is an important conclusion, as it has been suggested that the changing occu-
pational structure is strongly related to the changing social geography of cities (see
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van Ham et al. 2020). The book “The Global City” by Sasia Sassen (1991) provoked
a decades-long debate on whether the occupational structure of global cities is polar-
ising or professionalising (see also Hamnett 1994; van Ham et al. 2020). Although
there are some exceptions, generally speaking we observe an increase in the share of
the Top socio-economic groups, and a decrease (or stabilisation) in the share of the
Bottom socio-economic groups. This implies a general trend of professionalisation
of the occupational structures also in most of our case studies. The professionalisa-
tion of the occupational structure leads to increasing shares of high-income workers,
and many of these high-income workers have developed a preference for living in
central cities (cf. Hamnett 2009).

Although there are some similar trends, the case study cities vary greatly in their
occupational structure and are almost perfectly split into two groups coinciding with
the country classification by income (see Appendix 3). In high-income countries, the
Top socio-economic groups make up a significantly higher proportion of occupations,
compared to the middle-income countries. While the Top socio-economic groups
account for about 40% in Brussels, New York, and Melbourne, they do not exceed
15% in Jakarta, Sdo Paulo, and Lima. Accordingly, the Bottom socio-economic
groups account for at least 40% in Shanghai, Cairo, Sdo Paulo, and Jakarta, and
these groups form less than 15% in Los Angeles, Melbourne, and Paris. The highest
share of the middle socio-economic groups is found in Paramaribo, Paris, and Tel
Aviv (around 60%), while the lowest in Shanghai (14%). It has to be noted that the
definitions of the three groups differ between case study cities, so care should be
taken when comparing results. The definition of the Top socio-economic groups is
more consistent than the definition of the two other groups. All cities experienced an
increase in the share of Top occupations, except for Johannesburg, where the share
remained stable, and Brussels, where it dropped slightly, but remained to be one of
the highest among the case studies.

Conclusion 2. Segregation measured by the Dissimilarity Index has increased for
most cities.

Analysing data from the 20 comparable case studies” reveals a large variety in segre-
gation levels between the Top and Bottom socio-economic groups, with DI values
ranging from 16 to 78 (see Fig. 1.3). In the year 2000/2001, only Brussels had a DI
value below 20. In our study there are ten cities out of 20 with comparable data that
have DI values higher than 40. Most South American and all three African cities
belong to this group of cities, with Buenos Aires being most segregated of all cities
included in the analysis. The only exception in South America is Mexico City, which
has one of the lowest levels of segregation in this study. However, it has to be kept in
mind that for Mexico City (and also for Buenos Aires) education was used instead
of occupational status. And since income-heterogeneity is larger among educational
groups compared to occupational groups, this might explain the relatively low-level
of segregation in Mexico City.

2As mentioned before, we have made a selection of comparable case studies for analysis in this
introductory chapter.
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Fig. 1.3 Residential segregation between top and bottom socio-economic groups, 2000/2001 and
2010/2011. Source Individual chapters in this book, see Appendix 4 for more details). Notes *Top
and bottom groups based on income; **Top and bottom groups based on educational attainment.
Data for Paramaribo 2004 and 2012, Paris 1999 and 2015, Cairo 1996 and 2016, Lima 1993 and
2007, New York 2000 and 2013-2017, Mexico City 1990 and 2010, Tel Aviv 1995 and 2008

Figure 1.3 clearly shows that European cities do not necessarily have low levels
of segregation as one might expect from their low levels of income inequality and
the high levels of income redistribution in Europe. In fact, Paris is one of the most
segregated cities in our study, with a level of segregation which is much higher than
the Anglo-American cities, and comparable to Johannesburg in South Africa. The
five cities with the lowest levels of segregation in this study are Tokyo, Tel Aviv,
Brussels, Mexico City, and Chicago, which is a regionally very mixed group of
cities. Interestingly, Hong Kong is one of the most segregated cities in this study, but
this city is a-typical for Asia with its recent colonial past. All Anglo-American cities
included into our study are modestly segregated.

While comparisons of levels of segregation between cities should be treated with
some caution due to limitations in the comparability of data, the comparison of
segregation levels over time within each city is more straightforward. Our results
show that levels of segregation between the Top and Bottom socio-economic groups
have increased (or remained stable in two cases) in most cities. However, these
increases have been small for most cities, with the exception of Brussels. Segrega-
tion levels have dropped somewhat in four cities: Buenos Aires, Cape Town, Johan-
nesburg, and Mexico City. Again, we should recall that the cases of Buenos Aires
and Mexico City differ from the other cities because education is used as a measure
of socio-economic status instead of occupation. Interestingly, in almost all cities in
high-income countries levels of segregation have increased, while the situation in
middle-income countries is a little more mixed.
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The low level of segregation in Tokyo is striking, especially because it is so
much lower than in many European cities. In many European cities there is a strong
overlap between ethnic and socio-economic segregation due to the on average low
incomes of migrants compared to natives (Andersson and Kahrik 2016). The share of
international migrants in Tokyo is very small compared to other global cities, and at
the same time Tokyo is characterised by a low level of income inequality, and strong
public sector involvement in the economy, the housing market, and urban planning.
Tokyo is also a very densely populated compact city, providing few opportunities
for residential separation. In this context vertical segregation may be more important
than the sorting of different socio-economic groups into different neighbourhoods
(Hirayama 2017).

In addition to the case studies, Chap. 2 analyses income data from 194 cities in
14 OECD countries to provide an overview of residential segregation in a compara-
tive perspective. Not surprisingly, segregation levels between the Top and Bottom-
income groups were found to be much higher compared to segregation levels between
Middle- and Bottom-income groups. The main contribution of this chapter to the book
is the comparison of segregation levels of multiple cities within the same country.
The results show that there is a lot of variation in levels of segregation between
cities within some countries. With other words, studying only one case study city
per country does not do justice to the variety of segregation levels within countries.
Although generally speaking the analyses of OECD data show a relationship between
levels of inequality and levels of income segregation, the results also suggest that
local circumstances can greatly affect how levels of inequality are translated into the
social geography of cities within a country. This needs to be taken into account when
comparing single city case studies between countries as these case studies are not
necessarily representative for the rest of the country.

Conclusion 3. The higher the level of inequality, the higher the level of segregation.

Previous studies have suggested that it takes time before a rise in income inequality
leads to higher levels of socio-economic segregation. Therefore, it is important to
take into account a time lag when studying the relationship (Marcificzak et al. 2015;
Musterd et al. 2017; Wessel 2016; Tammaru et al. 2020). The time needed for trans-
mitting changes in income inequality to changes in residential segregation varies
from city to city, because of other factors shaping segregation. For example, in market
dominated housing systems with little public interventions in housing, changes in
income inequality may translate quickly (within ten years’ time) into income-based
residential sorting. However, in a housing system with a high share of social or
public housing, and with strong policy interventions, the time lag between a change in
income inequality and a change in residential segregation becomes longer, extending
well beyond ten years (Wessel 2016). It is also important to note that the relation-
ship tends to hold in both ways; an increase in income inequality is followed by an
increase in residential segregation later in time, and a decrease in income inequality is
followed by a decrease in residential segregation later in time (Tammaru et al. 2020).
Our analysis of the relationship between income inequality (measured by Gini and
lagged 10 years) and the level of socio-economic segregation has been summarised
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Fig. 1.4 Relationship between income inequality (lagged 10 years and) socio-economic residential
segregation between Top and Bottom socio-economic groups. Source Individual chapters in this
book and the World Bank

in Fig. 1.4. The graph on the left shows the relationship between the Gini Index
measured in 1990 and the Dissimilarity Index as measured in 2000/2001, and the
graph on the right shows the Gini Index measured in 2000 and the Dissimilarity
Index measured in 2010/2011. The results show that there is a positive correlation
between inequality and segregation and that this correlation is slightly weaker for
the year 2010/2011 (0.529) compared to 2000/2001 (0.583). Off course there are
outliers; Paris, for example, is much more segregated than expected based on the
relatively low level of inequality in France. On the other hand, Mexico City is much
less segregated than would be expected based on the inequality level in Mexico. These
and other outliers show that the relationship between segregation and inequality is
complex, and influenced by local circumstances. The data in Fig. 1.4 lead to further
conclusions, which are discussed next.

Conclusion 4. There are large differences between high-income and middle-
income countries that converge with time.

Figure 1.4 reveals that in the relationship between segregation and inequality there are
separate clusters of high-income and middle-income countries. Generally speaking,
middle-income countries combine high levels of inequality with high levels of segre-
gation (particularly South American and South African cities), while high-income
countries combine lower levels of inequality with lower levels of segregation. Of
course, the pattern is not perfect, and again there are outliers. In 2010, the cities of
Cairo and Shanghai, both from middle-income group of countries, show relatively
low levels of inequality, and especially Shanghai also a low level of segregation.
Mexico City on the other hand, shows a high level of inequality, combined with a
very low level of segregation. And Paris, which is part of the high-income group of
countries, combines a low level of inequality with a high level of segregation.
When comparing two graphs, it can be seen that the high-income country cluster
moves upward because of a systematic increase in levels of inequality and segre-
gation. While the changes in both income inequality and residential segregation are
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more diverse for the middle-income countries, this suggests convergence between the
high-income and middle-income countries. The trend towards convergence between
higher income and middle and low-income countries warrants some more attention.
Further increases in both income inequality and residential segregation are not very
likely in cities that are already highly unequal and highly segregated. The overall
modernisation of societies and professionalisation of the labour force tends to reduce
differences in incomes and residential sorting. However, the main reason for conver-
gence relates to changes taking place in cities located in high-income countries. It
is notable that increases in residential segregation in high-income countries tend
to be larger than predicted by their levels of income inequality. Paris is the most
outstanding case in this regard, where a very high level of residential segregation
between the Top and Bottom socio-economic groups is combined with a low level of
income inequality. In Paris, a possible explanation is related to migration, where lower
income migrant households tend to cluster in modernist housing estates (Lelévrier
and Melic 2018). In Paris, but also in other high-income cities, it may also be the
case that an increased emphasis on market forces in the housing market increas-
ingly sorts households with different financial means into different neighbourhoods,
despite overall low levels of income inequality.

Conclusion 5. The social geography of cities changes faster than levels of
segregation measured city-wide.

The data from this book shows an overall picture of increasing levels of socio-
economic segregation between 2000/2001 and 2010/2011, although segregation
levels remained stable in some cities, and even dropped in others. Segregation was
measured by using the Dissimilarity Index, and like many indices of segregation, it
does not take into account the social geography of cities. In theory it is possible that
over time the poor move to rich areas, and the rich to poor, while the overall measure
of segregation remains stable.

Based on the case studies we can conclude that social geography of inequality is
changing faster than measures of city-wide socio-economic segregation, as measured
by the Dissimilarity Index. In many of the case study cities the Top socio-economic
groups are concentrating in the centre and attractive coastal regions, and the Bottom
socio-economic groups are concentrating on the edges of the urban region. In some
cases, they are also concentrating in enclaves and gated communities outside the
urban core. In all cases, the residential choices of the Top socio-economic groups
are driving changes in the geography of segregation.

Beyond those general trends there are also many differences between the cities
due to local circumstances, including historical, economic, and political factors, but
also the physical geography of cities. There are some examples of cities in which the
Top socio-economic groups concentrate in the central areas, and the Bottom socio-
economic groups in the periphery. In Shanghai, for example, the Top socio-economic
groups concentrate into the centre as well as into certain suburbs. Also in Tel Aviv,
London, Chicago, Buenos Aires, Melbourne, Paris, Mexico City, and New York
the Top socio-economic groups are concentrating in the central area of the urban
region. In all these cities they are more residentially concentrated than the Bottom
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socio-economic groups. We also observed in all these cities that the Bottom socio-
economic groups increasingly live in the urban periphery. For example, in Berlin it
was observed that child poverty is increasingly moving to the urban periphery, which
is likely to increase inequality due to a lack of opportunity for these children as they
grow up.

In Chicago, the city seems to be polarising geographically with an increasing resi-
dential division between the Top and Bottom socio-economic groups. In many other
cities there is an increase of socio-economically mixed areas due to gentrification.
This is the case in, for example, New York, Paris, and Mexico City. Los Angeles
has a more geographically dispersed pattern of residential inequality than the cities
mentioned above. This is due to the polycentric nature of the urban region, with
concentrations of Top socio-economic groups in various parts of the city, gentrifica-
tion in adjacent areas of rich enclaves, and arise in the number of gated communities.
Cities like Sao Paulo, Istanbul, Lima, and Hong Kong are also characterised by a
concentration of the Top socio-economic groups in the central area of the city. At
the same time, also gated communities for the high-income groups can be found in
these urban regions.

Some cities, like Johannesburg, Cape Town, Paramaribo, and Cairo, show an oppo-
site geography of residential inequality. In these cities the Bottom socio-economic
groups are concentrating into the city centre and the periphery, and the Top socio-
economic groups are concentrating in suburbs and gated communities. In Brussels
the central area of the city is quite deprived and the outskirts are more prosperous; the
Top socio-economic groups mainly concentrate in the peripheral areas (but also in
some pockets in the central area), and the Bottom socio-economic groups concentrate
in and around the centre in densely populated neighbourhoods. The cities of Tokyo,
Mumbeai, and Bogota all show very distinct patterns of segregation. In Tokyo, the Top
socio-economic groups live in the elevated areas in the West, and in the harbour area,
and the Bottom socio-economic groups live in the lowlands in the East. In Mumbai
there is a clear North-South division, with the Top socio-economic groups living in
the South, and the Bottom socio-economic groups living in the North. And in Bogota
the Top socio-economic groups live in the North, and the Bottom socio-economic
groups live in the South. For Jakarta, the spatial units were too large for an in-depth
analysis of the geographical patterns of inequality.

Many cases reveal that residential areas in the city centres are getting more socio-
economically mixed due to gentrification and expansion of the urban core. This is
the case in, for example, Hong Kong, Mumbai, London, Berlin, and Paris. The
fact that urban cores in these cities become more mixed might be a temporary
phenomenon as in the course of the process of gentrification these areas become
unaffordable for Bottom socio-economic groups, and become over-represented by
more and more affluent households. Although this book predominantly studies socio-
economic segregation, many case studies also mention the link between ethnic segre-
gation and socio-economic segregation. The clear South-North division in Mumbai
is strongly related to ethnic and religious segregation in the city. Segregation in Tel
Aviv is also related to both ethnicity and religion. In London, Chicago, New York,
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and Paris, socio-economic segregation is also strongly related to patterns of racial
and ethnic segregation.

1.5 A Global Segregation Thesis

The central research question of this book was whether there is any evidence for
a Global Segregation Thesis, or whether cities in different parts of the world show
very distinctive patterns of socio-economic segregation? Taken together, the five
main conclusions of this book provide support for what we call the Global Segrega-
tion Thesis, which is characterised by a global trend of rising levels of segregation,
combined with a changing social geography of cities. Rising levels of segregation are
caused by rising levels of income inequality, and although the link between the two
is complex, it seems almost universal and globally applicable. At the same time the
social geography of cities is changing, where high-income households increasingly
live in city centres and other attractive areas, while lower income households move
to the fringes of the city. This changing social geography is related to the profession-
alisation of the urban workforce, which leads to more higher income households,
which have developed a preference for living in central parts of large cities. Levels
of segregation have not gone up as much as could be expected based on rising levels
of inequality, and this is possibly due to gentrification and the temporally socio-
economic mixing of central city neighbourhoods. Over time, processes of gentrifica-
tion will lead to further increases in levels of segregation. The combination of rising
levels of inequality and professionalisation of the workforce is expected to lead to a
further increase in segregation and more uneven landscapes of opportunity.

For most cities in this book, the most recent census data used was from 2010 or
2011, and data from the next (2020 or 2021) census will not be available for another
5 years. This means that the 2010/2011 census only started to capture the effects
of the 2008 Global Financial Crisis. At the time of writing this introduction, the
world is facing a new economic crisis related to the COVID-19 pandemic. Although
it is impossible to know how long and deep this crisis will be, there are signs that
the weakest in society will be hit the hardest. This is likely to lead to rising levels
of inequality, and ultimately more segregation in cities. At the same time there are
discussions on the future of cities and on the residential preferences of higher income
households. These households might decide to leave their relatively small dwellings
in densely populated areas and live in more spacious dwellings in suburban environ-
ments. Such a change might have dramatic effects on the social geography of cities
and spaces of opportunity. Densely populated areas might increasingly become the
domain low-income groups, while higher income groups once again suburbanise as
they did decades ago. In the short run it can be expected that levels of socio-economic
segregation continue to rise and that the social geography of cities continues to show
a pattern of rich centres, with poor suburbs. In the long run cities are in constant flux,
and the future of cities depends on many factors yet still unknown.
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Future research on inequality and socio-economic segregation should focus on
better understanding local variation in the relationships between the two. And
most importantly, how different urban policies—area-based, people-based, and
connectivity-based—can make a difference? It is also important to improve our
understanding on how residential inequalities are produced and reproduced over
different life domains (home, family, education, work) and across generations. Under-
standing the vicious cycle of segregation and inequality can lead to more effective
policies aimed at improving access to opportunity. The professionalisation of the
urban workforce and increasing educational levels leads to a higher share of high-
income earners in cities, which initially leads to more social mix in many urban
neighbourhoods. But in the longer run these trends might lead to higher levels of
segregation as cities become more and more unaffordable for many people. It is
therefore crucial to take a multi-scale perspective on cities (Petrovié et al. 2018),
studying large urban regions instead of cities. Finally, as global cities are increas-
ingly multi-ethnic, the overlap between income inequality and ethnicity and race in
many cities needs further attention. The most severe and persistent inequalities appear
where different variables intersect, and these intersections require most attention.

Appendix 1: Guidelines for Authors, Data, and Methods

Each chapter should contain two parts: a compulsory part including an analysis of
changes in the occupational structure, income inequality, and residential segregation;
and a free part, which discusses the local context and other important factors related
to segregation in the specific country or city. To define urban regions, all authors
should use functional urban areas as defined by the OECD. Socio-economic groups
are preferably distinguished based on occupational status, and classified into Top,
Middle, and Bottom (or High, Middle, and Low for educational or income levels).
The main measure of segregation to be used is the Dissimilarity Index. Chapters
should preferably provide the city-level Gini index, and otherwise the national-level
Gini index. To analyse the geography of segregation authors were asked to construct
some standard maps using guidelines provided by the editors. For calculations of the
Dissimilarity Index and the construction of maps, authors were asked to use small
spatial units, preferably census tracts of around 5000 inhabitants. And authors were
asked to analyse data from at least the year 2000/2011 and 2010/2011, but a longer
period of analysis was welcome if data allowed.

A functional urban area consists of a city and its commuting zone (OECD 2013).

In this book occupational categories are used as a proxy for socio-economic status.
Occupational categories are derived from the International Standard Classification
of Occupations (ISCO) (ILO 2012) and they are directly comparable and available
in all countries conducting censuses. People with different occupations do not only
perform different tasks, but occupational attainment is also closely related to personal
work income. A typical example of this classification, which applies to many cities,
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is TOP: managers + professionals; MIDDLE: everything in between; BOTTOM:
elementary occupations + plant and machine operators and assemblers.

The Gini index is the most commonly used measurement of inequality. It is the
ratio of income distribution within a country or city, where O represents perfect
equality with no income differences between individuals and 100 represents perfect
inequality with one person earning all income.

Dissimilarity Index (DI) is used as the main measure of residential segregation
between socio-economic groups, reflecting their relative distributions across neigh-
bourhoods within the urban area. Value of DI varies between 0 and 100, which
indicates the proportion of a group that would need to move in order to create a
uniform distribution of population. 0 means that both groups are distributed in the
same proportions across all neighbourhoods and 100 means that the members of
two groups are located in different neighbourhoods—this is a total segregation. The
Dissimilarity Index is calculated as follows:

N

DI:EZ

i=1

a; b

A B

where a; is the population of group A in the ith area, e.g., census tract; A is the
total population in group A in the large geographic entity for which the index of
dissimilarity is being calculated; b; is the population of group B in the ith area; B is
the total population in group B in the large geographic entity for which the index of
dissimilarity is being calculated. The DI is the main measure of segregation in this
book, but additional measures were used by some chapters:

Interaction or Exposure Index (B) measures the degree of potential contact or the possibility
of interaction between the members of two groups within the neighbourhoods. The value of
this index varies between 0 and 100 and it is the highest when the two groups have equal
numbers and are spread evenly among neighbourhoods.

Entropy index (EI) measures the spatial distribution of multiple groups simultaneously. Value
of El varies between 0 and 100. It is equal to O when the composition of all neighbourhoods
is the same, and it is equal to 100, when all neighbourhoods inhabit only one group.

In addition to the Dissimilarity Index between occupational categories, authors
were asked to provide maps. The main reason is that similar measures of segregation
can have completely different underlying geographies. Authors were asked to provide
the following maps:

e Location quotient (LQ) maps for the Top and Bottom occupational status groups.
The LQ is a way of quantifying how concentrated a particular group is in each
neighbourhood compared to the average for the entire urban area. LQ greater
than 1 indicates that the neighbourhood has a higher than average concentration
of particular group.

e Classification of neighbourhoods by socio -economic composition based on the
typology provided by Marcificzak et al. (2015). Some chapters adopted a slightly
different approach and explained the modifications in their chapters.
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® Location of the Top socio-economic status groups, which shows how many neigh-
bourhoods house 20% of the Top group. The fewer neighbourhoods are needed
to get to 20%, the more concentrated the Top group is. In theory, 20% of the
Top group can live in one neighbourhood, which means that the group is very
spatially concentrated. Even when the segregation index remains similar over
time, the spatial location of the Top group could have changed.

Appendix 2: Summary Table of Data Used for Each Case

Study City
City Population | Average | Year of analysis Main variable | World Bank
of an size of used classification
urban the by income
region, in | spatial
min unit used
in the
analysis
Berlin 6.0 8,400 2007-2012-2016 Unemployment, | High income
child poverty,
migration
background
Bogota 6.8 Not 2005 Educational Upper
provided groups middle
income
Brussels 2.5 2,834 2001-2011-2016 Income High income
Buenos Aires | 13.0 800 1991-2001-2010 Educational Upper
groups middle
income
Cairo 20.4 8,250 1986-1996-2006 Occupational Lower
groups middle
income
Cape Town 4.6 10,140 2001-2011 Occupational Upper
groups middle
income
Chicago 9.5 4,000 1990-2000-2010-2015 Occupational High income
groups
Hong Kong 7.5 2,162 2001-2011-2016 Occupational High income
groups
Istanbul 15.0 15,600 | 2000-2010-2017 Educational Upper
groups middle
income
Jakarta 31.6 750,000 |2011-2018 Occupational Lower
groups middle
income

(continued)
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(continued)

City Population | Average | Year of analysis Main variable | World Bank
of an size of used classification
urban the by income
region, in | spatial
min unit used

in the
analysis

Johannesburg | 15.0 2,158 2001-2011 Occupational Upper

groups middle
income

Lima 9.5 5,443 1993-2007 Occupational Upper

groups middle
income

London 9.0 1,400 20012011 Occupational High income

groups

Los Angeles | 18.8 4,000 1980-1990-2000-2010 Occupational High income

groups

Melbourne 45 7,933 2001-2006-2011-2016 Occupational High income

groups

Mexico City | 22.0 3,485 1990-2000-2010 Educational Upper

groups middle
income

Mumbai 12.4 140,909 | 1991-2001-2011-2018 Class, religion, | Lower

castes and tribes | middle
income

New York 17.0 4,000 2000-2008/2012-2013/2017 | Occupational High income

groups

Paramaribo 04 3,611 2004-2012 Occupational Upper

groups middle
income

Paris 12.5 2,500 1990-1999-2015 Occupational High income

groups

Séo Paulo 20.0 32,000 | 2000-2010 Occupational Upper

groups middle
income

Shanghai 23.0 3,000 20002010 Occupational Upper

groups middle
income

Tel Aviv 3.2 1,484 1995-2008 Income High income

Tokyo 35.7 3,000 2000-2005-2010-2015 Occupational High income

groups
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Appendix 3: Occupational Structure of Comparable Case

Study Cities (Source Individual Chapters in This Book)

Lower middle

High income countries

Upper middle income

income

Brussels 2001
Brussels 2011

New York 2000
New York 2008-2012
New York 2013-2017

Melbourne 2001
Melbourne 2006
Melbourne 2011
Melbourne 2016

Chicago 2000
Chicago 2010
Chicago 2015

Los Angeles 1980
Los Angeles 1990
Los Angeles 2000
Los Angeles 2010

Tel Aviv 1995
Tel Aviv 2008

Paris 1990
Paris 1999
Paris 2015

Tokyo 2000
Tokyo 2005
Tokyo 2010
Tokyo 2015

Hong Kong 2001
Hong Kong 2011
Hong Kong 2016

Johannesburg 2001
Johannesburg 2011

Mexico 2005
Mexico 2010
Mexico 2015

Cape Town 2001
Cape Town 2011

Shanghai 2000
Shanghai 2010

Parimaribo 2004
Parimaribo 2012

Lima 1993
Lima 2007
Lima 2017

Sao Paulo 2000
Sao Paulo 2010

Cairo 1986
Cairo 1996
Cairo 2006

Jakarta 2011
Jakarta 2015
Jakarta 2018

o
X

10% 20% 30% 40% 50%

EMTop OMiddle @Bottom

60%

70%

80%
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Appendix 4: Dissimilarity Indices Between Top and Bottom
Socio-economic Status Groups, in All Years Provided
by the Authors (Source Individual Chapters in This Book)

City name 1990 2000 2005 2010 2015 Average
Buenos Aires 79 78 77 78.0
Cape town 67 55 61.0
Paramaribo 53 56 54.5
Hong Kong 55 57 50 54.0
Sdo Paulo 48 50 49.0
Paris 47 49 49 48.3
Istanbul 49 51 44 48.0
Johannesburg 48 47 47.5
Cairo 43 42 43 42.7
Lima 42 42 42.0
Melbourne 38 39 39 38 38.5
Mexico City 34 45 31 36.7
New York 35 38 36.5
London 34 36 35.0
Los Angeles 31 34 36 33.7
Shanghai 32 33 32.5
Chicago 31 32 33 32.0
Tokyo 26 27 28 28 27.3
Tel Aviv 25 28 26.5
Mumbai 24 24 23 23.7
Brussels 16 28 22.0
Jakarta 13 9 11.0

Note The years provided in the table and chapters may vary slightly, e.g. Cairo chapter provides
data for 2016, not 2015
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Chapter 2 ®)
Residential Segregation Between Income oo
Groups in International Perspective

Andre Comandon and Paolo Veneri

Abstract This chapter analyzes income data from 194 cities in 14 countries to
provide an overview of residential segregation patterns in a comparative perspective.
We use the dissimilarity index to measure segregation between lower income house-
holds and middle-income and higher income households. The results expand results
consistent with existing research to a larger number of countries. Higher income
households segregation from lower income households is significantly higher than for
middle-income households. High-inequality cities are more segregated, on average,
than low-inequality ones. It is in the deviation from these patterns, however, that
the analysis contributes to a comparative research agenda. It highlights cities and
countries that do not fit general trends and raises questions about the relative role
of national and local factors in influencing levels of segregation, questions the case
studies delve into in the rest of the volume.

Keywords Income inequality + Segregation - International comparison

2.1 Introduction

How do we make sense of income inequality and residential segregation in cities
as different as Houston, Hong Kong, and Johannesburg? Finding common ground
between cities in disparate national context has the potential to illuminate overlooked
factors that influence segregation and suggest new directions for study. For example,
Melbourne in Australia and Boston in the United States have much in common: near
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identical population size, large immigrant populations in primarily white regions,
sprawling suburbs, and similar levels of income inequality before redistribution. Yet,
our data show that Melbourne is less segregated than not only Boston, but also nearly
all American cities. Is Melbourne less segregated only because it is in Australia or
are there characteristics unique to Melbourne and other Australian cities that set
them apart? This chapter introduces the most comprehensive international database
on segregation by income to date as a tool that can help elucidate such questions.

We use a sample of 194 cities in 14 countries to show the extent of variation in
residential segregation by income (income segregation from hereafter) within and
between countries. We focus on this difference because it provides crucial insights
into the process of comparison. International comparisons compound the number of
relevant explanatory factors: the role of government in the housing sector, history
of discrimination, and economic structure are all likely to have significant influence
on the degree of segregation in cities. Case studies, like the ones in the following
chapters of this book, are ideal for analyzing how these factors intersect to shape
the socio-spatial structures of a city. However, case studies tend to focus on primate
cities and can never zoom out to measure systematic variation across borders. To
understand the role and magnitude of these factors, and identify useful comparative
cases, requires consistent data across countries. We take the first steps towards this
kind of analysis.

The chapter consists of two main parts. First, we provide an overview of the
theoretical and empirical literature on comparative segregation studies. The review
highlights trends in international research and the potential (and limitations) of this
kind of work. It also provides a foundation and scope for interpreting our empirical
results. The second part is a descriptive analysis of income segregation data. We
have been working on expanding the international coverage of comparable data to a
diverse set of countries so that the work of adding layers of analysis and understanding
can build upon it (Comandon et al. 2018). Figure 2.1 shows the location of cities
and countries included in the sample. In nine of these countries, we have spatially
small-scale data on income (or some close equivalent) for all large urban areas. In the
other five, there is either only one large urban area in the country or we had access to
data for a single city. We are still in the early stages of developing the international
database, which limits the scope of the analysis to income. However, the results show
the potential of these data and of expanding the database.

For each city, we calculate the dissimilarity index to summarize the metropolitan
level of segregation in an intuitive and easily comparable measure. We measure
residential segregation between the bottom and top income quintiles and between
the bottom and middle-income quintiles. We include both measures to emphasize
the dynamics of income inequality. Existing research shows that segregation of the
highest income residents tends to drive overall segregation, leading to the implication
that greater inequality will translate to greater segregation (Reardon and Bischoff
2011).

Consistent with this trend, we find that segregation between the middle and bottom
of the income distribution is lower for all cities within a country and, on average,
across countries. The national average segregation between the top and bottom is
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Fig. 2.1 Map showing the location of countries and cities included in the study

significantly higher in all countries except Mexico where it is near identical. We
also find that greater income inequality does not necessarily translate to greater
segregation, though cities of extreme disparities do fall into this pattern. Cities near
the average level of inequality, span the entire spectrum of segregation levels. We
conclude with a set of recommendation for future comparative research on residential
segregation.

2.2 Challenges of Comparing Segregation Across Borders

Two types of challenges undermine the systematic international comparison of resi-
dential segregation in urban areas. The first challenge relates to interpreting the data
that we have access to. Even though levels of segregation in two cities are similar,
can we truly compare how a working-class household in, for example, Houston and
Hong Kong, experiences spatial inequality in their city? The second challenge is
purely empirical. The data required for comparison is collected and made available
in different formats, with different coverage, and often there are no data available at
all.

These challenges make the comparison of cities contentious and difficult, but it
should not be abandoned. In this section, we review research relevant to the first
challenge to frame our empirical approach to international comparison. It highlights
the role of research this edited volume exemplifies as a path forward combining the
complexity that case studies allow with larger scale data analysis. It also becomes
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clear that large-scale data analyses lag in coverage and scope, issues relevant to the
second challenge. The rest of the chapter will focus on the state-of-the-art concerning
this challenge.

There is an astounding number of factors that make cities more distinct than,
for example, countries. Countries, with few exceptions, fit within a system of nation
states, have defined, stable borders and central governments. Cities, on the other hand,
often have no clear-cut borders. They include municipalities, which have boundaries,
and urbanized areas outside those boundaries. Municipal boundaries not only fluc-
tuate, they also matter little for many urban infrastructure and processes (e.g., work
commutes).! Furthermore, cities are embedded within distinct polities (sometimes at
several governmental levels, as is the case in federal systems) that have authority over
them, multiply the number of historical paths to urbanization, and tend to change
more rapidly than other units of analysis.

This distinction of urban areas has spurred a flourishing theoretical debate about
the nature of cities and their comparison. Key questions at the core of this debates
include how we understand the relationship and ties between and within cities
(Jessop et al. 2008), how to balance individual, experience and generalizable anal-
ysis (Robinson 2011; Storper and Scott 2016), and how do we choose and develop
the methods for comparison (Abu-Lughod 2007; Dear 2005; Gough 2012; Robinson
2016). These strands have all grappled with the challenges of using the city as a unit
of analysis. Answers range from the poetic nomadism of Simone (2010) who suggest
bringing pieces of cities together to form a new, cohesive unit, to the data-driven use
of machine learning to map every urban settlement down to the last house (Esch et al.
2017).

These debates have seeped into the study of segregation. Greater emphasis on
the significance of spatial scale has given rise to re-assessment of the mechanisms
of segregation (Fowler 2016; Schafran 2018; Trounstine 2018) and methodolog-
ical innovation (Lloyd et al. 2014; Reardon et al. 2006; Petrovi¢ et al. 2018). The
growing diversity of cities has displaced dominant binary narratives to be replaced
with multifaceted analysis and greater scrutiny of the role of residential integration
(e.g., Clark et al. 2015; de la Roca et al. 2014; Goetz 2018; Musterd 2003). The
persistence of segregation and combination of forms of inequality has widened the
lens to include multiple domains (van Ham and Tammaru 2016), including schools
(e.g., Bischoff and Tach 2018), housing (e.g. Owens 2019), and infrastructure (e.g.,
Trounstine 2018). Here, too, answers tend towards the multiplication of methods
rather than a coherent framework to study spatial inequality.

This expansion of the study of segregation does not translate easily to an interna-
tional context. Ethnicity and race, for example, are critical dimensions of segregation
that cross borders. They have, however, different meanings and influences depending
on a country’s history of racial oppression (Abu-Lughod 1980; Massey and Denton

I'The US Census Boundary and Annexation Survey, for example, reported over 96,000 municipal
boundary changes between 2001 and 2010, an average of three changes per municipality. Most of
the changes are small but can change the configuration of a city as they accumulate.
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1993; Telles 2006) and its colonial history (Nightingale 2012). As such, the interac-
tion of race and class will have different undertones in Canada, the United States,
and South Africa (e.g., Fong 1996; Johnston et al. 2007). In the multi-racial context
that defines many large metropolises today, interactions between groups, their status
within a nation (e.g., recent migrants), and the prevalent socioeconomic stratifica-
tion can further complicate the picture. Quillian (2012), for example, showed that the
interactions between three types of segregation—ethno-racial segregation, poverty
segregation within ethno-racial groups, and segregation of higher income groups—
contributed to the process of spatial concentration of poverty. Reproducing studies
of this complexity and scope in multiple countries not only requires much data, it
also requires an intimate understanding of how these factors interact in the local
context. This edited volume takes a significant step in that direction by balancing
local knowledge, geographical scope, and complexity.

Trounstine (2018) highlighted another dimension that needs systematic engage-
ment. While researchers often summarize segregation as a single index, segregation
operates within jurisdictionally defined units that have greater relevance for resi-
dents’ well-being. She showed that levels of neighborhood racial segregation are
going down in many regions of the United States, but is being reinforced at the
municipal level with far reaching implications for access to critical services (see also
Bischoff 2008; Fennell 2009). The chapters in Lloyd et al’s (2014) edited volume
make a similar point, though they emphasize how single-index summaries obscure
much of the variation that gives segregation meaning. As Hwang’s (2014) chapter
demonstrates, and in a reversal of our initial question, two cities can be very similar
in many respects, and yet have entirely different outcomes in terms of segregation.

Recent innovations in the field of segregation studies have advanced our under-
standing of spatial inequality in a small set of cities and countries. However, there
is a long way to go for large scale comparative work to catch up to these refine-
ments. Existing comparative studies tend to be regionally defined (e,g, Musterd et al.
2017; Tammaru et al. 2020 for Europe) or a wide-ranging selection of individual
case studies that emphasize the distinct features of each (Maloutas and Fujita 2012).
Some comparative approaches have focused on specific aspects, such as race (Fong
1996) or the role of different types of welfare states (Arbaci 2007). What is missing,
including from this review, is the systematic integration of knowledge that does not
derive from the hegemonic Anglo-Saxon framework of understanding. As access
to data expands to include countries from outside the Global North, more needs
to be done to interrogate the assumptions that decades of dominance by American
scholarship embedded in the methods and in the analytical lenses that we use.

2.3 Method and Data

What we generally understand as cities are more accurately described as urban
regions. Regions are the sum of urban areas that make up a relatively unified labor
and housing market (Storper et al. 2015). They are the appropriate scale of study
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for segregation because urban regions often represent regional housing markets. For
example, when someone gets a new job in the Sydney central business district, they
are not constrained to living in the city proper. They may elect or, in fact, only be
able to afford to live in a distant suburb. Residential segregation is the sum of this
process of sorting across administrative boundaries and should, therefore, be studied
at the scale that matches the process.

The first step in comparing cities, then, is to establish their boundaries. However,
even this step proves challenging. The norm is to use commuting patterns to estimate
the extent of the regional market (OECD 2012). Basically, a functional urban area is
the sum of all urban clusters where a substantial share (15%) of residents commute
to the largest cities in the region. The lack of such data in many countries has led
researchers to look for alternatives to achieve the consistency that is essential to
robust results (Bosker et al. 2018).

For this study, we use the OECD harmonized database of Functional Urban Areas
(FUA). The OECD database covers Australia, Canada, Denmark, France, Ireland,
Mexico, the Netherlands, the United Kingdom, and the United States. For South
Africa, New Zealand, and Brazil, which are not in the database, we use an alternative
definition (based on administrative definition) closest to the scale of the region. We
limit the sample to FUA and regions with a population over 500,000 people to ensure
each city in the sample has sufficient data coverage in every country.” This gives us
a sample of 194 urban regions in a total of 14 countries. In five countries, however,
the data include only one city either due to data availability (Japan) or because the
country has only one large FUA (Denmark, Hong Kong, Ireland, New Zealand).

For each of these countries, a further obstacle is the differences in data type,
spatial scale, and data collection methodology. Some differences are easily, although
not perfectly, remedied. For example, France collects income data as decile threshold
values. Each tract is assigned Euro denominated values that correspond to each 10%
of the population of the tract. For example, if the 10% of the population with the
lowest incomes have income below €8500, that is the value reported in the data.
The problem is that the values are not comparable across tract because the income
is not relative to a fixed point. In contrast, all other countries define a set of income
categories based on fixed ranges and report the number of households that fall within
that range. In Canada, for example, the first of 15 income categories ranges from
$0 to $5000. We address these differences through a mathematical transformation
that uses the information about decile values to estimate how many households fall
within income categories we defined.

More troublesome are the differences in the spatial scale of small spatial areas,
and their coverage. Ideally, we would have data reported at a consistent scale, with
full geographic coverage of the region, and based on the full census of the popula-
tion. Much of our work has been devoted to identifying the differences in data and
correcting them where possible. Throughout, we refer to the baseline geographic unit
as the tract. This is the neighborhood-scale unit the United States Census Bureau uses

2Some countries, such as France and Canada have restrictions on the minimum population within
a unit for it to be included in the publicly available database.
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and has an equivalent in most countries in our sample. We summarize the data format
in Table 2.1.

Some countries have rules about the minimum number of households that must
be in a tract before the data can be released (due to privacy concerns). This often
makes the coverage sparser outside the urban core of a region. In these cases (France,
Canada, and the Netherlands), we complement the tract data with the next smallest
administrative unit, which ends up being about the same size in terms of popula-
tion, though not geographically. Differences between countries are more difficult to
bypass. In some cases, a full range of spatial scales are available, and we can pick the
one most consistent with the average size of the tract in other countries. However,
we are sometimes stuck with a spatial unit that is either larger or smaller than the
tract. For example, the two smallest administrative units in Australia, SA1 and SA2,
straddle the tract size. SA1 is smaller, the equivalents of a few square blocks. SA2
works in some dense areas but is too large for the lower-density suburbs.

Differences in the spatial scale used to calculate segregation indexes will have
an impact on the calculated values. The difference in unit of analysis areas in our
sample is not so large that it would lead to the reinterpretation of the broad patterns
that we describe (Wong 2004; Manley et al. 2019). The countries for which the scale
of the geographic unit is of greatest concern are Brazil and South Africa. The two
countries have the highest levels of segregation and the small scale of their units may
bias the estimates upward. However, the results are consistent not only with other
methods that minimize the effect of scale (Comandon et al. 2018), the two countries
also have some of the highest levels of income inequality and, in the case of South
Africa, a history of violent segregation that substantiates the high observed levels.

Differences in the timing of the census add another concern. In cross-sectional
studies like this one, time is an issue only to the extent that levels of segregation have
likely changed in the intervening years (i.e., we do not integrate comparison between
years), thus undermining the comparison. Mexico, Japan, and the Netherlands are the
only country with data pre-dating 2010. Mexico, in particular, is problematic because
the country and cities have changed more rapidly than most other countries in our
sample. Results from countries where longitudinal data are available (e.g., United
States) confirm that even in countries with more stable urbanization rates, large
changes occur (Comandon et al. 2018). Cases like Mexico illustrate the limitation
of relying on census data which tends to evolve substantially over 10-year periods.
However, changes, on average, tend to not change overall interpretation, especially
for national trends (Monkkonen et al. 2018).

As part of the data summary, we include the income definition and the method
of data collection. Differences in income definition are relatively benign. The main
differences relate to whether total income is reported or after-tax income, and to
the composition of income. Generous income redistribution programs and higher
tax rates will alter the income distribution from pre-tax to after-tax. However, redis-
tributive programs should not shift the income distribution so much that the relative
position of households changes drastically (i.e., a household in the bottom quintile
of the pre-tax distribution is unlikely to end up in the middle quintile of post-tax
distribution). We therefore assume this difference is negligible for our purposes. As
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a verification, we use the Canadian data to calculate segregation indexes for both
total and after-tax income and find a near-perfect correlation.

Of greater consequence are the differences in cost of living of each region. The
comparison of households in the bottom income category in Buffalo, New York
with those of San Francisco, California is distorted by large differences in the cost of
living between these two cities. The median home, for example, costs 6 times as much
in San Francisco than in the Buffalo region. While we cannot entirely account for
these differences, we adjust the index in every city to calculate segregation between
local income quintiles rather than set income categories that remain the same in all
locations.

Income quintiles allow us to divide the population into meaningful categories. We
use three quintiles for comparison. The bottom quintile includes households who are
in the first 20% of the income distribution, meaning that 80% of the population has
higher household incomes than they do. These are people that are severely constrained
in terms of where they can live within the urban region and have incomes much below
the regional median. The middle quintile are households between 40 and 60%. This
category includes the median and represents the middle-class. Finally, the top quintile
are those with income higher than 80% of the population and have the greatest choice
in where to live.

We use a relatively crude method to pick the quintile thresholds. We estimate the
income distribution for the entire region and pick the income categories closest to the
quintile threshold.? For example, the first/bottom quintile of the income distribution
of New York is $23,200. It falls within the income category bounded by $20,000 and
$25,000; therefore, we use all households with income below $25,000 in every tract
as the bottom quintile; if the quintile value were to fall closer to the lower bound,
we would use all households in and below the $20,000 category. The results are
an approximation of income quintile, but one that, on average, is close enough to
separate the population into relevant categories.

The last cause of concern is the method of data collection. Census offices tend to
collect a comprehensive set of data on the full population and then collect a more
extensive survey on a subset of the population. Income data usually comes from
the more extensive survey (exceptions include Australia, which has comprehensive
coverage). Overall, the countries we include tend to have higher sampling rates,
making the United States the case of greatest concern. The use of samples to collect
this information means that all reported numbers are estimates that come with margins
of errors. In small tracts and in places with small total population, these margins of
errors can be large enough to completely undermine the reliability of segregation
indexes like the Dissimilarity Index (DI) (Napierala and Denton 2017). Issues with the
sampling strategy and sample size can be corrected to some extent, using simulation
techniques, for example, but the type of data we use reduces such concerns.

3We use the binequality package in R to estimate the best parametric function to fit to the distribution
before estimating the quintile cut-off values and choosing the bin closest to the cut-off (von Hippel
et al. 2016).
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The concerns about margins of error tend to stem from the underrepresentation
of a group of interest. However, since we are interested in income classes, we can
expect a relatively even distribution throughout the region. Furthermore, our strategy
aggregates income groups to obtain quintiles, which further reduces the incidence
of tracts with little to no representation. As an additional attempt to put to rest some
of these concerns, we use a method Reardon et al (2018) developed to correct for
the bias in ordinal segregation indexes that comes from the sampling method. This
is not the same index, but the magnitude of the correction should parallel what we
would find for the DI. The correction for income data in the United States is up to
10% of the estimated value, but much smaller in Canada, which has a sampling rate
of 25% (in contrast to around 8% in the United States, see Table 2.1 for an overview
of sampling rates).

Like the rest of the book, we used the Dissimilarity Index (DI) as our measure of
segregation. We used the dissim function in the “seg” package in R to calculate the
index for every city in the sample (Hong et al. 2019). We ran the operation for the
bottom and middle quintile, and the bottom and top quintiles. The dissimilarity index
has many shortcomings (e.g., Napierala and Denton 2017; Reardon et al. 2006), but
remains useful as an intuitive indicator of a city’s spatial structure. In interpreting
the index, however, it is important to keep in mind that there is no such thing as no
segregation, nor is the absence of segregation desirable (Ellickson 2006). There is a
level of segregation that would always be present purely by virtue of the distribution
of the housing stock and the impossibility of restricting people’s residential choice
(Sander and Kucheva 2016). Massey and Denton (1993) have therefore proposed
a generally agreed upon rule of thumb for what constitutes low (0.2-0.3), medium
(0.3-0.5), and high levels (>0.5) of segregation. In our interpretation, however, we
rely more on relative levels than on the values themselves.

2.4 Results

The sets of DI values show that residential segregation between the top and bottom
income groups is much higher than between the bottom and the middle-income
group (henceforth, we compare other income groups with the bottom category as the
reference point, i.e., we refer only to top DI and middle DI to indicate how segregated
they are from the bottom group). The average middle DI is 0.26 compared to 0.48 for
the top. Figure 2.2 shows these differences in magnitude across and within countries.
Variation in top DI (excluding single city countries) across countries is also larger
than it is within any country. The difference between the highest and lowest national
median top DI is 0.42 which is much more than the countries with the largest range
of about 0.25. In contrast, variation between country medians for middle DI is 0.09
and the widest national range in Brazil at about 0.25, six countries with ranges above
0.09.

Individual cities highlight these differences. The lowest top DI is Tokyo at 0.2
compared to the high of 0.73 in Tshwane. The same comparison for middle DI
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Fig. 2.2 Box plots showing the variation in segregation levels between bottom and top income
quintile (left panel) and bottom and middle-income quintile (right panel). The light gray points
indicate the median DI for the other comparison group (i.e., in the left panel, they show the median
value of the country in the right panel)

between Copenhagen (0.1) and Santos (0.4) shows that overall smaller range of
variation. It should also be noted that the principal cities of many countries are
absent from the extremes. Large economic centers tend to concentrate extremes of
wealth and poverty (e.g., Paris) but, in most cases, the largest economic centers (e.g.,
Toronto, New York, Johannesburg, and London) are closer to the national median.

In comparing top and middle DI, we note that the relationship is unstable. Mexico
is the only country where the median top DI falls within the range of middle DI.
In other words, it is the only country without a significant shift between middle
and top DI. South Africa, by contrast, has the highest median top DI and one of
the lowest middle DI. The extremely skewed income distribution in South Africa
paired with a history of institutionalized racial segregation has created cities of large
wealthy enclaves surrounded by areas of relatively mixed middle and lower incomes
(Murray 2011).

The lack of correlation between national top and middle segregation levels is
replaced with greater stability in relative position of individual cities. The correlation
between cities’ top DI and middle DI segregation is 0.63. Figure 2.3 illustrates the
relationship between middle and top DI. The figure plots the rank of cities according
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Fig. 2.3 Plot of top and middle DI rank for every city. The cities are ranked from lowest DI (i.e.,
rank 1) value to highest (rank 196). Points on or near the 45-degree line are cities that have the same
rank for both types of segregation. Cities above the line have a higher top DI rank than middle DI
rank, cities below the line are the reverse. Each symbol represents a type of relationship between
individual city DI and national median, either staying higher/lower than the national median or
moving up or down relative to the other cities in the country

to their top and middle DI, giving an overview of the stability of their relative position.
The 45-degree line represents no difference in rank. Many cities are close to this line,
indicating that cities with lower middle DI tend to also have lower top DI. In addition,
most (three quarter) cities remain either below or above the median national level,
as shown by the white symbols.

There is, however, substantial movement in a subset of cities. In Brazil, Flori-
anopolis is one of the least segregated cities between the lower and middle quintiles,
but one of the most segregated cities when comparing the top and bottom groups
(from rank 182 to 37). Norte/Nordeste Catarinense displays the opposite relationship,
its rank shifts down from third highest middle DI to 54 for top DI. Similar trends
are present in the United States and in the entire sample, which is split nearly in half
between cities moving up and down the ranks.

As noted in the case of South Africa, the level of inequality has the potential to
significantly affect segregation. Figure 2.4 shows the estimated city-level GINI as
well as the national level (the two are strongly correlated).* The bivariate regression

4The estimation of the income distribution of every city allows us to also estimate the GINI coef-
ficient. We take advantage of the built-in function to extract this measure at the same time. We
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Fig. 2.4 Plot of top DI and GINI coefficient for all cities with income data (excludes UK, Ireland,

and the Netherlands). The symbols are the national GINI coefficient rounded to the closest multiple
of 5

line shows a positive relationship between the two. However, the cluster of high-
inequality cities (Brazil and South Africa) seem to drive the overall trend. For cities
and countries with GINI coefficients below 5, the relationship is more ambiguous.
Hong Kong and Tijuana have similar levels of income inequality but the top DI in
Hong Kong is nearly three times as high as that of Tijuana. There is also significant
national clustering. The dots above Tijuana are Mexican cities that display a similar
relationship of high-inequality and low segregation. This may be aresult of the unique
dynamics of movement between central city and periphery in the Mexican context
(Monkkonen et al. 2018).

Finally, the data also shed light on how we understand cities in comparative
perspective. This data will gain greater meaning once paired with more detailed
contextual analysis. The high levels of segregation in Brazil may not come as a
surprise, but the method points to factors other than income inequality. How we
defined cities matters. In the Brazilian context, and in South Africa to a lesser extent,
the region encompasses and concentrate the extremes of the country. Some of the
regions, such as Manaus, Brazil, include great hinterland areas that have often been
marginalized in the process of rapid urbanization (Kanai 2014). This combines with
the landscape of urban inequality in the urban core to create a layering with no direct
parallel in the well-established cities of Europe and North America.

retrieved the national GINI coefficients from https://data.worldbank.org/indicator/. We round the
values to create fewer categories than there are countries and avoid overwhelming the plot with
symbol levels.
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2.5 Discussion and Conclusion

Now that we examined the data, we can come back to the questions we opened
with. Despite the lack of contextual data about individual cities and countries, there
is much we can infer from the observed patterns. We learn that income inequality,
certainly high-inequality, correlates with residential segregation between income
groups but leaves much variation unexplained. Many cities with similar levels of
income inequality, even within the same country, have segregation levels at the
opposite ends of the spectrum. While differences in segregation are not as large
within countries as they are between countries, our data suggest that both need to
be studied in conjunction. Therefore, it is not just a matter of understanding the
difference between Melbourne and Boston as cities within countries with different
political economy, it also matters that segregation levels in all Australian cities are
similar while in the United States they vary from Australian to Brazilian levels. This
relationship between inequality and segregation raises important substantive and
methodological questions for between-country and within-country comparisons.

The case of Mexico, for example, stands out on its own because of the prevalent
low levels of segregation by income but raises additional questions in comparison
to other middle-income, high-inequality countries such as South Africa and Brazil.
South Africa shares more with Mexico when limiting the comparison to middle-
income segregation when both countries have lower levels of segregation. It may be
that Mexico’s data limitation fails to capture the translation of high inequality into
spatial patterns of separation or that Mexican cities developed in such a way that the
isolation of wealthy households that defines South African cities has not taken hold
to the same extent.

Elucidating these questions has implications for policies aiming to reduce segrega-
tion. There is too little evidence to speculate as to the importance of national welfare
systems on explaining the differences in within-country variation. Some countries,
like France, have a more centralized system of urban governance and comprehen-
sive redistributive systems, yet, the range of income segregation levels resembles
more closely that of the Unites States than the Netherlands. This can be interpreted
as evidence that differences between cities are more important than national-level
differences. The lower average level of segregation in higher income equality coun-
tries may point in the other direction. Here too, however, important deviations prevent
straightforward inference.

A key aspect of explaining deviations from general relationships is history. Single
country studies have revealed important processes that persistently shaped segrega-
tion. In the United States, for example, scholars have showed how the migration of
black people out of the South led to the creation of modern residential racial segre-
gation. Where the social hierarchy was institutionalized in the South under slavery
and Jim Crow laws, the rest of the country lacked such rules to establish white domi-
nance and relied instead on the systematic spatial separation of black migrants (Logan
2017). To this day, southern cities have lower levels of segregation than the rest of
the country. Nightingale (2012) showed that a similar process operated in South



42 A. Comandon and P. Veneri

Africa where residential segregation was unnecessary until a large black labor force
developed in urban centers. The data we presented can serve to conceptualize histor-
ical processes more broadly to include the implications of different starting point of
urbanization, colonial relations, and changing economic relations (e.g., centered on
labor and property).

One promising area of study is the integration of economic geography into the
study of segregation. As cities take on different roles in relation to their international
peers and national competitors, the pressures on urban structures will be different. A
large-scale data analysis would allow for the modeling of urban system to consider
sub-national labor market trends and the accompanying migration patterns. It would
also open the possibility of studying the role of different historical trajectories of
cities. The period in which urbanization takes place, and the set of events that shapes
the life of a city matter, but studying such phenomena as cases studies can lead to
self-fulfilling analysis if one chooses cases based on the outcome one wishes to study
(Abu-Lughod 2007). The trends in urban research and segregation studies point to
fruitful complementarities between case studies and large-scale data analyses.

Many questions we have suggested point to the importance of data spanning
several time periods for future research. The only country for which we have access
to reliable data over time for the entire country is the United States. Even in that case,
issues of comparison over time are non-negligible (Reardon et al. 2018). Countries
are improving their data collection methods with every census and we hope that as
time passes, the scope of comparison will only increase.
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Abstract Greater Cairo is a primate, monocentric metropolis with significant
socio-economic disparities among its population and neighborhoods. This chapter
examines the relationship between income inequality, the welfare regime, central-
ized governance, settlement type, housing policies, occupational status, and socio-
economic segregation. Using data from the 1986, 1996, and 2006 censuses, we
report the dissimilarity index to demonstrate the distribution of residents in the
Greater Cairo Region by occupational status, we show patterns of socio-economic
segregation based on the distribution of the population by categories of occupations
across census tracts and employ the location quotient to compare the concentra-
tion of the top/bottom groups in each census tract relative to the city average. The
results show that growing economic inequality does not necessarily result in greater
socio-economic segregation. The results also suggest that social class contributes
to residential clustering. While the poorer strata of the Greater Cairo Region were
pushed to the periphery and the older urban core, affluent inhabitants were more
likely to settle voluntarily in segregated enclaves to isolate themselves from the
general population.
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3.1 Introduction

Urbanization and social inequality have been on the rise in Egypt since the mid-1970s
when President Anwar Sadat (1970-1981) initiated a series of reforms beginning
with the 1974 infitah (open-door) policy to reduce state welfare spending and expand
the private sector through state support and foreign direct investment (Ben Nefissa
2011: 180). In 1991, under President Hosni Mubarak (1981-2011), Egypt adopted
the Economic Reform and Structural Adjustment Program with the support of the
World Bank, European Union, and African Development Bank (ADB 2000). These
neoliberal policies contributed to the urbanization of the Greater Cairo Region (GCR)
and increased social inequality in several ways. Reduced state welfare funding and
agricultural mechanization encouraged economic migrants to seek work in the GCR.
Some Egyptians emigrated to neighboring Gulf countries to work in the booming
oil sector. They sent remittances to their families who, in turn, invested in land and
construction to satisfy an increased housing demand (Sims 2010; El Kadi 2009). At
the same time, the state withdrew from social housing construction and engaged in
land speculation of its own, leaving a largely unregulated private market to provide
housing for the growing population of the GCR. Housing demand pushed speculators
to build on the urban periphery, turning large tracts of productive (and scarce) agri-
cultural land into densely built, informal housing settlements, which are now home
to poor and middle-income Cairenes alike (UNCHS 1993; Sims 2010). International
real estate investment concentrated in the GCR’s central business district and along
the Nile’s “Gold Coast”, as well as in a series of new satellite cities that catered to
mobile, urban elites.

In 1979, the government adopted a deliberate urban decentralization strategy to
relieve some of the congestion and pollution brought about by the urbanization of
GCR (Tadamun 2018). By 2008, the development of new urban communities, such as
the 6th of October City and Sheikh Zayed City, set apart from the urban fabric on the
desert plains, had transformed the GCR from a compact, monocentric metropolitan
region into a discontinuous, polycentric, dispersed urban structure (Taubenbock et al.
2009). This rapid expansion has provided opportunities for higher income Egyptians
to leave central Cairo. At the same time, poorer communities have concentrated in
undesirable, underserved, and often unsafe areas, also known as “poverty pockets,”
where chances of upward mobility and opportunities are limited (Tadamun 2018).
This chapter explores the factors that have influenced the socio-economic spatial divi-
sions in GCR. A city’s socio-spatial division is a function of many factors including
context, institutional power, welfare regimes (Arbaci 2007), ethnicity, commodifi-
cation of housing, and people’s residential preferences (Marcinczak et al. 2015).
Research from the United States and Western Europe has shown that economic
inequality can result in (socio)economic segregation, the uneven spatial distribution
of households based on income, occupation and/or educational attainment (Burgess
1925; Massey 1979b; Schteingart 2001). Singerman and Amar (2006) show that, in
addition to economic inequalities, social inequalities reinforce socio-spatial segre-
gation. Several authors including Gilbert (1992) have suggested that social class is
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replacing ethnicity as the basis for the social urban geography. While many studies
have looked at poverty in Egypt (e.g., World Bank 1990; Korayem 1994; El-Laithy
1996; Sabry 2010), poverty in relation to spatial justice and unemployment in the
GCR (Shawkat 2013; Nassar and Biltagy 2016; Tadamun 2018), and the patterns of
low-income housing in GCR (Harris and Wahba 2002), no rigorous research has been
conducted on the intersection of economic inequality and residential segregation of
socio-professional groups in the GCR.

This work focuses on post-socialist Greater Cairo (1986-2006) as a monocentric
city and uses occupation as an indicator of social status to study the distribution of
socio-economic groups across the region. Using Marcificzak’s et al. (2015) approach
with publicly available data, we answer the following questions: To what extent is
there residential segregation of occupational groups in the GCR? Can socio-economic
inequality explain residential segregation? To what extent can the welfare regime and
the characteristics of housing provision explain segregation trends in the GCR?

3.2 The Social Geography of GCR

With the exception of its recent history, the GCR had a compact, monocentric urban
structure that followed Burgess’s (1925) concentric zone model that theorizes how
economic and political forces influence the distribution of social groups within the
city. The model suggests that cities evolve in successive rings around the central
business district (CBD). The first ring, widely visible in the developing world, is
made up by deteriorating housing formerly occupied by higher income families
and is called the “zone of transition”, or what Stokes (1962) refers to as “slums
of despair.” This zone is followed by three successive rings of housing ranging
from high-density poor-quality working class housing, to lower density high-quality
housing for the elite. Change occurs in this model through the invasion-succession
process in which a group of people or type of land use arrives and comes to dominate
an area previously occupied by another group (Kendall 2013).

An important criticism of Burgess’s model is that many settlements on the
periphery of contemporary megacities are not higher class neighborhoods, but what
Stokes calls “slums of hope”! which are problematic, but not as dire as the inner-city
“slums of despair”. While the differentiation between slums in the urban core and
those in fringe areas looks outdated and prejudiced, authors like Harris and Wahba
(2002) confirm its usefulness and validity for the GCR.

Rural-urban migration has been a dominant force in shaping the socio-spatial
structure of the GCR. The limited availability of publicly subsidized housing and
the high cost of formal market-rate housing forces lower income residents to live in
either older, affordable neighborhoods often with substandard housing or in informal

In this instance, we apply Stokes’s use of the word “slum” to the informal settlements, or
ashwaiyaat, of Cairo although they are technically dissimilar. See footnote 2 below.
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Table 3.1 Summary statistics for the GCR, 1986-2006

A. A. Mohamed and D. Stanek

1986 1996 2006
Population 8,666,478 12,600,000 15,628,325
Residential buildings 1,108,250 1,387,388 1,751,742
Housing units” 3,432,070 4,923,790 7,107,363
Owned units (%) 353 49.1 52.7
Rented units (%) 44.6 44.5 41.4
Other (%) 16.0 6.0 6.0
Population of informal settlements (%) 49.0 432 43.1
Vacant residential buildings (%) 154 7.0%* 10.1%*
Share of managers and professionals (%) 21.1 25.8 25.0
Gini index NA 33.7 37.8

Source World Bank 2007, CAMPAS 1986, 1996 and 2006

* Housing units converted into workplaces are not included.

** As defined in the 1996 and 2006 censuses, “vacant” did not include vacant apartments within a
partially used block of apartments and is therefore severely undercounted.

settlements® built on illegally occupied land (Harris and Wahba 2002). Informal
housing is the only option for rural migrants of limited means, and low-income fami-
lies who have little, if any, education and support themselves through the informal
economy (Sabry 2010). The influx of migrants resulted in a fragmented pattern
of planned settlements, where government regulations and planning prevail, and
informal settlements, where land markets are unregulated (Sobreira 2003).

3.3 GCR as a Case in Point

Greater Cairo is Egypt’s primate city and it continues to grow rapidly (Jefferson
1989). With a population of over 20 million people as of 2016 (CAPMAS 2016), the
GCR accounts for 22% of Egypt’s 95.8 million people, 50% of Egypt’s commercial
activities, more than 40% of the country’s public investments, 43% of public-sector
jobs and 40% of private-sector jobs (UH-HABITAT 1993; Ben Nefissa 2011; Sims
2010). The population of the GCR increased by almost 7 million people between 1986
and 2006 (see Table 3.1). Population densities of inner-city districts declined while
densities in peripheral districts increased, often in the form of unplanned urbanization
(El-Kadi 1987 in Fahmi and Sutton 2008). By 2006, 53% of residents owned their
homes and only 5.1% of the households lived in publicly built or financed dwellings
(Sims et al. 2008 in Sims 2010).

2Informal settlements or ashwaiyaat, which translates to ‘haphazard’, generally refer to unplanned
and unregulated communities. These also include typical slum areas of deep poverty, dilapidated
housing, and limited service availability.
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Informal settlements are a dominant typology in GCR’s housing landscape. Home
to low- and middle-income Cairenes alike, official estimates show that 43% of
housing in the GCR is in informal settlements (CAPMAS 2006), but this is likely
an underestimation (Sabry 2010). The slums of Cairo, the dilapidated, make-shift,
poorly serviced, and unsafe neighborhoods, house Cairo’s poorest residents and are
scatted throughout the city. El-Laithy (2001) estimates that the incidence of poverty
in the GCR was about 8.4% in 2000, a 2004 World Bank study estimates poverty
rates at 4.6%, but as with the extent of informal settlements, poverty rates are likely
to be underestimated (Sabry 2010).

Vacancies are another dominant feature of the GCR’s housing market. In 1986,
there was a 15% residential vacancy rate in the GCR in part due to the refusal of
owners to rent their apartments under rent-control laws (Raymond 2001). By 2006,
official figures show that 10.1% of the housing units in the GCR were vacant flats
(CAMPAS), but this number is more due to a change in the definition of “vacant” than
improvements in the vacancy rate (see note to Table 3.1). Unofficial estimates put the
figure at more than 30% (Moussa 2007) as landlords, especially in the higher income
neighborhoods of the GCR, were unable to find renters who can afford “normal”
market rents (Fahmi and Sutton 2008).

Importantly, explaining the spatial distribution of residents has been approached
in various ways by different scholars. While some studies focus on individual pref-
erences (e.g., Lewis et al. 2011), others concentrate on one or more dominant
factors such as polarization of the social structure, institutional power, and economic
inequality (Marcinczak et al. 2015). In this study, we examine how income inequality,
welfare regime politics, the centralized system of urban governance, settlement type,
and housing policies contribute to the GCR’s socio-spatial division.

3.4 Factors Influencing Residential Segregation in GCR

As stated above, to explain geographies of socio-economic residential segregation in
Greater Cairo, this study employs a multifactor approach and takes conventional indi-
cators that have been frequently used in previous studies, such as income inequality
and socio-economic/occupational status (Darden et al. 2010; Marcinczak et al. 2015;
Massey 1979a), welfare regime politics (Arbaci 2007), centralized urban governance
(Brown and Chung 2008; van Kempen and Murie 2009), settlement type (Parham
2012), and housing policies (Reardon and Bischoff 2011).

3.4.1 Income Inequality

According to World Bank studies, the Gini coefficient of income for Egypt was 30.1 in
1995 and rose to 31.8 by 2015. According to the 1997/98 UNDP report on Egypt, the
Gini index for Cairo governorate in 1995 was 33.7 (Abu-Lughod 2004) and jumped to
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40.0 by 2016 making the metropolis the most unequal area in the country (CAPMAS
2016). As compared with other cities in developing countries such as Johannesburg,
South Africa (Gini index of 72.4), Cairo’s Gini index is modest. However, one might
argue that Egyptians base their perceptions of inequality on the gap between their
expectations for the government and the government’s performance rather than on
the gap between their own income and the income of others.

3.4.2 Welfare Regime Politics

It is argued that the type of welfare regime influences social segregation (Murie
and Musterd 1996 in Mustered and Ostendorf 1998). Differences in welfare state
arrangements mediate global economic pressures, thus contributing to significant
local differences (Musterd and Ostendorf 1998). Using Fenger’s (2007) classification
of welfare states, Egypt falls into the post-socialist developing welfare type (Fenger
2007) with the highest expected levels of segregation (Arbaci 2007). According to
the World Bank estimates, Egypt has a high mortality rate, low life expectancy, high
inequality, high inflation, and low state social spending on health and education.
For example, the infant mortality rate was 19.4 per 1,000 births in 2016, while life
expectancy was 71.5 years. The unemployment rate and inflation rate were 21.4%
and 13.8%, respectively.

3.4.3 Centralized Urban Governance

Urban governance in Egypt is highly centralized (Ben Nefissa 2011; Tadamun 2018).
Officials appointed by the President at the governorate level allocate public money
and set priorities for urban planning, services, and development. The governance
structure allows for significant corruption which encourages skilled persons to engage
in socially unproductive activities (i.e., extracting bribes) and reduces economic
output (Tanzi and Davoodi 1997, as cited in Ghalwash 2014). In other words, central-
ized governance implies that personal connections matter and service delivery and
the quality of neighborhoods are tied to those connections, thus reinforcing existing
spatial inequalities. It also leaves lower income households with little opportunity to
engage in the decision-making process about their communities, reinforcing spatial
inequalities among neighborhoods.

Further complicating the governance of the GCR is that it includes five
autonomous provincial governorates: Cairo, Giza, and Qalyubia, 6th October and
Helwan, for which there are no GCR level coordinating government bodies, hindering
the development of coordinated plans and policies for the urban agglomeration as
a whole (Ben Nefissa 2011), and this lack of coordination prevents the government
from addressing the spatial inequality of the GCR region in a meaningful way. This
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poorly coordinated metropolitan planning leads to differences in opportunity struc-
tures (e.g., differences in housing segments in different parts of the GCR), thus
contributing to socio-spatial segregation (van Kempen and Murie 2009).

3.4.4 Settlement Types: Formal and Informal

Perhaps the most influential factor of socio-economic segregation in GCR is settle-
ment type, where higher income groups are over-represented in planned areas and
middle- and lower income groups are over-represented in informal unplanned areas.
Cairo’s first planned area, the nineteenth-century CBD, is situated between the old
city, located about 2.5 km east of Nile, and the so-called “Gold Coast”, a narrow
strip of the most valuable real estate in the CBD that extends from Qasr EI-Nil to
the south and Zamalek Island to the north. From the CBD, formal Greater Cairo
expanded along both sides of the Nile as well as along railroads that extended from
the Ramses Railroad Station in downtown north through Shubra El-Kheima, south to
Helwan, and east to Suez (UNCHS 1993). In the early 1900s, several affluent, planned
suburbs were established including Zamalek Island west of downtown, Heliopolis,
10 km east of downtown, and Maadi, 12 km to the south. Over the early twentieth
century, the urban fabric of GCR filled in the gaps between downtown and these
suburban enclaves. The south-eastward development of the city was hindered by the
great cemetery of Cairo and the Mugqattam Hills (see Fig. 3.1).

Fig. 3.1 Urban evolution of Greater Cairo from before 1900 to 2000
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Beginning in the 1960s, the GCR experienced heavy urbanization as a result
of migration from rural areas driven by job opportunities. Newcomers were mostly
young single men with modest needs, which encouraged them to share rented units or
rooms in the older neighborhoods with a deteriorating housing stock, aka, the “slums
of despair.” After accruing considerable savings, some migrants bought land and built
informal settlements well beyond the formal areas on the peripheral farmlands to the
north and west of the city where land was cheap (Fahmi and Sutton 2008; Kipper
and Fischer 2009). Increased migration and urbanization during the 1980s and 1990s
stimulated further demand for housing—a demand which planned areas could not
accommodate—and informal settlement expansion pushed land prices on the urban
periphery incrementally higher (Kipper and Fischer 2009). Meanwhile, the govern-
ment exacerbated the housing crisis by encouraging both speculative land acquisition
and investing in large-scale, for-profit luxury housing (Salma and Shawkat 2017;
Tadamun 2018).

3.4.5 Housing Policies

National housing policy has had a significant influence on socio-economic segrega-
tion in the GCR. The vestiges of the socialist era policies reinforce historic disparities
in the urban fabric while present day policies create new ones. As can be seen in
Fig. 3.2, during the 1940s, the Egyptian government adopted rent-control legislation
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Fig.3.2 National Housing Policies and Their Influence on Spatial Segregation, 1941-2011 ( Source
authors based on The World Bank (2007); Fahmi and Sutton (2008))
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to reduce rents for lower income families. Freezing rent prices discouraged private
investors to supply formal housing for rent. Furthermore, insufficient rent revenues
discouraged private owners to maintain existing housing units and this, in turn, led
to a deterioration of the housing stock. With the industrialization policy under the
state-sponsored socialism of the Nasser era, specifically in the 1950s, the govern-
ment reduced rents gave renters the right to complain about maintenance and partially
provided subsidized housing to the poor. During the 1960s, the state vastly reduced
the construction of public housing and infrastructure gave tenants the right to inherit
rental units, and directed most of the national income to military purposes. This
policy widened the gap between supply and demand, further encouraged informal
development, and contributed to the deterioration of rental stock (World Bank 2007;
Fahmi and Sutton 2008).

In 1979, the government adopted a strategy to relieve central Cairo of congestion
and pollution by supporting the construction of car-dependent, planned “new urban
communities” in the desert, a policy that continues today (Hegazy and Moustafa
2013). In these formal areas, the government prohibited microeconomic activities
such as retail shops, workshops, and street kiosks which generate employment and
investment opportunities for lower income residents (Sims 2014). Low- and middle-
class families could neither afford the cost of housing nor the cost of commuting such
long distances, thereby ensuring that the satellite cities would be elite spaces within
the expanding region (Sims 2014; Salma and Shawka 2017; Tadamun 2018). The
government has tried to support subsidized social housing projects (Iskan Igtema’ey )
in the new urban communities for low- and middle-income households, but because of
bureaucratic opacity (Sims 2014), and income requirements that exceed the average
incomes of even upper middle-class households (Salma and Shawkat 2017), this
program has contributed to further socio-economic segregation in the city (Tadamun
2018).

Given the high costs of subsidized housing and the exclusionary nature of the
new urban communities, low- and middle-income residents relied on the informal
private sector for housing and the only available land on which they could build
was the agricultural land that surrounds the city. Unfortunately, the informal private
sector was unable to satisfy the increasing housing demands of the population due to
rising construction costs, the incessant inflation of land prices (UN-HABITAT 1993),
and the large devaluation of the Egyptian pound over the period from 1989 to 1991
(Mohieldin and Kouchouk 2003). Ultimately, the informal private sector withdrew
from its key role as the main supplier of affordable housing for lower income groups
and focused on higher end housing (Salma and Shawkat 2017). As of 2016, GCR
had about 4.7 million vacant housing units, which is roughly equivalent to the total
number of housing units in 1996 (CAPMAS 1996, 2016).
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3.5 Landscape of Residential Segregation in GCR,
1986-2006

This study relies on publicly available data from the General Office of Physical
Planning (GOPP) and the Central Agency for Public Mobilization and Statistics
(CAPMADS). As information aggregated to the tract level, we use census tracts to
define the shiyakha, or neighborhoods. Tract boundaries for the selected study periods
are nearly unchanged and do not require data harmonization for pre-2006 census
tracts.

The urban agglomeration of the GCR is comprised of the whole governorate of
Cairo and, except for some scattered towns, urban Giza, and urban Qalyubia (Harris
and Wahba 2002). In 1986 there were 486 tracts, with an average population of about
5,500 each. In 1996, the number of tracts increased to 509 with an average population
of about 7,000, and in 2006, there were 553 tracts with a mean population of 8,250.
In order to control for differences in tract sizes and populations, we standardize the
data by transforming counts into rates/ratios. Z-scores are also used for normalizing
scores on the same scale.

We use occupational data from the 1986, 1996, and 2006 censuses to study socio-
economic segregation in the GCR. The 1996 and 2006 data include the nine occupa-
tional categories as defined by the International Standard Classification of Occupa-
tions (ISCO) and the 1986 census includes seven, where the lowest three elementary
occupations are merged into one category. To mirror socio-economic disparities at a
micro-scale, we adopt the aggregation method of Marcinczak et al. (2015) in which
the original ISCO classifications are grouped into three socio-spatial categories: top,
middle, and bottom. Managers (1) and professionals (2) comprise the top socio-
economic category. Associate professionals (3), clerks (4), and service and sales
workers (5) form the middle socio-economic category. Skilled agricultural, forestry,
and fishery workers (6); craft and related trades workers (7); plant and machine
operators and assemblers (8), and elementary occupations (9) fall into the bottom
socio-economic group (see also Azhdari et al. 2018). Following Marcinczak’s (2015)
method, we then find the percentage of employed residents in each tract that fall into
the high, middle and low group to classify the census tracts of GCR into six cate-
gories: high, middle-to-high, mixed, low-to-middle, low, and polarized (see Table
3.2).

While occupational status is a major indicator of income, prestige, educational
attainment, and health-related behaviors, it is an insufficient and sometimes unreli-
able indicator of socio-economic status (SES) on its own. A disadvantage is that job
status as well as skill and education requirements for certain types of employment
change over time. For example, a teacher may have had a higher social status in 1986
than in 2006. Moreover, income and lifestyle, as indicators of occupational status, are
context-sensitive and subject to cultural preferences (Berkman and Macintyre 1997,
Marciniczak et al. 2015). Finally, SES indicators often exclude individuals engaged
exclusively in the informal economy as their activity is not captured in government
data sets (Krieger et al. 1997). This is particularly problematic in the GCR where
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Table 3.2 Tracts types according to shares of socio-spatial groups

Tract Occupational Status Category Top (%) Middle (%) Bottom (%)
High >50 <30 <30
Middle-to-high 25-49 25-49 <25
Middle <30 >50 <30

Mixed 25-49 25-49 25-49
Low-to-middle <25 25-49 2549

Low <30 <30 >50
Polarized >30 <25 >30

Source adapted from Marcificzak et al. (2015)

informality is widespread and undercounted (Sabry 2010). Taking this possible limi-
tation of the data into account, we use occupational composition statistics as they
are the most reliable available indicator of SES at the shiyakha level within publicly
available datasets.

We investigate patterns of socio-economic segregation at two stages. We use the
dissimilarity index (D) for all occupational groups to measure the overall evenness in
spatial distribution of each occupational group as compared to the rest of the popu-
lation. Because socio-economic segregation is commonly lower than ethnic segre-
gation, Marciiczak et al. (2015) consider values between 0.2 and 0.4 as moderate
and above 0.4 as high. In the second stage, location quotient (LQ) is employed to
compare relative concentrations of the top and bottom ISCO categories in a tract
against the metropolitan concentration.

3.6 Spatial Distribution of Occupational Groups

The composition of the workforce in the GCR has shifted modestly between 1986
and 2006. The bottom occupational category made up nearly half of the workforce in
1986 and fell to about 44% in 2006 while the top occupational group increased from
21 to 25% over the same time period. The middle occupational category remained
unchanged at 31%. Unskilled workers form the smallest share of jobs in the GCR,
whereas most of the economically active populations of the city are from the bottom
socio-economic group (CAPMAS 1986, 1996 and 2006). Also, 25% and up to 30% of
residents are in the top and middle occupation categories, respectively. Furthermore,
the three broad categories of workers are unevenly distributed in the three censuses.
Overall, occupational structure between 1986 and 2006 implies that the bottom of the
labor market (i.e., low-skilled jobs) is relatively shrinking while the top and middle
are growing (Fig. 3.3 left).
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Fig. 3.3 Distribution of occupational groups and change over time

Research on the occupational structures of mostly western cities has shown
tendencies of labor forces in advanced capitalist societies toward either social polar-
ization (Sassen 1991), where growth in both high-income and low-income occupa-
tions is accompanied by a decline in middle-income occupations or professionaliza-
tion, where significant growth in high-income and middle-income technical jobs and
professional jobs balance out a stagnation or decline of middle- and low-income,
semi- or unskilled jobs (Hamnett 1994, 1996). This data suggests that the GCR has
not experienced either social polarization or professionalization.

Looking at the individual occupational categories, the GCR has seen a signifi-
cant expansion of service and sales workers between 1986 and 2006, from 9.6 to
15.32%, due to the expansion of the tourism sector in Egypt (Richter and Steiner
2008). This was offset by the loss of skilled agricultural, forestry, and fishery jobs
(9.3 t0 3.3%) over the same period due to the expansion of informal settlements into
agricultural land. While the combined manager and professional categories grew
between 1986 and 2006 (21.1-25%), the supporting occupations—clerks and asso-
ciate professionals—declined from a combined 21.3-16.1%, contrary to what is
expected in the social polarization/professionalization literature (see Pratschke and
Morlicchio 2012). As expected with the liberalization of the economy, craftsmen
and trade workers have declined from 24 to 20.3% between 1996 and 2006, but
traditional industrial jobs and unskilled labor have increased (Fig. 3.3 right).
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Table 3.3 Indices of dissimilarity (multiplied by 100) between occupational groups in GCR
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MAN = managers; PRO = professionals; APR = associate professionals; CLE = clerks; SER =
sellers and service workers; SKI = skilled agricultural, forestry, and fishery workers; CRA = crafts
men; MAC = machine operators; UNS = unskilled workers

NOTE The last three lower ISCO categories in the census of 1986 are grouped in the CAPMAS
dataset

Table 3.4 Indices of dissimilarity (multiplied by 100) between top, middle and bottom groups in
GCR

1986 1996 2006
TOP - MID 26 27 24
TOP - BOT 43 42 43
MID - BOT 21 20 25

Tables 3.3 and 3.4 summarize dissimilarity indices for all original ISCO occu-
pational categories as well as between the Top, Middle, and Bottom groupings for
the years 1986, 1996, and 2006. Overall, the results of DIs indicate that the top
and bottom social categories are more spatially separated than the middle socio-
economic categories in GCR. Moreover, the DIs for managers and professionals
fluctuated slightly but in general remained steady, whereas the level of residential
separation of skilled workers rose sharply between 1996 and 2006. Furthermore,
those in middle and elementary occupations increased slightly in general.

3.7 Neighborhoods’ Leading Specializations

In this research, we employ LQ data at the scale of the shiyakhat to understand each
tract’s demographic distinctiveness. LQ for managers and professionals ranged from
0.03 to 3.75, and those for the bottom group varied from 0.07 to 2.21 (Fig. 3.4).
LQs for managers and professionals were found in relatively similar proportions in
1986 and 2006. The easternmost neighborhoods, as well as tracts on the western bank
of the Nile River, had the highest values accounting for over twice the metropolitan
share of top social class employment. These are the areas where the most educated and
highly skilled people are located. On the other hand, bottom occupational groups are
largely concentrated in fringe areas in Giza and Qalyubia. Specifically, they clustered
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Fig. 3.4 Location quotient maps for the Top and Bottom occupational groups in GCR

to the North, adjacent to the industrial area of Shubra El-Kheima, to the South, in the
industrial areas of Helwan and Tora, to the west, for example in Kerdasa and Markaz
Al-Giza, and to the east, in Mansheit Nasser over the Mugqattam hills. Interestingly,
such areas are less urbanized and largely informal.

3.8 Patterns of Socio-Economic Intermixing

The classification of tracts by shares of different socio-economic groups shows a
geography of neighborhood socio-economic intermixing in the GCR (see Fig. 3.5
and Table 3.5). The results of this analysis confirm that the spatial segregation of
the city is predominantly a result of formal/informal settlement patterns, policy, and
mobility. First, the number of exclusively high SES neighborhoods and low-SES
neighborhoods are increasing due to the expansion of the city into formal, newly
constructed settlements in the eastern desert (new high SES tracts) and into informal
settlements on the periphery of the urban fabric (new low-SES tracts). Second, the
percentage of the population in the low-to-middle category has declined significantly
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Fig. 3.5 Classification of neighborhoods by socio-economic composition in the GCR

Table 3.5 Percentages of 1986|2006 | 1986-2006 (change)
population in tracts by
socio-economic composition ~ High 2.44 6.77 4.33
Middle-to-high 11.14 11.77 0.64
Middle 0.23 0.0 —0.23
Mixed 15.03 16.74 1.71
Low-to-middle 38.81 29.98 —8.83
Low 32.31 33.05 0.73
Polarized 0.05 1.70 1.65

between 1986 and 2006. Third, the polarized neighborhood type in which higher
class professionals intermingle with lower class professionals has appeared in newly
constructed areas.

Overall, low and low-to-middle SES tracts are the most common tract types,
housing more than 60% of the GCR’s residents. In both 1986 and 2006, low-SES
tracts were located on the urban fringe where land and housing are cheaper and
informal settlement patterns dominate. These are the areas where predominantly
poor rural migrants and newcomers working at the urban core settle. Low-to-middle
tracts were incrementally closer to the CBD than low tracts. There are also some
smaller pockets of low-SES tracts surrounding downtown that were more prominent
in 1986 but lessened by 2006.

In 1986, high and middle-to-high SES tracts were clustered around the CBD on
both sides of the Nile and along the northeastern rail line, and by 2006, dominated the
sprawling, low-density tracts of the eastern desert, including the new urban commu-
nities of Al-Rehab, Al-Shrouq, and New Cairo. These areas correspond to the GCR’s
formal parts.

Absent in 1986, polarized SES tracts appeared in 2006. Studies from North
America and Europe show that such neighborhoods are a consequence of growing
income inequality and an outcome of gentrification (Galster and Booza 2007 in
Marcificzak et al. 2015). This is not the case in the GCR. The polarized tracts are in
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Fig. 3.6 Location of the top occupational group in GCR

areas where lower income households may find affordable housing before services to
the region are improved and higher income households with access to private trans-
portation can take advantage of the suburban characteristics of the area. These areas
are also sites of newly constructed, poorly serviced housing for residents displaced by
construction projects in the deteriorated, inner portions of the city (Tadamun 2018).

These results reinforce the above analysis that socio-economic segregation is
taking place in the GCR, where residents at opposite ends of the socio-economic
spectrum are occupying areas increasingly distant from one another. There are
higher concentrations of high and middle-to-high SES tracts downtown and along
the highways that stretch into the eastern desert. Low and low-to-middle tracts
dominate the informal periphery. Mixed and middle-to-high SES tracts are increas-
ingly concentrated around the urban core, suggesting some hints of early stages of
gentrification.

In order to further illuminate the spatial location of the top occupational group we
divide the total number of people in the top group in the whole GCR in five quintiles,
with a color scheme that goes from dark brown (for the first quintile) to light brown
(for the fifth quintile) (Fig. 3.6). The results show how many tracts we need to make
up the first 20% of the top group; and then to the next 20%, and so on. The fewer the
tracts we need to get to the top 20%, the more spatially concentrated the group is.

In this study, neighborhoods with higher numbers of the top group are almost
nonexistent over a period of several decades neither in older districts, slums of hope,
nor in the peri-urban areas; rather, the first 20% of the top group live in very few
neighborhoods nearby major urban centers and on the outer urban periphery, which
means that the group is very spatially concentrated.

For example, in 1986, the first 20% of the top group were concentrated in twelve
neighborhoods westwards and north-eastwards of central Cairo. In 2006, more clus-
ters of upscale districts have been highlighted in all directions, particularly eastward
in the desert land around the city, forming a donut shape with GCR’s lowest quintile
living in the older housing stock of the center, a pattern consistent with Burgess’s
monocentric model (1925). Today, these clusters have an ever-growing number of
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upscale venues such as expensive shopping malls and supermarkets that target only
individuals with higher purchasing power.

3.9 Conclusions

This chapter examined the role of income inequality in explaining socio-economic
residential segregation in the GCR. Using occupational data from 1986, 1996, and
2006 censuses, we measured metropolitan and neighborhood segregation indexes
based on shares of SES. To study the dominant occupations in specific neighborhoods,
we computed LQs to top and low social classes. Results from our study lead to
several conclusions that are discussed in the light of the three questions that guided
the analysis.

The first question asked: to what extent is there residential segregation of occu-
pational groups in the GCR? While the overall scale of segregation under neolib-
eralization is on the low side, the profile of socio-economic intermixing reveals
that the poorest groups were more segregated from the wealthy minority than from
the middle-income residents. Specifically, the Dissimilarity Index between top and
bottom groups was 0.43 in 2006. This level is much higher than those found in North
American and Western European cities (mostly range between 0.1 and 0.35) (see,
e.g., White 1987; Marcinczak et al. 2015).

In addition, the local patterns of socio-economic intermixing also demonstrate
that GCR is highly segregated. The dominance of large clusters of low and high SES
tracts reveals a sharp socio-spatial division. Likewise, LQ values show that specific
occupational groups are strongly represented in some tracts than others. Overall, it
may be true, as Sims (2010: 3) has argued, that ostentatious wealth coexists “side by
side with extreme poverty”.

The answer to the second question—“Can socio-economic inequality explain
residential segregation?”—is that while socio-economic inequality is a prerequisite
for socio-economic segregation, the link between the two variables is modest. In other
words, greater economic inequality does not necessarily result in clear-cut socio-
spatial divisions. Although this is in line with the results seen in Eastern European
cities, we acknowledge inherent limitations in our dataset in terms of selected study
periods and focusing exclusively on one single case.

Third, we asked: To what extent can the welfare regime and the characteristics
of housing provision determine segregation trends in the GCR? The answer is that
both the welfare regime and housing policies contribute in residential settlement
patterns. There is much evidence that the Egyptian government reduced expenditures
on education and social protection and on building public housing. Neoliberal policies
aimed to optimize government revenues but steered residential segregation as well.
The chronic lack of adequate and affordable housing in many parts of the city has
resulted in the concentration of low-income households in undesirable and sometimes
dangerous locations where land is cheap and jobs are scarce.
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In spite of their bad conditions, the inner city housing stock, as well as informal
settlements at the urban fringe, contains about 40% of GCR population (CAPMAS
2006). Low-income households were in favor of these areas because of two reasons:
the advantages of affordability and geographic location nearby jobs. Put differently,
searching for a decent affordable price for all residents resulted in some intriguing
trends in patterns of socio-economic segregation. However, we acknowledge the
contextual factor which makes GCR atypical of other cities in the global south.
Continued socio-economic polarization may threaten social cohesion, stability, and
security.

Finally, we acknowledge that occupational status may be insufficient and some-
times unreliable indicator of socio-economic status (SES) on its own. Additional
indicators such as educational level may well be added to explore the relationship
between social class and residential segregation further. We also hope to replicate
the analysis using the final 2016 census findings when CAPMAS releases them.
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Chapter 4 )
Social Inequality and Spatial Segregation | <o
in Cape Town

Ivan Turok, Justin Visagie, and Andreas Scheba

Abstract Cape Town is widely considered to be South Africa’s most segregated
city. The chapter outlines the history of social stratification and spatial segregation,
including the coercion of colonial and apartheid governments to divide the popula-
tion by race. Since 1994, the democratic government has lacked the same resolve and
capacity to reverse this legacy and integrate the city. The chapter also analyses the
changing socio-economic and residential patterns between 2001 and 2011 in more
detail. It shows that the extent of segregation diminished between 2001 and 2011,
contrary to expectations. It appears that affluent neighbourhoods became slightly
more mixed and people in high-status occupations spread into surrounding areas.
Some low-income neighbourhoods also became slightly more mixed by accommo-
dating middle class residents. Further research is required to verify and explain these
findings.

Keywords Socio-economic segregation + Labour market inequalities - Social
mobility + Apartheid city + Residential desegregation

4.1 Introduction

Cape Town is South Africa’s (SA) oldest and second largest city. The municipal
area covers an extensive territory of 2,461 km? with a population of 4.6 million in
2020. The population grew by 2.6% per annum between 2001 and 2011. This is
slower than Johannesburg, but faster than other cities in SA. The city’s population
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growth has been influenced by its economy. Between 2001 and 2011 jobs increased
more slowly than in Johannesburg, but faster than elsewhere, making Cape Town a
relatively attractive destination for migration (Turok and Borel-Saladin 2014). Cape
Town also has a different demographic make-up from the rest of the country, with
coloureds outnumbering black Africans.' The population is slightly better educated
on average than the rest of SA.

Cape Town’s social composition and fractured spatial form bear the strong imprint
of its colonial and apartheid history. For three centuries the city was managed to
favour a privileged minority at the expense of the indigenous majority, based on the
colour of their skin. Between 1948—1994, racial discrimination was taken to extreme
as the apartheid regime forced different ethnic groups to live in separate places,
with different institutions and infrastructure. This was supposed to prevent inter-
racial contact under the pretext of ‘separate development’. National laws governing
the economy, society and built environment systematically favoured white house-
holds and disadvantaged blacks. The result was that race became synonymous
with socio-economic status (or ‘class’). Whites became increasingly better-off than
Indians/Asians, followed by coloureds and then black Africans (Statistics SA 2019).

These odious policies were abolished in 1994, but many scars remain. Gaping
urban inequalities continue to impact people’s well-being and life chances. The
subjugation of blacks was so far-reaching that efforts to undo the damage have had
muted effects (World Bank 2018a). Economic growth and state-sponsored affirmative
action have done little to erase the social and spatial divides. Social class continues
to be intertwined with race, even if the relationship is less direct than it used to be.
Wide social and spatial gaps inhibit mutual understanding and trust, and undermine
policies to draw people together behind a common purpose, such as tackling the
coronavirus crisis. SA’s Gini coefficient is the world’s highest at 0.65, essentially
unchanged since 1994 (Statistics SA 2019).

This chapter analyses segregation between different socio-economic groups. It
differs from earlier studies focused on racial segregation (Christopher 2000; Parry
and van Eeden 2015). Socio-economic status offers a different lens on spatial differ-
entiation. Although the legal basis of racial segregation has been removed, many
tangible effects remain and are slow to change precisely because social stratifi-
cation is still bound up with race. Deep inequalities across both dimensions are
compounded by spatial divides to undermine economic inclusion, social progress
and racial integration.

Socio-economic status is intimately related to people’s occupation, income and
wealth (i.e. their labour market position). This drives residential outcomes today, as
households are distributed across the city according to their market power, or ability
to buy into neighbourhoods with different attributes, infrastructure and housing types.

'We use the racial terminology common in SA in this chapter: black African, coloured, Indian/Asian
and white. The term black is used to refer to everyone excluded from the white group privileged
under apartheid. These terms, like any racial classifications, are problematic social constructs from
a particular era. They continue to be used to monitor progress since democracy. According to the
2011 census, the largest population group in Cape Town was coloured (42.4%), followed by black
Africans (38.6%), whites (15.7%) and Indians/Asians (1.4%).
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A steep property price gradient inhibits most people’s ability to move into more desir-
able areas. Residential patterns are also influenced by the activities of the state, both
in providing low-income housing and in selling public land. Individual lifestyle pref-
erences are relevant too, and affected by stage in the life cycle, family characteristics
and cultural backgrounds.

4.2 Determinants of Residential Patterns

The analysis begins with the powerful historic role of the apartheid state in shaping
the city’s structure. We then consider contemporary economic forces through the
property market, followed by the recent tendency of state-subsidised housing to
reproduce segregation.

4.2.1 Racial Segregation: 1950s—1980s

Cape Town is a famously divided city, with affluent, leafy suburbs offering excep-
tional amenities and picturesque mountain and coastal settings, juxtaposed against
austere and inhospitable dormitory settlements on the treeless sand-plains of the
Cape Flats. At the heart of the city is the vibrant City Bowl, a natural amphithe-
atre that concentrates enormous wealth, surrounded by the stunning slopes of Table
Mountain. A patchwork of intensely crowded informal settlements is barely tolerated
in various parts of the city. These unauthorised shanty-towns reflect poor people’s
efforts to access city opportunities without paying for formal accommodation.

Cape Town’s unusual topography and status as a biodiversity hotspot have other
consequences for access to housing and segregation. Special nature reserves intended
to restrict house-building cover more than 40% of the municipal area. The mountain
also shapes the road and rail networks, which have historically guided property
investment and acted as barriers between race-based neighbourhoods. The Atlantic
Seaboard attracts super-rich international homebuyers and tourists, which inflates
house prices throughout the market.

The city’s physical footprint expanded most in the second half of the twentieth
century, when the economy was booming and the southern and northern suburbs
became the preferred residential areas for the white middle and upper classes. Popu-
lation density declined by about 50% between the 1950s and the 1980s (City of
Cape Town 2018). This was when racial ideology was most pernicious and the state
directly shaped the city’s form. Previous growth was slower and segregation by race
was not all-pervasive. During the colonial era, the community was highly stratified
and unequal, and white settlers exploited indigenous groups and slaves brought in
from Asia and elsewhere in Africa (van Rooyen and Lemanski 2020). Discrimination
and subjugation were widespread, but the city was not rigidly demarcated by race.
In the early twentieth century, public health concerns (infectious diseases) provided
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the pretext for dispossessing most black Africans of their prime land and housing in
the urban core and relocating them beyond the urban fringe. This laid the legal and
political foundations for intensified segregation policies after the second world war.

The National Party won the 1948 general election and launched a spate of laws to
entrench white supremacy using explicit spatial instruments, such as urban planning.
People were rigidly classified by race and physically separated through a combination
of controls and distinct institutions. The notorious Group Areas Act assigned people
to particular places kept apart by buffer strips. The racial hierarchy was entrenched by
allocating large central areas to whites, peripheral sites to black Africans and spaces in
between to coloureds. Implementation destroyed well-established coloured commu-
nities and forced the removal of approximately 150,000 people to townships on the
Cape Flats by the end of the 1960s. District Six in the City Bowl was most affected,
with 55,000 residents forcefully displaced (van Rooyen and Lemanski 2020).

The impact was compounded by separate local authorities created for different
areas, and separate schools, healthcare and public transport systems. This redis-
tributed resources from working-class communities to the well-endowed white
suburbs, and deepened the regressive effects of racial segregation (Mabin 2005).
For example, the education system for whites was vastly superior to that for blacks,
with better-equipped teachers, smaller classes and a more advanced curriculum. It is
hard to overestimate the lasting impact on contemporary society.

The Cape was declared a ‘coloured labour preference area’, which inhibited in-
migration by black Africans and explains the distinctive demographics today. Popu-
lation movements were strictly controlled by pass laws. By the early 1990s, Cape
Town was the most segregated city in the country, and less than 6% of the popu-
lation lived outside the areas designated for their race, such as domestic workers
(Christopher 2000).

Two immense districts on the Cape Flats—Mitchells Plain and Khayelitsha—
demonstrate the force of the apartheid state. Mitchells Plain was created in the 1970s
as a coloured township for middle- and low-income families, 25-30 km from the
CBD. Many residents were victims of forced removals. It was laid out with neigh-
bourhood precincts, basic public facilities and wide arterial roads. There was no
effort to develop local industrial estates, employment centres or small business units,
let alone to restore the social fabric of dislocated communities. Many precincts soon
deteriorated with rising unemployment, gangsterism, drug abuse, physical decay and
shack housing. The current township population is around 300,000.

Khayelitsha was created during the 1980s for black Africans and envisaged as the
‘solution’ to two problems facing Cape Town: the rapid increase in rural migrants
from the Eastern Cape and overcrowding in other townships. Thousands of people
were forcefully relocated to inferior housing and open land, 3035 km from the CBD.
There was even less effort to create local jobs, a commercial centre or public ameni-
ties, ensuring that this would become a major poverty trap. The current population is
well over 400,000, with high levels of food insecurity, hardship, crime and informal
housing. High transport costs and arduous journeys add to the burden people face in
accessing jobs elsewhere in the city.
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Fig. 4.1 Cape Town’s uneven development. Source David Daniels conference presentation, April
1993

The stark challenge facing the post-apartheid government was illustrated by a
map used by a senior planner from the city during a presentation in 1993 (Fig. 4.1).
It shows the skewed concentration of opportunities in the historic core, with over
80% of all the jobs in the city, despite housing only 37% of the population. The
Cape Flats is portrayed as a desert, with black communities locked out of job-rich
locations and suburbs with good schools and quality services. The four arrows are
poignantly unidirectional, indicating the imperative for the democratic government
to enable Cape Flats residents to access the resources in the core. There is no hint of
potential resistance from the suburbs to a more inclusive, integrated city. The other
telling feature is the label pointing to the priority investment needs of the Cape Flats
for economic and human development.

4.2.2 Market-Led Development: 1990s-2020

In practice, the post-apartheid government did not address the distorted form of SA
cities with much determination. Apartheid legislation was withdrawn and institu-
tions reorganised, but there wasn’t an equivalent commitment to push through a
new vision for integrated cities. One reason was the stagnant economy following
international sanctions and the turmoil of the transition. So the resources—public
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or private—weren’t readily available to invest in major public infrastructure and
catalytic projects for urban restructuring. The victorious political party was an
amalgam of ideologies, and the government—a compromise of different interests.
The general mood and leadership disposition were towards reconciliation rather than
retribution or restitution. Many progressive policies were approved, but not matched
by concrete action (Statistics SA 2019). Institutional practices were often conserva-
tive and poorly coordinated across government, and bureaucratic inertia prevailed
over calls for transformation.

The new generation of local political leaders lacked experience to formulate a
coherent response to their divided cities and towns, and to challenge vested interests.
There was an implicit political settlement with white middle- and upper-class house-
holds not to disrupt their lifestyles if they accepted democratic rule and continued to
pay their taxes. The end of apartheid also coincided with a broader global ideological
shift away from planning and state intervention towards the market and a lean state.
This further discredited the spatial planning profession (already tainted from its role
under apartheid) and creative thinking around urban compaction and integration.

Private investors and developers had a relatively free hand to do as they pleased.
They could deliver tangible products and jobs, so decision-makers supported almost
any kind of property development. Parliament passed the Development Facilitation
Act that streamlined regulatory procedures and enabled municipal objections to be
bypassed. Many conventional free-standing houses, shopping malls and business
complexes were built at low densities in the suburbs and beyond (Turok et al. 2019).
They were targeted at the (white and coloured) upper and middle classes, because
demand was strong from the increase in white-collar workers, managers, public
officials and professionals, supported by bank lending. Some took the form of gated
estates and elite enclaves with privatised security arrangements to restrict access to
ordinary citizens.

The private sector built about 10,000 housing units a year in Cape Town during
the late 1990s and 2000s. The economic slowdown from 2008 onwards reduced this
by a third. These suburban developments contradicted the new municipal spatial
plans that envisaged densification, infill development and mixed land-uses so as
to encourage urban integration, more efficient land use and better access to public
transport for workers from the townships (City of Cape Town 2018). But there was no
political appetite to negotiate concessions from developers, who naturally focused
on unencumbered greenfield sites: “there continues to be sprawling development
towards the edge of the city” (City of Cape Town 2018, p. 217). Key locations
included the northern suburbs, west coast, Kuils River and Mitchells Plain, with
smaller pockets in the southern suburbs and Somerset West. The public sector often
had to fund the infrastructure, even though developers profited from the uplift in land
values. The outward drift diverted public investment from upgrading and intensifying
underperforming industrial and residential areas surrounding the central city.

A distinctive feature of Cape Town is the strength of the CBD as the principal
economic node with approximately 200,000 jobs. Other SA cities have experienced
an exodus of property investors and occupiers to satellite centres in the suburbs (Turok
et al. 2019). Institutional property owners took early action in partnership with the
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municipality to prevent ‘crime and grime’ from causing business relocations. The
unique qualities of the City Bowl foster a mixture of diverse activities—tourism,
leisure, business and professional services, government functions and higher educa-
tion—that feed off each other to spur growth and investment. This has coincided with
a shift in fashion within the housing market towards apartments in well-located, well-
managed areas. The city’s historic core has been the biggest beneficiary. Figure 4.2
shows the concentration of apartments in and around the CBD, followed by the
main transport corridors in the southern and northern suburbs. The distribution of
free-standing houses is quite different.

Yet, the commercial success of the CBD has inflated property prices and promoted
gentrification in surrounding working-class districts, causing the displacement of
poorer households. The shortage of affordable housing forces clerical and hospitality
workers, shop assistants, security staff and cleaners to undertake lengthy commutes
from the townships. Meanwhile, the transformation of Johannesburg and other city
centres has improved access to jobs and low-income housing for black working-class
communities. A final point is that across all of Cape Town’s economic nodes, the
growth in labour demand and earnings has not been sufficient among lower ranking
occupations to lift these groups out of poverty, to narrow the income distribution or
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Fig. 4.2 Different housing types, 2011. Source Census 2011, small area layer
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to encourage private housing developers to broaden their product range to meet the
majority’s needs for affordable accommodation.

4.2.3 State-Led Housing: 1990s-2020

The government has acted with unusual resolve to provide housing directly, using
fully subsidised contractors. Apartheid denied blacks the right to own property in
the cities and stopped building them houses to discourage urbanisation. This caused
serious overcrowding and gave rise to many squatter settlements. The 1994 govern-
ment saw decent housing as the key to reducing squalor and restoring dignity and
respect. Housing was treated as part of a ‘social wage’, along with welfare grants
and free basic services. Households below a certain income were promised a free
housing unit on its own small plot.

Direct state provision gave the government control over the quantity of housing
it could deliver, without relying on the vagaries of private developers. Ambitious
targets were set and broadly met. About 5,000 government houses have been built in
Cape Town every year since the early 2000s, amounting to a quarter of all housing
supplied, and almost half of the formal supply (City of Cape Town 2018). This could
have changed the city’s physical growth pattern if it was carefully targeted.

There have been undoubted benefits for households moving out of shacks or
overcrowded family homes through improved privacy, protection from the weather,
internal services, children’s safety and an asset for security. However, the state has
borne the full cost, letting the banks and private developers off the hook. Most houses
have been built on the outskirts to economise on the land. Large greenfield sites have
enabled mass construction of standardised units. A separate production process for
private sector housing has kept the occupiers far apart. This has avoided NIMBY
resistance, but contradicts the goal of racial diversity and integration.

Most government housing in Cape Town has been built around the periphery, in
Delft, Khayelitsha, Mitchells Plain, Kraaifontein and Somerset West. This is far from
jobs, good schools, training colleges and other opportunities for advancement. The
municipality estimates that poor households spend up to 40% of their disposable
income travelling to work, which “inhibits upward socio-economic mobility and
deepens household dependency. These features are common to many SA cities but
tend to be more acute in Cape Town” (City of Cape Town 2018, p. 215). Many
households are trapped in marginal locations because they are not allowed to sell
their homes for eight years and have not received their title deeds (Turok 2016).
Many build shacks in their backyards to generate rental income (Scheba and Turok
2020). Their concentration on the Cape Flats is shown in green in Fig. 4.2.

A National Treasury review concluded that housing policy: “reinforces the legacy
of apartheid and relegates the poor to areas that are far from economic opportu-
nity” (GTAC 2016, p. 1). There is public land available within Cape Town’s historic
core that could be developed for affordable housing. Some are large parcels that
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could accommodate tens of thousands of dwellings, including Culemborg, Yster-
plaat, Wingfield, Youngsfield and Denel. There has been insufficient determination
to release these strategic assets in the public interest (Turok 2016). Civic activists
have begun to target empty buildings, golf courses and undeveloped land to protest
at the inertia (Turok et al. 2019).

4.3 Inequality in the Labour Market

4.3.1 Data and Methods

The labour market has a major influence on housing patterns. Employment and
occupation data were drawn from the 2001 and 2011 Censuses—the most accurate
and most recent source of neighbourhood information. Occupations were coded
according to the SA Standard Classification of Occupations (SASCO).2

The municipal boundary is used to define the extent of Cape Town. This approx-
imates to the functional labour market area because it includes settlements beyond
the continuous built-up area. This reflects the political imperative post-apartheid
to incorporate outlying suburbs, commuter belts and dormitory townships with the
core city in order to permit effective strategic planning and resource redistribution
(‘one city, one tax base’). A minor technical issue is that some enumeration areas
shifted between years, so the internal configuration of maps between 2001 and 2011
is slightly different if one looks at specific sub-places very closely. This doesn’t
affect broad spatial trends. A few sparsely populated sub-places were excluded from
the analysis, taking the number of sub-places to 858 in 2011.> Sub-places range in
geographical size with larger, more sparsely populated sub-places generally located
on the periphery. The median population in 2011 was 10,140 persons and the median
area was 0.542 km?.

4.3.2 Occupational Structure

The growth rate and structure of a city’s economy determine the demand for labour,
and therefore the occupations of the local workforce. This includes the distribution

ZDetailed occupation data for Census 2011 was released in late 2017, thoroughly cleaned with no
incomplete information. The occupation data for 2001 included 7% of all responses as ‘undeter-
mined’. The effect of such differences in data management between the Censuses is unclear. The
problem is fairly common in analysing cross-sectional household data which spans lengthy periods.
We omit undetermined responses for greater consistency between years when estimating the results
in the figures and tables that follow.

3Sub-places with less than 10 economically active persons are arguably too small for a sensible
classification by occupation and hence were omitted.
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of income, job security, ability to obtain home loans, and therefore the demand for
housing. SA has a very dispersed occupational structure with a very wide range of
earnings (Statistics SA 2019). Highly qualified people in high-status jobs command
a sizeable premium over those with fewer skills in lower ranking positions.

Table 4.1 and Fig. 4.3 show the broad occupational changes in Cape Town between
2001 and 2011. The ranking classifies almost a fifth of all jobs in the ‘top’ occupa-
tional category. This assessment is very similar to the World Bank’s (2018b). They
add that the top skill quintile earns almost five times as much as low-skilled workers.
This is a powerful driver of unequal demand for housing and attractive neighbour-
hoods in the city. Real wage growth in SA has been skewed towards high skills over
the past two decades (Statistics SA 2019; World Bank 2018a). This has widened
income inequality and is bound to have affected spatial divides within cities.

Table 4.1 also indicates sizeable growth in the number of workers in the top occu-
pations between 2001 and 2011. This reflected very strong growth among legislators,
senior officials and managers (their numbers more than doubled), and weaker growth
among professionals. A similar pattern is evident in Johannesburg. It is striking that
the rate of increase in senior officials and managers was faster than for any other

Table 4.1 Changes in the occupation structure of Cape Town, 2001-2011

Major occupation 2001 2011 Change % change (%)
group
Top Legislators; senior 65,901 149,445 83,544 127
officials and
managers
Professionals 85,269 108,020 22,751 27
Middle Technicians and 100,638 136,224 35,586 35
associate
professionals
Clerks 129,961 191,474 61,513 47
Service workers; 107,380 223,591 116,211 108

shop and market
sales workers

Skilled agricultural 8,191 10,344 2,153 26
and fishery workers
Craft and related 110,918 154,238 43,320 39
trades workers

Bottom Plant and machine 75,086 65,523 —-9,563 —13
operators and
assemblers
Elementary 188,842 281,608 92,766 49
occupations

Undetermined 66,815 0

Total 939,001 1,320,467 381,466 41

Source Census 2001 and 2011; authors’ own estimates
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Fig. 4.3 Changes in the share of occupations in Cape Town, 2001-2011. Source Census 2001 and
2011; authors’ own estimates

occupation. It was partly a reflection of strong growth in the public sector during
this period, as the administration expanded alongside demands for additional service
delivery from an enlarged local population.

Table 4.1 also shows the strong growth in mid/low-level service occupations,
including retail sales, wholesale and hospitality, which offer limited opportunities
for progression into better-paid jobs. The only job losses were among plant and
machinery operators and assemblers, reflecting the impact of deindustrialisation.
Manual jobs in manufacturing have conventionally provided important routes out of
poverty for working-class communities. Jobs in elementary occupations (including
security staff and domestic workers) increased slightly faster than the average. They
tend to be low paid and offer poor prospects for advancement. Table 4.1 provides
some evidence of labour market polarisation, with the strongest growth among high-
and low-skilled occupations. The rate of unemployment (narrowly defined) remained
close to 25% over the period (World Bank 2018b). Low paid and unemployed groups
invariably struggle to compete in the housing market and end up in unsatisfactory
and informal accommodation, unless they can get government housing.

SA’s economy experienced moderate growth during the 2000s, but it has faltered
since the 2008 global recession. Total employment in Cape Town increased from
939,000 in 2001 to 1,320,000 in 2011. This partly reflected population growth and
the demand for additional consumer goods and services, along with extra public
services. Growth in tradable goods and services (arguably more productive sectors)
was weaker. So, Cape Town’s compound annual employment growth rate was 3.5%,
compared with Johannesburg’s 4.8%.
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4.3.3 Index of Dissimilarity

An important question arising from a city’s occupational profile is how directly this
translates into residential patterns of social privilege and disadvantage. A city with a
polarised labour market will not be highly segregated if many of its neighbourhoods
are socially mixed. Table 4.2 presents the dissimilarity index (DI), which captures
the degree of residential segregation between occupations in 2001 and 2011. The
cells in the bottom-left part of the table show the DI values for 2001 and the cells
in the top right show the values for 2011. The estimates include a category for the
unemployed, because the sheer scale of joblessness cannot be ignored. However, the
unemployed are excluded in the subsequent figures and tables as well as in the DI
values for the top, middle and bottom occupations in Table 4.2. The Johannesburg
chapter follows the same approach.

Table 4.2 reveals that Cape Town was extremely spatially divided by occupation
in 2001. The DI values imply that 67% of residents in the top occupations in 2001
would have had to move in order to achieve an even distribution of top and bottom
occupations across the city. The equivalent number in Johannesburg was only 48%.
This is a huge difference between the two cities, with Cape Town far more socially
segregated than Johannesburg. Cape Town’s polarised labour market was matched
by a partitioned city with the social make-up of different neighbourhoods being quite
distinctive.

Table 4.2 Indices of dissimilarity (multiplied by 100) between major occupations in Cape Town,
2001-2011%*

DI 2011
MN | PRO | TEC | CLE | SER | AGR | CRA | MC | ELE | UNE | TOP | MID | BOT
MN 16 |21 |24 |36 |38 |44 |51 |53 |63
PRO | 15 27 |32 |44 |45 |52 |59 |60 |69
TEC |22 |28 13 |26 |30 |34 |39 [45 |56
CLE |33 |40 |16 22 |25 |27 |33 |41 |51
SER |38 |43 |25 |23 29 |16 |25 |22 |36
o |AGR[62 66 |55 |53 |40 28 |32 |38 |48
Q |CRA |55 [60 |40 [30 |25 |41 17 |20 |31
S |MC |64 |69 |49 |39 |33 |48 |17 27 |34
ELE |65 |69 |54 |47 |32 |34 |26 |30 25
UNE |72 |76 |62 |56 |42 |42 |35 |36 |18
TOP 33 55
MID 39 27
BOT 67 34

Notes *MN Managers; PRO Professionals; TEC Technicians; CLE Clerks; SER Service and sales
workers; AGR Skilled agricultural workers; CRA Crafts and related trade workers; MC Plant and
machine operators; ELE Elementary occupations

Source Census 2001 and 2011; authors’ own estimates
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Table 4.2 shows that professionals were the most segregated group, and consis-
tently more so than senior officials and managers. The same applied in Johannesburg,
albeit not to the same extent. Furthermore, the difference between top and middle
occupations was larger than the gap between middle and bottom occupations in both
cities in 2001. Therefore, the high-status groups tended to be separated off in enclaves
from everyone else, rather than the low-income groups. Among the low-status cate-
gories, unemployed people were consistently more segregated from other groups
than anyone else. They were more likely to be confined to settlements with other
unemployed people. This is unsurprising considering their weak economic position,
as explained above.

An important and original finding from Table 4.2 is that the level of segregation
in Cape Town appears to have declined between 2001 and 2011. By 2011, the DI
values imply that 55% of residents in the top occupations would have had to move
to eliminate segregation—a big reduction over the decade from 67% in 2001. The
apparent desegregation occurred across the board. It was not confined to particular
occupations. This is surprising considering that the labour market seemed to become
more polarised. A steep house price gradient also made it difficult for lower income
groups to move into more desirable suburbs. Johannesburg’s DI score between top
and bottom occupations was 47% in 2011, so the level of segregation hardly changed.
Summing up, there was noticeable desegregation in Cape Town during the 2000s,
although it remained more segregated than Johannesburg. The two cities seem to
have experienced quite different tendencies.

High but falling levels of segregation in Cape Town are borne out upon closer
inspection of the DI scores in Table 4.2. The residential difference between pairs of
occupations diminished in almost every case. Further evidence is available in most of
the maps shown below. The desegregation trend appears to be consistently stronger
than in Johannesburg. The veracity and reasons for this need further investigation.
Assuming it is correct, part of the explanation may be that Cape Town was much
more segregated to begin with, so there has been a degree of ‘catch-up’ underway.

4.4 Socio-economic Segregation

4.4.1 Occupational Location Quotients

Initial evidence of spatial segregation from the DI matrix in Table 4.2 is carried
forward into maps of location quotients (LQ) for the top and bottom occupations
in Figs. 4.4 and 4.5, respectively. Sub-places within Cape Town with a LQ score
above (below) 1 highlight where an occupation was over-(under-)represented. For
example, a LQ score of 2.5 implies that an occupation was 2.5 times more concen-
trated in that particular sub-place compared to the city-wide average. Hence, areas
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Fig. 4.4 Location quotient of top occupations in Cape Town, 2001-2011. Source Census 2001 and
2011; authors’ own estimates
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Fig. 4.5 Location quotient of bottom occupations in Cape Town, 2001-2011. Source Census 2001
and 2011; authors’ own estimates

shaded dark orange and red (LQ > 2) on the map highlight where there is a dispro-
portionate concentration of those occupations, whereas areas shaded blue reflect
under-representation (LQ < 0.5).

Figure 4.4 shows how individuals in top occupations (i.e. managers and profes-
sionals) were clustered within neighbourhoods in Cape Town’s historic core and
suburban corridors. In 2001, this included almost all the Southern Suburbs, most of
the City Bowl, the Atlantic Seaboard and the Northern Suburbs. Other important
nodes included Somerset West in the south-east, and Milnerton and Bloubergstrand
along the West Coast. All these areas remained affluent in 2011, although the degree
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of concentration of top occupations diminished, i.e. changing from mostly red in
2001 (LQ > 3) to orange in 2011 (LQ > 2). A few adjacent areas also seemed to
increase their share of people in top occupations (especially in the Northern Suburbs
and Helderberg).

It could be that the strong increase in people in senior positions (shown in
Table 4.1) contributed to the spatial deconcentration by spreading into surrounding
neighbourhoods. This could have been prompted by shortages of the existing stock
and restrictions on new house-building in well-off areas, perhaps reflecting higher
land prices, NIMBY resistance or locals displaced by international buyers. Obtaining
planning approval in the southern suburbs, City Bowl and Atlantic Seaboard is noto-
riously difficult. Another explanation could be that affluent households moved out of
older, detached properties in neighbourhoods showing signs of decay and into modern
properties, gated communities or apartments elsewhere. If they were replaced by
households with slightly lower incomes, this would contribute to the spatial decon-
centration of the rich. Neighbourhoods in the south such as Wynberg, Muizenberg
and Mowbray, and the Voortrekker Road corridor in the north, have experienced
such changes in recent years. This could coincide with life cycle changes, such as
older people moving into flats when their children leave home and being replaced
by younger families.

Workers in less-skilled occupations tended to live in peripheral locations. Clusters
of blue-collar workers dominated townships on the Cape Flats, along with some
smaller settlements to the north of the city. Low-skilled groups seem less concentrated
than high-status occupations, with LQs all below 2.5. This is partly because there are
simply more of them, so they cannot be so physically concentrated. In addition, the
number of low-skilled workers living in the vicinity of affluent suburbs has increased
where informal settlements or townships exist nearby, such as Imizamo Yethu and
Hangberg near Hout Bay, Masiphumelele and Ocean View near Sun Valley, and
Dunoon and Joe Slovo Park near Milnerton. There are not many of these settlements,
so demand to live in them is high because of their access to suburban jobs. Domestic
workers, gardeners and security guards living in their own quarters on the sites of
affluent households could also increase low-wage workers in the suburbs. Of course,
the co-existence of different income groups in the same sub-places does not mean
much actual social mixing or integration occurs.

4.4.2 Socio-economic Status

The concentration of people in the top, middle and bottom occupations can be used
to rank neighbourhoods according to their socio-economic status (SES). Our SES
ranking is based on the proportion of individuals in each category and follows a
similar approach to the Johannesburg chapter. Figure 4.6 divides the city into sub-
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Fig.4.6 Socio-economic status of neighbourhoods in Cape Town, 2001-2011. Source Census 2001
and 2011; authors’ own estimates

places with a high, high-middle, middle, low-middle or low SES.* Polarised SES is
a residual category with considerable socio-economic mix.

Figure 4.6 confirms the highly segregated character of Cape Town, with a stark
divide between the historic core and the Cape Flats. The status of most neighbour-
hoods appears to have been stable over time, with two exceptions. First, some parts
of the Cape Flats changed from low to low-middle SES, or from low-middle to
middle SES. Examples are Pelican Park, Blue Downs and Mitchells Plain. This
appears to have come about partly through new housing schemes, both private and
government-subsidised. Other heavily populated places remained as low SES, partic-
ularly Khayelitsha, Philippi and Delft. Second, selected parts of the Southern Suburbs
apparently shifted from high to low or polarised SES. The extent of this phenomenon
seems to be overstated on the map by the inclusion of sparsely populated sub-places
around the mountain and by the strong growth of a few informal settlements and
townships, as mentioned above.

The earlier discussion of Fig. 4.4 suggested that people in high ranking occupa-
tions became slightly more dispersed in 2011 than in 2001. This is less apparent
when SES is considered (Fig. 4.6). It seems that the status of the most prestigious
neighbourhoods was not diminished, even if the gap with other parts of the city did
narrow slightly.

Very few areas had a polarised SES. They included agricultural areas east of
Helderberg and the Groot Constantia Wine Estate in the Southern Suburbs. There
is little or no actual residential mixing in these places. Segregation prevails through

4SES categories were defined as follows: High SES (top > = 40%; middle <= 60%; bottom <=
20%), High-middle SES (top >= 25%; middle >= 25%; bottom <= 25%), Middle SES (top <=
35%; middle >= 50%; bottom <= 35%), Low-middle SES (top <= 25%; middle >= 25%; bottom
>=25%) and Low SES (top <= 20%; middle <= 60%; bottom >= 40%). Polarised SES is a residual
category.
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gated communities for the rich and housing compounds and informal settlements for
farm workers. Poor communities here may live closer to affluent residents than in
most suburbs, but they are kept apart by high walls and access controls.

4.4.3 Distribution of the Top Socio-economic Group

Figure 4.7 shows the absolute size and concentration of people working in well-off
occupations across the city. Sub-places were divided into five quintiles depending on
their share of individuals in the top occupational category. In 2001, the top 2% of sub-
places with the highest concentrations of managers and professionals contained 20%
of this group. This included a sizeable cluster in the Southern Suburbs (Rondebosch,
Newlands, Claremont and Wynberg), a few neighbourhoods around the City Bowl
(Gardens and Sea Point) and the Northern Suburbs (Pinelands, Edgemead, Tableview
and Durbanville). The pattern was very similar in 2011, although it increased slightly
to 2.5% of all sub-places, including affluent neighbourhoods in Hout Bay, Milnerton
and Brackenfell.

A big contrast with Johannesburg is the CBD. Cape Town’s City Bowl has become
an increasingly desirable residential location for high income earners, as explained
earlier. Its diverse amenities and growing traffic congestion for suburban commuters
have added to its attractions as a place to live, work, study, visit and play (Turok et al.
2019).

Changes in the distribution of sub-places in the second and third quintiles were
more noticeable. Several areas in the Cape Flats (such as Mitchells Plain) and around
Somerset West seem to have moved up in status. Casual observation suggests that
this could be linked with gradual upgrading of selected neighbourhoods in the former
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Fig. 4.7 The concentration of the top socio-economic group in Cape Town, 2001-2011. Source
Census 2001 and 2011; authors’ own estimates
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and new private housing in the latter. A few large sub-places on the city’s northern
periphery also raised their status. This has a visible effect on the maps, but the real
impact is quite limited because most areas were very sparsely populated in 2001
and a few middle income housing projects and wine farms that opened during the
following decade could have had this effect.

4.5 Conclusion

Cape Town remains sharply divided by socio-economic status. Social inequalities
continue to be aligned with race, although the causes have shifted from apartheid
controls to the economy and labour market. The scale and nature of employment
growth have not been sufficient to lift many people out of poverty and into better-off
social strata. Geography reinforces social divides through the gulf in opportunities
available to residents of different neighbourhoods. Townships on the Cape Flats are
literally worlds’ apart from the southern and northern suburbs, where the contours
of affluence remain the same.

Despite the economic, social and spatial barriers to change, there appears to have
been a noticeable reduction in the degree of segregation between 2001 and 2011. This
is more substantial than in Johannesburg. The index of dissimilarity and location
quotients both indicate that the extent of socio-economic segregation diminished.
On the one hand, it appears that the concentration of top occupational groups was
somewhat diluted as some of them spread out into surrounding neighbourhoods. On
the other hand, a number of lower income neighbourhoods seemed to move up in
status.

It is important to validate this analysis with further investigation. Other economic
and social trends suggest increasing polarisation and a steeper social gradient between
the suburbs and townships, yet the statistical analysis presented here indicates a
narrowing of the gap. It is unclear whether the decline in segregation is a real
phenomenon, or more of a construct arising from the indicators and spatial units
used to measure it. The apparent desegregation needs additional analysis, including
the application of different socio-economic indicators and the use of different sized
spatial units. Drilling deeper should help to identify which neighbourhoods and social
groups have been most affected, and by how much conditions have changed.

In addition, it is vital to improve understanding of the reasons for these shifts and
the detailed mechanisms involved. Research and policy concerned with spatial segre-
gation tend to focus on changes in land-use and the built environment, particularly
the housing stock. This is highly visible and relatively easily measured. The assump-
tion is that new housing developments are the main driver of change. Sometimes
this is extended to include the conversion, upgrading, extension or redevelopment of
existing buildings, in recognition that the social make-up and number of households
in a neighbourhood are affected by in situ property dynamics and not simply new
greenfield investments.
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This analysis is important and needs to be extended to investigate the less
visible social processes underway within and between neighbourhoods, including
detailed forms of household movement, household formation and in situ occupational
mobility, upwards and downwards. Unfortunately, the information available on these
trends is limited. Changing patterns of segregation are bound to be the outcome of
a complex interplay between alterations to the built environment and intricate social
shifts. For example, new house-building may set in train long filtering chains that
affect multiple households and neighbourhoods in unexpected ways. A better grasp
of these dynamics is essential for more effective policies to tackle spatial divides.
There are few more important research agendas in SA today.
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Chapter 5 )
Income Inequality and Socio-economic e
Segregation in the City of Johannesburg

Richard Ballard and Christian Hamann

Abstract This chapter analyses income inequality and socio-economic segregation
in South Africa’s most populous city, Johannesburg. The end of apartheid’s segre-
gation in 1991 has been followed by both continuity and change of urban spatial
patterns. There is a considerable literature on the transformation of inner-city areas
from white to black, and of the steady diffusion of black middle-class residents
into once ‘white’ suburbs. There has been less analysis on the nature and pace of
socio-economic mixing. Four key findings from this chapter are as follows. First,
dissimilarity indices show that bottom occupation categories and the unemployed
are highly segregated from top occupation categories, but that the degree of segre-
gation has decreased slightly between the censuses of 2001 and 2011. Second, the
data quantifies the way in which Johannesburg’s large population of unemployed
people are more segregated from top occupations than any of the other employment
categories, although unemployed people are less segregated from bottom occupa-
tions. Third, over the same period, residents employed in bottom occupations are less
likely to be represented in affluent former white suburbs. This seemingly paradoxical
finding is likely to have resulted from fewer affluent households accommodating their
domestic workers on their properties. Fourth, although most post-apartheid public
housing projects have not disrupted patterns of socio-economic segregation, some
important exceptions do show the enormous capacity of public housing to transform
the spatial structure of the city.
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5.1 Introduction

The City of Johannesburg is the largest of eight metropolitan municipalities in South
Africa with respect to population size and economy. It sits within a broader city-
region of 15 million people in the province of Gauteng, including the metropolitan
municipalities of Tshwane to the north and Ekurhuleni to the east. The municipal
jurisdiction of Johannesburg measures 1,648 km? and includes urban, peri-urban and
agricultural land uses. The population of Johannesburg grew by about 3% per annum
between the 2001 and 2011 national census counts (from 3.2 to 4.4 million people).
In line with national population composition, the majority of Johannesburg’s popula-
tion is black' (78%). The second-largest population group, whites, constituted 12%
of Johannesburg in 2011. Indians and Coloureds®> make up 6% and 4% of popula-
tion, respectively. Education outcomes are improving; for example, the proportion of
adults who have not been to school has fallen between 2001 and 2011 and the propor-
tion of adults with tertiary education has increased. The average annual household
income in Johannesburg (adjusted for inflation) increased by 2% per annum between
2001 and 2011 (Statistics South Africa (Stats SA) 2012a), but increases are highly
uneven between population groups and across space.

Johannesburg was subject to intensive social and spatial engineering since its
origins as a gold mining town in 1886. Given the emphasis that apartheid (1948-
1994) placed on racial segregation, many analyses of spatial transformation in Johan-
nesburg have focused on the endurance or breakdown of racial segregation (Beavon
2004; Christopher 1994; Crankshaw 2008). This chapter examines residential segre-
gation between socio-economic groups rather than the more familiar focus on racial
segregation. In doing so, we do not seek to claim any primacy of socio-economic
segregation, but rather to consider the relationship between various kinds of social
and spatial stratifications and the drivers of dominant residential patterns. In fact, it is
not possible to separate social and spatial inequalities from each other or from racial
segregation in the South African context. In the post-apartheid era, legal drivers of
racial segregation have been abolished, but actual patterns of racial segregation are
slow to change precisely because of various forms of socio-economic segregation
and stratification. Furthermore, even where racial desegregation does occur, these
processes do not necessarily disrupt socio-economic segregation.

I'Statistics South Africa records data against four main population groups. Respondents self-identify
as black, coloured, Indian/Asian or white.

2Whereas the term coloured in North America is a dated synonym for African Americans, in
Southern Africa the meaning is quite different. It came to refer to mixed ancestry populations who
were (in Apartheid’s convoluted racial classifications) neither European (white) nor bantu (black),
although they could have a heritage of both.
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5.2 Drivers of Dominant Residential Patterns

5.2.1 Racial Segregation

Johannesburg is a city of extremes, with densely populated working class townships®
(such as Diepsloot, Alexandra, Soweto and Orange Farm) juxtaposed against some
of the richest neighbourhoods in Africa (Sandton and surrounding areas). Although
apartheid formally ended in 1994, a century of white minority rule continues to
affect many urban patterns. Apartheid’s policies of racial segregation resulted in the
division of residential areas between four different race groups: black, white, Indian
and coloured. This shaped where new migrants to cities could settle and whether
people could migrate to cities at all (many black people were forced to stay in rural
‘homelands’). These policies also caused the relocation of large numbers of estab-
lished urban residents. In the 1950s, for example, about 72,000 black people were
moved from established areas of Johannesburg to the new settlement of Soweto on
the south-western periphery of the city (Christopher 1994). Notwithstanding deseg-
regation in many Johannesburg suburbs since the fall of apartheid, the overall popula-
tion distribution and associated socio-economic patterns are tenacious (Fig. 5.1). By
2019, Soweto contained about 1.8 million people or a third of the city’s population
(Quantec 2018). Soweto, along with other townships, remains almost entirely black
and poor relative to northern suburbs.

During the apartheid era, the white minority government tried to create a strong
overlap between race, socio-economic status and space. Until 1980, better paying job
categories were mostly reserved for whites, resulting in an income ceiling for black
employees. Much more was spent on the education of white children than of other
city dwellers (Seekings and Nastrass 2005). Until the 1980s, most black people could
not own property in urban areas, including the homes they lived in. These and many
other policies ensured that spaces intended for black residents were also working-
class spaces, with their residents having less capacity to earn and acquire assets than
white residents of white-designated areas. As a result, there has been considerable
inertia to these patterns beyond the repeal of discriminatory policies in the 1980s
and early 1990s. Nowadays, black residents are no longer prohibited by law from
living in former white suburbs. However, poorer residents of the city are financially
excluded from more expensive areas. Since low-income earners are overwhelmingly
black, and since expensive areas are often those that were historically designated for
white use, some of apartheid’s patterns continue.

Since the end of apartheid, some kinds of urban growth have produced entirely
new black working-class settlements or have extended or intensified longer estab-
lished townships. With racialized restrictions of urbanisation being lifted in 1986,
a period of catch-up urbanisation saw many people migrate from rural areas and

3The common name for settlements established under apartheid for black residents, although
Diepsloot and Orange Farm began much later than the others and are largely post-apartheid
settlements.
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Fig. 5.1 The City of Johannesburg: Distribution of population groups (left) and the distributions of
commercial and industrial buildings and gated communities (right). Data sources StatsSA (2011a,
b), AfriGIS (2013), GeoTerralmage (2016)

smaller towns to larger cities (Turok 2014). Existing townships densified primarily
because established residents living there built additional informal structures on their
properties for rent. Some migrants settled in informal settlements, often alongside
existing townships, or in entirely new settlements such as Orange Farm and Diepsloot.
These relatively new settlements now contain hundreds of thousands of overwhelm-
ingly black low-income earners. Since major economic opportunities are located in
central areas (Fig. 5.1), large flows of commuters travel from these dormitory spaces
to places of employment each day (Budlender and Royston 2016; Mohulatsi 2019).

It is important to qualify this impression of townships in two respects. First,
apartheid-era townships do include some middle-class areas and some townships
are better off than others. Therefore, although they do not exhibit racial diversity,
townships have a socio-economic mix within and between them. Second, the apparent
lack of ethnic diversity in ‘black’ areas is misleading in that these are extremely
cosmopolitan spaces with a diversity of languages and nationalities (Hamann and
Ballard 2017).
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5.2.2 Housing

Since the end of apartheid, the state has built new settlements as a way of addressing
the housing demand. Households earning below R3,500 per month ($241 in March
2019 prices) quality for government housing. This often takes the form of a detached
two-room ‘low-cost house’. In the first two decades of democracy, the state delivered
about 3.7 million of these houses nationally* (The Presidency 2014). With an ongoing
flow of new migrants to cities, and the division of households into smaller sizes, many
people who qualify to be given government houses have yet to receive them. Others
do not qualify because they earn above the threshold or are migrants from other
countries. As a result, 18% of dwellings in the province are informal dwellings, and
a further 24% are unplanned-for backyard structures (Hamann 2018).

Although there have been instances of urban infill projects that break up apartheid
patterns, both in terms of race and class, most government-provided housing has
not done this (Charlton 2014). In 2013, the Johannesburg municipal government
launched a programme called Corridors of Freedom which intends to densify and
diversify residential neighbourhoods along Bus Rapid Transit routes, although this
has yet to have a major impact (Ballard et al. 2017). Other housing projects involve
upgrading settlements by clearing existing informal settlements and rehousing some
of the residents in formal accommodation on the same site or elsewhere. However,
the most common form of government-funded housing has been the development
of new greenfield settlements with hundreds or thousands of units. Concerns that
this approach will produce homogenous low-cost settlements, and therefore perpet-
uate segregation, resulted in a policy change in 2004 that promoted settlements
with a higher mix of housing types, including fully subsidised, partially subsidised,
and private (mortgage funded) homes (Department of Human Settlements 2004).
A prominent example of this new generation of ‘human settlements’ is a 12,500-
unit settlement called Cosmo City on the north-western boundary of Johannesburg
(Haferburg 2013).

While such settlements focus on social mixing, they do not achieve racial diversity
as they are almost entirely black, given the nature of the housing backlog produced by
apartheid. Such settlements do achieve some income mixing to a certain level, albeit
with small-scale segregation between different kinds of housing within a settlement.
However, the upper range of income in such settlements does not overlap substantially
with the income ranges of more affluent suburbs. In 2014, the state announced plans
to fund many more large-scale settlements of this kind, and given the shortage of
land in established urban areas, they would likely occur on peripheral greenfield sites
(Ballard and Rubin 2017). Private developers are also building low-density suburbs
on cheap peripheral land for entry-level black home buyers (Butcher 2016).

Some apartheid spaces were comprehensively transformed, such as inner-city
tower blocks and many low-rise central neighbourhoods. These areas were once
reserved for white residents but became racially mixed in the 1980s and then became

“Housing delivery figures were not available at the city level.
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primarily black by the 1990s. The white residents that had once lived in inner-
city areas left because they were following work and lifestyle opportunities in the
North, and also because of what they regarded as undesirable changes to inner-city
neighbourhoods (Beavon 2004). Some buildings were abandoned by owners and
occupied by economically marginal residents. As aresult, conditions deteriorated, not
least because electricity, water and sewerage were cut off when municipal accounts
were no longer being paid (Murray 2008). Since the 2000s, developers began refitting
some inner-city buildings for highly controlled working-class rental accommodation
(Mosselson 2017). These spaces are diverse in terms of language, ethnicity and
nationality if not race (almost all residents are black). In terms of class, inner-city
areas are a mix of lower- and middle-class residents.

5.2.3 Suburbs

As noted above, suburbs with more affordable housing stock, like those close to
the inner-city, experienced complete transitions from majority white to majority
black populations. The activity of slumlords in some parts of such suburbs has
suppressed their average income by allowing overcrowding of units and by underin-
vesting in general maintenance. Meanwhile, affluent northern suburbs once reserved
for white residents have largely retained their expensive positions in the property
hierarchy. Newer suburban housing stock for the middle- and upper-market tends to
be ‘gated’, ranging from high-end golf estates to more modest ‘townhouse’ clustered
development. This new housing stock is generally built on land adjacent to former
white suburbs, for example, on smallholdings on the northern and western suburban
fringe, but is also inserted into the suburban footprint when large suburban plots are
redeveloped into denser clustered housing (Todes et al. 2017).

Many areas with expensive properties are dominated by white people, given their
stronger buying capacity. However, since the white population only constitutes 12%
of the city, it offers limited demand and there are many black, Indian and coloured
residents with equally significant purchasing power.” The removal of job reservation
policies and the training of black nurses and teachers created a nascent black middle
class in the 1980s (Crankshaw 1997). After the political transition in 1994, the upward
mobility of some of the black population significantly reshaped social and spatial
hierarchies (Seekings and Nastrass 2005; Crankshaw 2008). Those who did not stay
in middle-class parts of townships moved to middle-class areas elsewhere in the city.
As aresult, suburbs once designated for white occupation are now some of the most
racially integrated parts of the city. Many new cluster housing developments are also
racially integrated (Chipkin 2012).

5 According to the census the white population is ageing. There is also evidence of affluent white
people migrating to Cape Town or even emigrating. Therefore as new professional jobs emerge they
are taken up by individuals from other race groups who can then afford to live in more expensive
suburbs.
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However, these processes of racial diversification within former white suburbs
may be reinforcing broader patterns of socio-economic segregation (Kracker Selzer
and Heller 2010). One analysis shows that the average household income in townships
are not growing as fast as the provincial average, while many affluent areas are
growing at a faster rate (Hamann and Cheruiyot 2017). The transfer of more affluent
residents out of townships and into suburbs may account, in part, for this spatial
divergence of average incomes. Former white suburbs also attract the overwhelming
majority of private commercial and retail investment (Fig. 5.1).

Ironically, former white suburbs have lost a kind of race and class diversity that
was integral to apartheid. Before democracy, many low-income black workers lived
in ‘white’ suburbs as domestic workers on their employers’ properties. Much of this
accommodation has now been converted to rental accommodation (Falkof 2016), and
many new cluster housing developments do not build ‘servants’ quarters’ as would
have once been standard in suburban housing. Domestic workers now are more likely
to commute from townships. In 2019, the municipality of Johannesburg introduced
an inclusionary housing policy to oblige developers of gated communities, cluster
housing and apartments to incorporate more affordable options in their plans. This
does not apply to the vast number of developments already built or that have already
been given approval, so is yet to have a diversifying effect on the city.

While race and class are being, to some extent, untethered from one another in
patterns of segregation in Johannesburg, it would be too simplistic to say that class is
replacing race, since the historical processes of class formation were so comprehen-
sively racialized. Even to the extent that racial integration is taking place through the
upward mobility of some of the black population, the high levels of socio-economic
inequality raise the important consideration of socio-economic segregation. In this
chapter, we examine inequality and segregation of occupations following the broader
methodologies of this volume in order to generate comparable findings.

5.3 Inequality in Johannesburg

5.3.1 Data Sources

In this chapter, occupation data is presented per sub-place in the City of Johannesburg
for 2001 and 2011, the two most recent census dates. There are 804 sub-places in
Johannesburg. Sub-places with zero population in either 2001 or 2011 were excluded
from the analysis along with one other sub-place that is not a contiguous polygon
and is geographically very large. The remaining sub-places vary somewhat in terms
of geographic size but constitute loosely defined functional neighbourhoods. Sub-
places had an average economically active population (i.e. all those aged between
15 and 65 years) of 2,158 people in 2011, ranging from one to 35,949 people. The
major occupation categories, captured in the census by Statistics South Africa (Stats
SA), are shown in Table 5.1. All employed, economically active respondents were
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Table 5.1 Changes in the occupation structure in Johannesburg, 2001-2011

Major occupation 2001 2011 Change % change

group? (%)
Top Legislators; senior 85,291 179,621 94,330 110.6

officials and

managers

Professionals 113,535 159,502 45,967 40.5
Middle Technicians and 104,439 145,056 40,617 38.9

associate

professionals

Clerks 146,649 232,979 86,330 58.9

Service workers; 137,764 336,264 198,500 144.1

shop and market
sales workers

Skilled agricultural 5,456 6,650 1,194 21.9
and fishery workers
Craft and related 117,674 210,206 92,532 78.6
trades workers
Bottom Plant and machine 71,636 58,563 —13,073 —18.2
operators and
assemblers
Elementary 218,441 392,740 174 299 79.8
occupations
Undetermined® 77,482 9,560 —67,922 —87.7
Total 1,080,368 1,733,152 652,784 60.4

Data source Quantec (2014, 2016) (Quantec packages and distributes various economic and
demographic datasets in South Africa, including boundary reallocated census data from Stats SA.)
4Definitions are provided by Stats SA (2012b)

PThe ‘Undetermined’ category was excluded from the totals for the rest of the analysis

asked two questions to determine their occupation—one about the kind of work that
the respondent does and the other about the main task or duty in their daily work
(Stats SA 2011a). These questions were used to code occupations according to the
South African Standard Classification of Occupation (SASCO).

5.3.2 Changes in Occupational Structure

In Johannesburg, the workforce increased by 60% between 2001 and 2011
(Table 5.1). Similar changes are evident in other metropolitan municipalities in
South Africa. Increases are the largest in Johannesburg, followed by the other two
metropolitan municipalities in Gauteng where the workforce increase by 55% and
51% in Tshwane and Ekurhuleni, respectively. In Johannesburg, the biggest change
is seen in the number of people employed as service workers or shop and market sales
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Fig. 5.2 Changes in the share of major occupations in Johannesburg, 2001-2011. Data source
Quantec (2014, 2016)

workers (144% increase). As Beall et al. (2002) note, service sector jobs bifurcate
into well paid and poorly paid. Sellers are likely to be employed in the fast-growing
retail sector but the job opportunities in this sector remain unevenly distributed in
the urban space. Most formal sector retail facilities are in the suburbs north of the
Johannesburg Central Business District (CBD) along with suburban office nodes and
there are proportionally fewer retail and office facilities in townships and the south
of the city (Fig. 5.1; Beavon 2004).

The number of legislators, senior officials and managers also increased signifi-
cantly (by 110%), as a result of the development of various strong business nodes
(like Sandton) and the swelling ranks of the public sector. Changes in the occupa-
tional structure further reflect the decreasing importance of manufacturing, as also
observed in previous studies (Rogerson and Rogerson 2015; Seekings and Nastrass
2005). Plant and machine operators are the only occupational group that declined
(by 18%). However, the number of people employed in elementary occupations
has increased. Taken together, the share of top occupations has remained the same
between 2001 and 2011, while the share of middle occupations increased by 3% and
the share of bottom occupations decreased by 3% (Fig. 5.2). Figure 5.2 also shows
the breakdown of each major occupation and reveals that the share of service workers
increased by 6% while the share of machine operators declined by 4%.

5.3.3 Income Inequality

South Africa’s Gini coefficient during apartheid was estimated to have been between
0.58 and 0.68, making it one of the most unequal countries in the world. According to
Seekings and Nastrass (2005: 188) “inequality in South Africa was higher at the end of
the apartheid period than in, even, most other middle-income countries”. Apartheid’s
racialized income distribution continues to influence mean income. Nationally, the
average income of white household heads was 4.8 times the average for black house-
hold heads in 2014—15 (Stats SA 2017). However, the upward mobility of some of the
black population, particularly since the 1980s, means that inequality was no longer
just driven by differences in income between races, it was increasingly driven by
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intra-racial income inequality. In 2008, Crankshaw predicted that “the major spatial
and class division in the post-Fordist spatial order [of Johannesburg] may become
characterised by a division between a racially desegregated middle class, on the one
hand, and a largely black working class on the other” (Crankshaw 2008: 1695, also
see Beall et al. 2002).

Crucially, unemployment has increased since the mid-1970s, and in the province
of Gauteng, the unemployment rate was 32% during 2011 (Stats SA 2011b). This
is the result of economic restructuring that has followed the exhaustion of gold
mines and the restriction of manufacturing by international competition. We agree
with Seekings and Nastrass (2005) that inequality is no longer just the result of
differences in wages, but also a result of the differences between the employed and
unemployed. It is important to note here that unemployment varies significantly
between population groups. Black people are overrepresented in the ranks of the
unemployed, while white people are underrepresented.

Post-apartheid income inequality has fluctuated. In Johannesburg, a sharp increase
in income inequality was evident between 1995 and 2001 (from 0.54 to 0.58),
followed by minor increases until about 2005 (to 0.6), and decreasing thereafter
to 0.58 in 2014 (Quantec 2015). The trends in Johannesburg are similar to the
national trends, but income inequality in Johannesburg is slightly lower than national
levels. Johannesburg also has lower levels of income inequality than the two adja-
cent metropolitan municipalities. This is influenced, amongst other factors, by the
strong economy of Johannesburg relative to other cities in South Africa and by the
largely urban population. By way of international comparison, income inequality in
Nairobi (Kenya) is 0.59, Sao Paulo (Brazil) is 0.55, Mexico City (Mexico) is 0.49,
and Moscow (Russia) is 0.45 (UN Habitat 2016).

5.4 Socio-economic Segregation in Johannesburg

Trends and patterns in statistics over time help to set the scene for our understanding of
socio-economic inequality, but the spatial dimensions and patterns of these statistics
are valuable in understanding socio-economic segregation. In this section, we provide
various calculations that illustrate socio-economic segregation, mostly between the
top and bottom occupation groups (managers and professionals versus machine oper-
ators and elementary occupations). Analysing these patterns over time highlights how
the socio-economic structure of Johannesburg has shifted and what prospects there
are for future socio-economic integration.

5.4.1 Dissimilarity Index

We calculated Dissimilarity Index (DI) values (as explained in the introduction of
this book) between all the major occupations as well as the top, middle and bottom
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Table 5.2 Indices of dissimilarity (multiplied by 100) between major occupations in Johannesburg,
2001-2011

DI 2011
MN | PRO | TEC | CLE | SER | AGR | CRA | MC | ELE UNE | TOP | MID | BOT
MN 13 26 27 43 37 50 54 44 63
PRO | 12 29 31 47 41 55 59 49 67
TEC 22 26 12 27 B3] 35 39 32 46
CLE 37 41 18 22 Bil} 30 88 28 41
SER 48 51 32 24 38 18 21 17 28
g | AGR | 54 56 49 48 44 41 45 39 51
Q | CRA |58 61 42 31 26 89) 15 14 20
a | MC 64 67 47 37 31 46 15 21 18
ELE 42 44 31 30 22 34 21 28 26
UNE [ 70 72 53 42 36 50 20 13 58]
TOP 39 47
MID 42 18
BOT 48 20

MN Managers; PRO Professionals; TEC Technicians; CLE Clerks; SER Service and sales workers;
AGR Skilled agricultural workers; CRA Crafts and related trade workers; MC Plant and machine
operators; ELE Elementary occupations; UNE Unemployed

occupation groups (Table 5.2). As an important contextual consideration, we also
included unemployment as an additional DI calculation, but to remain within the
scope of the book we did not further investigate unemployment in the rest of the anal-
ysis. According to the DI values, top-bottom segregation and middle-bottom segre-
gation decreased slightly but top-middle segregation decreased more substantially
(see summary figures in the lower right corner of Table 5.2). Segregation between
most occupations decreased, on average by 5%. The increase in service workers is
clearly associated to lower segregation levels with all other occupations (an average
6% decrease). On the other hand, segregation between managers and elementary
occupations increased slightly (by 2%) and segregation between professional and
elementary occupations increased by 5%.

These indices of dissimilarity between top, middle and bottom occupations are
necessarily for employed people. As Table 5.2 shows, unemployed people are much
more likely to be segregated from top occupations than any of the other occupa-
tions, although even here the degree of segregation between unemployed and top
occupations had decreased slightly by 2011.

5.4.2 Location Quotient

In this section, we analyse the spatial concentration of the top and bottom occupa-
tions by using the location quotient (LQ) measure of segregation (as explained in the
introduction of this book). Figure 5.3 shows that very few sub-places represent situa-
tions where the mix of occupation groups in the sub-place is similar to the mix for the
city as a whole (light grey sub-places). Turquoise-shaded areas in the upper maps of
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Fig. 5.3 Location quotient of top and bottom occupations in Johannesburg, 2001-2011. Data
sources Quantec (2014, 2016)
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Fig. 5.3 are those in which top occupations are overrepresented while areas shaded
brown in the upper figures are those in which top occupations are underrepresented.
The highly clustered overrepresentation of top occupations (LQ higher than 1.10)
in 2001 and 2011 is apparent in much of northern Johannesburg, and some isolated
parts of southern Johannesburg. By contrast, the Johannesburg CBD and townships,
such as Diepsloot, Soweto and Orange Farm show an underrepresentation of top
occupations in 2001 and 2011. By 2011, the underrepresentation of top occupations
decreased slightly in some areas, particularly in Soweto, Cosmo City and north of
Orange Farm. Their significant underrepresentation directly east of Sandton is due to
the presence of the working-class township of Alexandra. From 1912, black people
were able to own land in the ‘freehold’ settlement of Alexandra, and as the city grew
north, Alexandra became an unusual case of a centrally-located township.

In the lower two maps, turquoise-shaded areas are those in which bottom occu-
pations are overrepresented, while brown is where they are underrepresented. Those
employed in bottom occupations are less spatially clustered than those employed in
top occupations, but they are overrepresented on the fringes of the city and in town-
ships like Soweto and Diepsloot (Fig. 5.3). The residential population of the Johan-
nesburg CBD shows a slight underrepresentation of bottom occupations in 2001,
increasing in 2011. Given that the CBD population is also highly underrepresented
by top occupations, it is likely that the CBD provides affordable homes and easy
access to middle occupations such as technicians, clerks, service workers and trades
workers. In 2001, bottom occupations were slightly overrepresented (LQ between
1.11 and 2.5) in some suburbs surrounding Sandton. These concentrations around
Sandton would include domestic workers that lived on the properties of middle- and
upper-class employers. As anticipated above, we see evidence for the reduction of
this employment category in these suburbs by 2011 as such workers now commute
from townships and other settlements. The increasing underrepresentation of bottom
occupations is even more striking in the arc of suburbs west of the N1 highway. These
suburbs contain many new cluster housing developments for middle- and upper-class
home buyers but provide limited accommodation for domestic workers.

5.4.3 Classification of Neighbourhoods by Socio-economic
Composition

The socio-economic status (SES) of neighbourhoods can be determined by the
proportion of occupations that are considered top, middle or bottom occupations. For
the neighbourhood classification in Fig. 5.4, the classification used by Marci “nczak
et al. (2015) was altered slightly and two categories were added afterwards to allow
for the unambiguous classification of all sub-places in Johannesburg. The neighbour-
hood types that were slightly adapted include High SES (top >= 50; middle <= 35;
bottom <= 35), Middle SES (top <= 35; middle >= 50; bottom <= 35) and Low SES
(top <= 35; middle <= 35; bottom >= 50). Thereafter, the remaining uncategorised
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Fig. 5.4 Neighbourhood types in Johannesburg, 2001-2011. Data sources Quantec (2014, 2016)

sub-places were grouped into Middle and High mix SES (top >= 25; middle >= 25;
bottom <= 25) or Low and Middle mix SES (top <= 25; middle >= 25; bottom >=
25).

A clear spatial distinction exists between predominantly higher SES neighbour-
hoods in northern Johannesburg (with exceptions on the suburban fringes) and
predominantly lower SES neighbourhoods in southern Johannesburg (with the excep-
tion of a cluster of neighbourhoods south of Rosettenville which are higher SES).
This distinct separation of neighbourhoods echoes the observation by Crankshaw
(2008: 1701) that “all the neighbourhoods with more than two thirds of the popula-
tion being middle class are in the northern suburbs, none are in the South”. Suburbs
between the N1 and M1 highways (which also contain the most expensive properties
in the city) are predominantly high, middle to high or mixed SES, with an increase in
high SES suburbs north of Sandton in 201 1. Suburbs with mixed SES around Sandton
and Midrand could be attributed to two possible characteristics. First, there may be
quite different occupation ranks within one household resulting from gender, age and
other stratifications in the labour market. Second, it could reflect the development of
relatively affordable cluster housing that has made these areas accessible to residents
employed in a greater mix of occupations. Low and polarised SES suburbs around
Sandton in 2001 are likely associated with the overrepresentation of top and bottom
occupations discussed alongside Fig. 5.3, above, and largely disappears by 2011.
The lower SES of Alexandra, directly east of high SES areas around Sandton, is a
striking feature of Johannesburg’s geography.
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The development of large luxury gated estates, private commercial investment and
cluster housing around Midrand has also shifted neighbourhoods from mixed SES
to high SES. Meanwhile, some public housing projects have also made a measurable
difference to socio-economic desegregation. The area labelled Cosmo City was low
to middle SES and low SES in 2001. With the construction of a major state-led
housing project there from 2004, the occupation mix had elevated to middle SES by
2011. Moreover, the category middle SES contains a mix of top, middle and bottom
occupations and this suggests that Cosmo City has achieved its goal of creating a more
mixed-income urban environment than had been achieved in previous public housing
projects. Figure 5.4 also indicates that the Johannesburg CBD has an increasingly
middle SES. In the south of Johannesburg, the classification of suburbs in townships
are a testament to the socio-economic mix of these residential spaces. Soweto is
almost entirely characterised by middle SES, a change that is partly due to the
removal and formalisation of informal settlements in the township (Huchzermeyer
et al. 2014).

5.4.4 Location of Top Socio-economic Status Groups in 2001
and 2011

In 2001 and 2011, the top 20% of managers and professionals lived in 2% of sub-
places in Johannesburg (Fig. 5.5). The location of the quintile 1 sub-places has not
changed substantially but remains mostly located north and west of Sandton. No
more than two of these sub-places were located south of the Johannesburg CBD in
either 2001 or 2011. It is important to bear in mind that the quintile 1 sub-places
have relatively low population densities and vary in geographic size, especially in
comparison to dense sub-places in townships such as Soweto and Diepsloot. Quintile
1 suburbs were established throughout the twentieth century with freestanding houses
on large plots. From the 1990s, many of these neighbourhoods were retrofitted with
access control gates and new suburban developments were built with fences and
gates from the outset while also attracting substantial private commercial and retail
investment (Fig. 5.1). In this representation of the concentration of top occupations,
it is again evident that the proportion of top occupations increased in sub-places close
to the northern edge of Johannesburg (e.g. around Midrand). There has also been a
slight increase in the proportion of top occupations in parts of Soweto and in Cosmo
City.
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Fig. 5.5 The concentration of the top socio-economic group in Johannesburg, 2001-2011. Data
sources Quantec (2014, 2016)

5.5 Conclusion

Segregation by race was apartheid’s defining ambition, and one that was actively
pursued until the political transition of the early 1990s. In attempting to stratify
society and space racially, the programmes of white minority governments also influ-
enced socio-economic stratification. They produced settlements with cheaper prop-
erty for the black working class and more expensive suburbs for the white working
class, middle class and elites. Since the end of apartheid, income inequality amongst
black people has grown dramatically. Given the strong purchasing power of some
black, Indian and coloured people, suburbs once set aside for white people are now
racially diverse.

Yet the calculations presented in this chapter show the way in which different occu-
pations continue to be segregated. The transition from a Fordist secondary economy to
a post-Fordist service economy has served some better than others (Beall et al. 2002;
Crankshaw 2008) and unemployment also remains high. Managerial jobs have been
particularly robust, consolidating and expanding the position of those at the high-
earning end of the income spectrum. Machine operators have diminished, while in
their place low paid unskilled, industrial and retail sector categories have grown. The
effect of this employment profile is that the Gini coefficient in Johannesburg remains
amongst the highest in the world. Thus, the repeal of racial restrictions has no bearing
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on the inability of the low-earning black majority to afford housing in more expen-
sive suburbs once reserved for white occupation. The dissimilarity index between
top and bottom occupation groups decreased slightly between the 2001 and 2011
censuses but increased between other occupation groups. The concentrations of top
and bottom occupations illustrate the polarised structure of Johannesburg described
by Crankshaw (2008) as being divided into northern suburbs (mostly middle class)
and the southern suburbs or townships (mostly working class).

Residential development and job markets have both reproduced the spatial nature
of socio-economic inequality and facilitated key changes. Although state-provided
housing might have acted somewhat independently of the market to break up
these patterns, it has largely failed to do so. Essentially, long-term and deeply
entrenched inequalities have not changed substantially notwithstanding the scrapping
of apartheid segregation. The 2016 Johannesburg Spatial Development Framework
recognises these enduring patterns of socio-economic segregation and the city has
subsequently proposed more proactive responses to the situation, including densifi-
cation along transit corridors and inclusionary housing. Our analysis does suggest
that state housing developments such as Cosmo City has enabled a greater mix of
occupations than what was previously possible. Whether these proactive measures
can offset market-led production of residential space is an important issue for the
coming decades.
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Chapter 6 )
Dual Land Regime, Income Inequalities e
and Multifaceted Socio-Economic

and Spatial Segregation in Hong Kong

Mee Kam Ng, Yuk Tai Lau, Huiwei Chen, and Sylvia He

Abstract Hong Kong has a dual land regime in the urban and rural territories. The
urban areas on both sides of Victoria Harbour (8.8% of land, excluding Country Parks
on Hong Kong Island) and new towns (about 15.3% of land) house over 90% of the
city’s population (about 7.5 million) with an extremely high population density of
about 26,000 per km?. After deducting Country Parks and Special Areas (about 40%
of land), the rest of the rural New Territories (traditional settlements leased by the
British Government in 1898 for 99 years) constitutes about 35% of land, but houses
5.5% of all residents with a substantially lower population density of about 1,000
per km?. China’s Open Door Policy since 1978 has led to economic restructuring
in Hong Kong, changing its occupational structure, intensifying income inequality,
and leading to socio-economic and spatial segregation. Whilst the affluent classes
continue to concentrate in traditionally central locations in urban areas, or in luxurious
residential enclaves in rural New Territories, the less well-off tend to be marginalised
and live in remote new towns or rural New Territories. The latter is also a result
of a skewed power relationship between the government and the property sector
in directing spatial development that breeds a hegemonic (dis)course and regime
of urban-biased and property-dominant development, sustaining the government’s
coffer through a high land price policy.
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6.1 Introduction

This chapter illustrates and explains the situation and the underlying causes of socio-
economic and spatial segregation in Hong Kong, beginning with a brief introduction
of the city’s dual land regime, housing structure and welfare system. It then high-
lights the relationship between welfare provision, economic restructuring and income
polarisation since the 1980s when Hong Kong metamorphosed from a manufacturing
city to a global financial centre due to China’s Open Door Policy. Based on the spatial
patterns of residential segregation of different socio-economic classes, we conclude
that in addition to income polarisation and ever-rising house prices, the urban-biased
and property-dominant mode of (re)development has led to socio-economic and
spatial segregation in Hong Kong. Also, this situation is expected to perpetuate in
the foreseeable future if the dual land regime is not changed.

6.2 Context

6.2.1 Dual Land Regime

Hong Kong was a British colony from 1842 to 1997. The city was handed over to
Chinese rule as a Special Administrative Region in July 1997. Currently, about 7.5
million inhabitants dwell within an area of 1,106 km? (CSD 2019) (Fig. 6.1). After
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excluding Country Parks and Special Areas (as ‘Protected areas’ that occupy 443
km? or 40% of Hong Kong’s total land area) within which urban development is
strictly prohibited, the actual territorial population density is about 11,000 per km?.

However, there is a dual land regime in Hong Kong as reflected in different
population densities between the urbanised areas (Hong Kong Island, Kowloon and
new towns, that is, about 24.1% of land area) with an average population density of
about 26,000 per km?, and the rural New Territories (with village-type settlements,
brownfield sites, agricultural land and green belts, etc.) occupying 35% of the land
with a population density of about 1,000 per km?. Such a striking difference in
population density has to do with the city’s colonial history. Colonial Hong Kong
started with the ceded territories of Hong Kong Island and Kowloon Peninsula in the
mid-nineteenth century, forming the existing densely populated urban areas. Unlike
Hong Kong Island and Kowloon Peninsula, the New Territories where the existence
of indigenous villagers predated the colonists, were only leased to Britain in 1898
for 99 years.

Urban development activities in the New Territories were minimal before the
urban riots in 1966 and 1967. After the riots, in order to pacify the restless population,
the colonial government started to build public housing through developing new
towns in the 1970s (Glaser et al. 1991). Developed from market towns or along
the coast by land reclamation, the nine new towns now form pockets of densely
populated urbanised zones in the New Territories. The vast ‘rural’ area in the rest
(about 35%) of the New Territories accommodate only around 5.5% or 412,500 of
Hong Kong’s 7.5 million population (CSD 2017a). Contrary to the urban areas and
new towns, urban planning was not extended to the rural New Territories until 1991,
seven years after a court case that allowed farmland to be converted into storage
sites (Lai and Ho 2002). Consequently, massive brownfield sites with a diversity of
land uses emerged, including most notably open storage. They serve the opening and
rapid industrialising economy across the border in mainland China (Chau and Lai
2004).

To accommodate population growth and economic development, the Hong Kong
government has relied on massive land reclamation within and beyond Victoria
Harbour and incessant redevelopment of old and low-rise tenement buildings to make
way for high-rise residential apartments (Ng 1998; Adams and Hastings 2001). This
urban-biased (re)development strategy has boosted land values and the emergence
of gated private housing estates (Wong et al. 2011) that are unaffordable for most
Hong Kong residents. As house prices in Hong Kong rank the top among other world
cities (Gurran and Bramley 2017), many less well-off residents have to rely on public
housing (mostly located in Kowloon and new towns) or move to smaller dwellings
or remote locations.
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6.2.2 Housing System

Public housing accommodates a significant proportion of households in Hong Kong
(Fig. 6.2) (Forrest and Yip 2014; Valenca 2015). The proportion of households living
in public housing (i.e. public rental housing units and subsidised sale flats in Fig. 6.2)
only declined slightly from 46.2% in 2001 to 45.7% in 2016 (CSD 2012 and 2017a).
Yet, the focus of public housing provision has shifted from rental housing to assisted
home ownership. Since its inception in the 1950s, public rental housing can be
regarded as a major welfare provision (Ronald and Doling 2010), contributing much
to poverty alleviation (Guo et al. 2018). Currently, about 30% of households in
Hong Kong live in public rental housing units (CSD 2017a). Another pillar of Hong
Kong’s public housing system is the Home Ownership Scheme (HOS; corresponding
to ‘subsidised sale flats’ in Fig. 6.2), established in the late 1970s to assist low- and
middle-income households to achieve home ownership (Lee et al. 2014). In 2016,
about 15% of households in Hong Kong lived in HOS dwellings (CSD 2017a).
Public housing is thus crucial for satisfying the housing needs of the middle and
lower classes in Hong Kong (Lau and Murie 2017).

The percentage of households living in owner-occupied units decreased slightly
from 2001 to 2016 (CSD 2002 and 2017a), implying more households have entered
the private rental market. In 2016, about 450,000 households (about 1.3 million
people) rented private dwellings (CSD 2018a), of which about 92,000 households

Percentage of domestic household by housing type, 1981-2016

1981 33.4% 47.4% [94% [ 9.3% |
1986 35.5% 4.09 44.0% [8.9% [7.6% |
1991 36.5% 7.3% 44.7% [73%] ]
_ 199 35.5% 10.7% 43.7% [7.8% [ |
S
> 2001 30.6% 15.6% 452% [74%]]
2006 31.0% 16.3% 44.8% [7.0%]]
2011 30.4% 15.9% 45.3% [75% ]
2016 30.4% 15.3% 46.0% [7.5%]]
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Fig. 6.2 The evolution of housing structure in Hong Kong, 1981-2016 (Reproduced from CSD
1993, 2007, 2012, 2017a)
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(around 210,000 people) lived in subdivided units (CSD 2018b). Given popula-
tion growth due to immigration from China, stagnant income levels and skyrock-
eting house prices, the population living in subdivided units with harsh conditions
is expected to increase. Meanwhile, the city’s house price to income ratio of 20.9 is
one of the highest in the developed world (compared with Singapore: 4.6; New York
City: 5.5 and Greater London: 8.3) (Bertaud 2018; Ng 2018). As house prices keep
increasing, property ownership leads to a widening wealth gap in Hong Kong. For the
indigenous population in rural New Territories, the colonial government introduced
the ‘Small House Policy’ in 1972 to satisfy their housing needs in the course of new
town development. Under this policy, adult male indigenous inhabitants are entitled
with rights to build a village house of 700 ft*> (approx. 65 m?) up to three stories in
approved villages in the New Territories (Hayes 2007).

6.2.3 Welfare System and Inequality

Despite the extensive provision of public housing, Hong Kong has never been a
welfare state. The government spending in Hong Kong has been capped to around
18% of GDP, much lower than in the USA (37.8%), Britain (41.6%) or Japan (38.7%)
(Miller et al. 2019). Education is the largest component of recurrent government
expenditure, amounting to about 17.3% of total government spending in the 2016/17
fiscal year (HKSAR Government 2017a). In September 2009, the 9-year free educa-
tion system was extended to 12 years, allowing school-age children to receive, respec-
tively, 6 years of free primary and secondary education (HKSAR Government 2008).
In addition, subsidised tertiary education is provided by eight universities financed
by public funds (HKSAR Government 2018b). Health care also constitutes 17% of
the government’s total spending. The public sector provides around 74% of inpatient
and specialist medical services expenditure. In late 2016, there were around 28,000
beds in all public hospitals and institutions under the management of the statutory
Hospital Authority (HKSAR Government 2017a). The bed-population ratio in public
hospitals is about 3.8 per 1,000, which is comparable to the aggregate ratio of public
and private hospital beds in Britain (2.8 in 2013), USA (2.9 in 2012), Japan (13.3 in
2013) and Singapore (3.2 in 2014) (HKSAR Government 2016).

As of 2019, Hong Kong has no public pension system. Retirement security provi-
sion has been delegated to the private sector via the Mandatory Provident Fund (MPF)
scheme, in operation since 2000. The MPF scheme requires the working population
and employers to contribute an aggregate sum of 10% of individuals’ total monthly
salary to pension schemes offered by the private sector (Sawada 2004; Lee et al.
2014). Since the MPF contributions are tied to salaries, the non-working population
is not covered by the MPF scheme. Nevertheless, several cash transfer policies from
the public sector exist in the city.

An important cash transfer is the Comprehensive Social Security Assistance
(CSSA), which is means-tested for the economically vulnerable to support their
basic needs (SWD 2018a). Between 2001 and 2016, more than half of all CSSA
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recipients were elderly people. There are also two cash benefits for the elderly: Old
Age Allowance (OAA) and Old Age Living Allowance (OALA). The former is a
non-means-tested allowance given to the elderly aged 70 or above (Lee et al. 2014).
The latter, introduced in 2013, is means-tested for poor elderly people aged 65 or
above with monthly income and assets lower than a defined level (SWD 2018b).

Cash transfers and subsidies are also available in transport. To facilitate commu-
nity participation and social inclusion of the elderly and the disabled population, a
scheme was launched in June 2012 to cover major transport modes, and the beneficia-
ries only need to spend HK$2.0 (US$0.25) for each trip whilst the fare differentials
are subsidised by the government (TD 2018). In January 2019, the government intro-
duced the Public Transport Fare Subsidy Scheme. If the monthly transport-related
expenditures of commuters exceed HK$400 (US$51.3), the exceeded expenses are
entitled to a cash rebate equivalent to 25% of travelling expenditure with a monthly
maximum of HK$300 (US$38.5). This scheme aims particularly at lessening the
transport burden of long-haul commuters in new towns and rural New Territories
(HKSAR Government 2018a).

The Gini Index offers a clear indication of income inequality in Hong Kong.
Notwithstanding the enhancement of welfare provision over recent decades, the index
soared from 0.451 in 1981, surpassed the 0.5 mark in 1996 and then gradually
climbed to 0.539in 2016 (HKSAR Government 2017b), the largest inequality among
all developed economies (Central Intelligence Agency 2019). Such upward trend
suggests that occupational polarisation due to economic restructuring has brought
about income polarisation in Hong Kong.

6.3 Census Data and Spatial Units

In this chapter, data obtained from the 2001 and 2011 Population Census and the
2016 By-census are used for the segregation analysis. Each dataset consists of data
with nine occupational groups, categorised according to the International Standard
Classification of Occupation (ISCO) published by International Labour Organisation
(ILO). The ISCO-08 version is applied in the 2011 Census and the 2016 By-census,
whilst ISCO-88 is applied in the 2001 Census (CSD 2017b). The nine occupational
groups are further classified into three large socio-economic status (SES) groups
based on their income:

Top SES (income) group (TOP)

— Managers and Administrators (MAN)
— Professionals (PRO)

Middle SES (income) group (MID)

— Associate Professionals (APR)
— Clerical Support Workers (CLE)
— Craft and Related Workers (CRA)
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Bottom SES (income) group (BOT)

Service and Sales Workers (SER)
Plant and Machine Operators (MAC)
Elementary Occupations (ELE)
— Skilled Agricultural and Fishery Workers; and Occupations not Classifiable
(data are combined with ‘Elementary Occupations’ in the analysis).

In 2016, the average gross median monthly income of the top SES group
was HK$39,500 (US$5,064), whilst the corresponding figures of the middle SES
group and the bottom SES group were HK$16,750 (US$2,147) and HK$10,750
(US$1,378), respectively, compared with the city’s overall median of HK$15,000
(US$1,923) (CSD 2017b). The spatial (or neighbourhood) unit used for the analyses
is Large Street Block Group (LSBG). LSBG is the smallest spatial unit that contains
sufficient relevant census data available for public access, and each LSBG consists
of a street block cluster. In all three snapshot years, the average area and population
of urban LSBGs were 0.18km? and 2,162, whereas rural LSBGs were 2.2km? and
934, respectively.

6.4 Spatial Patterns of Occupational and Income
Disparities

6.4.1 Changing Occupational Structure and Growing
Income Disparity

Hong Kong’s economy has undergone tertiarisation since the 1980s after the imple-
mentation of the Open Door Policy in mainland China. The enlargement of the tertiary
sector took place in tandem with the shrinkage of the secondary sector. By the early
2000s, the tertiary sector had become the mainstay of Hong Kong’s economy. From
2001 to 2016, the proportion of the working population (excluding foreign domestic
helpers) classified as managers and administrators as well as professionals (i.e. high
paid tertiary workers) grew from 17.3 to 18.8%, whilst the corresponding figure of
services and sales workers as well as elementary occupations (i.e. low-income tertiary
workers) rose from 30.9 to 32.5% (Fig. 6.3). Between 2001 and 2016, the average
gross median monthly income of high paid tertiary workers increased by 41.1%
from US$3,590 to US$5,064, outstripping significantly that of low-income tertiary
workers with the corresponding growth (i.e. 31.9%) from US$924 to US$1,218.
Although the implementation of Statutory Minimum Wage since 2011 has prob-
ably led to the income increases of the latter occupational groups (CSD 2007 and
2017a), the figures still show widening income disparities between the high-income
and low-income tertiary workers over time.

Whilst 98% of business units in Hong Kong are Small and Medium Enterprises
(SME?5), they provide only 45% of employment (LegCo 2018). The profitability



120 M. K. Ng et al.

Occupational structure of Hong Kong in 2001, 2011 and 2016

2001 17.3% 44.0% | 38.7% |
2011 45.8% [ 363% |

2016 18.8% 44.0% | 37.2% |
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Occupational structure of Hong Kong in 2001, 2011 and 2016
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Fig. 6.3 Occupational structure of Hong Kong, 2001-2016 (Reproduced from the datasets of
2001 and 2011 Population Census and 2016 By-census, CSD) *Please refer to Sect. 6.3 for the
abbreviations of occupational groups

gap between SMEs and non-SMEs, as shown by the difference in profit ratios, had
widened from 2.7 in 2011 to 6.7 in 2016 (LegCo 2018). This may also reflect the
widening income gap between SME and non-SME employees. Occupational and
income disparities have worsened the issue of housing affordability in Hong Kong,
whilst the urban-biased and property-dominant (re)development strategy has led to
escalating house prices. Since 2000, property prices and rental values have been
tripled and doubled, respectively (see Fig. 6.4). This has led to increasing levels of
spatial segregation, which can be illustrated by two quantitative approaches: Index of
Dissimilarity (IoD) measuring the evenness of distribution of various occupational
groups, and Location Quotient (LQ) serving to investigate the patterns of spatial
concentration of selected occupational groups.

6.4.2 Socio-Economic Segregation

Tables 6.1 and 6.2 display the IoD between various occupational groups in specified
years. Generally, socio-economic segregation increased in Hong Kong between 2001
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Property price and rental indices of Hong Kong, 1981-2018
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Fig. 6.4 Property price and rental indices of Hong Kong, 1981-2018 (Reproduced from Rating
and Valuation Department 2019a, b.

Table 6.1 Index of Dissimilarity (multiplied by 100) between the occupational groups in Hong
Kong in 2001, 2011 and 2016
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and 2011, but then slightly decreased until 2016. The economy was very bad in the
first decade of the millennium due to economic depression induced by the Asian
financial crisis in 1997 and epidemic outbreak such as bird’s flu and SARS in the
early 2000s, triggering the acceleration of ‘neoliberal’ policies. When the economy
gradually improved, the government implemented more social policies and hence
segregation was slightly attenuated. Nevertheless, the figures between top and bottom
SES groups in all three years stand much higher from the rest. This numerical pattern
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reveals apparent segregation between top and bottom SES working population as well
as the persistence of self-segregation of the top SES workforce.

6.4.3 Residential Locations of Top and Bottom SES
Workforce

Figure 6.5 shows the distribution of neighbourhoods with top SES working popu-
lation in 2001 and 2016. In this figure, all neighbourhoods are categorised into five
quintiles (Q1-Q5), each of which accommodates about 20% of Hong Kong’s top SES
working population. Seemingly, quite a number of neighbourhoods with large top
SES working populations (Q1-Q3) were initially concentrated in the formally ceded
territories of Hong Kong Island and Kowloon. As time passed, more neighbourhoods
in new towns had a large top SES working population. This may contribute to a slim
drop in the extent of segregation. Owing to the compact urban environment of Hong
Kong, neighbourhoods with the largest top SES working population (categorised as
Q1) are usually located in high-density residential areas, some of which are coastal
areas with beautiful sea views or recently redeveloped districts. Additionally, these
neighbourhoods often consist of middle-class private housing estates and gated resi-
dential areas with detached houses. It should, however, be noted that traditionally
wealthy residential areas such as southern Hong Kong Island and Kowloon Tong are
not featured in the maps because these districts are of much lower density and hence
they accommodate a smaller number of top SES workers.

There is a huge wealth gap even within the top SES working population, and the
prohibitively high house prices in wealthy residential areas in Hong Kong mean that
these areas are only accessible to a very small percentage of the top SES group. The
rest of the top SES workforce thus mostly live in more densely populated middle-class
residential areas in which Q1 neighbourhoods are located.

The LQ analysis offers us another perspective to examine residential locations of
various SES groups. An LQ value greater and smaller than 1.0 indicates a higher and
lower share of an occupational group within a neighbourhood than the city’s overall
share, respectively, whilst a value of 1.0 implies an equal share of an occupational
group compared to the city as a whole. Figures 6.6 and 6.7 depict the spatial distri-
bution of residence of top SES and bottom SES working population, respectively.
According to Fig. 6.6, the residential distribution of top SES working population
in 2001 is clustered around The Peak, southern coast of Hong Kong Island and
Kowloon Tong. These are areas where luxurious residences and detached houses
dominate. Meanwhile, fewer neighbourhoods in the New Territories had their LQ
exceeding 1.0. The distribution of the top group became more even in 2016 as some
neighbourhoods in the New Territories experienced LQ increases due to large-scale
low-density gated residential developments, whilst the LQ decreased in conventional
wealthy residential areas as a result of the reduction of top SES workers who might
move to the newly completed gated communities in the New Territories. Whilst still



6 Dual Land Regime, Income Inequalities and Multifaceted Socio- ... 123

2001
Top SES working population
o o &
o [ o
I 03 [ | Protected area and airport
Hong Kong Urban Area
2016
Top SES working population
o o &
Bl [ Jos
I 03 [ ] Protected area and airport

Hong Kong Urban Area

0 10 20 30 40 Kilometres
L

Fig. 6.5 Spatial distribution of residential location of top SES group in Hong Kong, in 2001 and
2016. Planning data reproduced with permission of the director of planning. © Hong Kong

evident, self-segregation of top SES working population has become less pronounced
in the study period as the decrease in top SES workers in conventional wealthy areas
was largely replaced by middle SES workers after 2011. This might be a result of
the retirement of the top SES workers with off-springs still in their middle career.
The residential distribution of bottom SES workers (Fig. 6.7) was comparatively
even throughout the study period. However, some spatial clusters were still visible
in urban areas where public housing and old tenement buildings dominated such as
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Fig. 6.6 LQ map of top SES group in Hong Kong, in 2001 and 2016. Planning data reproduced
with permission of the director of planning. © Hong Kong

Chai Wan on Hong Kong Island, Sham Shui Po and Kwun Tong in Kowloon as well
as new towns farther away from urban areas. Notwithstanding the existence of the
above clusters, the spatial concentration of bottom SES group was less marked than
that of top SES group.

Additionally, some neighbourhoods in urban areas had significant LQ fluctuations
in top and bottom SES working population. For example, some neighbourhoods in
Wan Chai, a rapidly gentrifying inner-city area, experienced marked LQ increases in
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Fig. 6.7 LQ map of bottom SES group in Hong Kong, in 2001 and 2016. Planning data reproduced
with permission of the director of planning. © Hong Kong

top SES working population due to the completion of urban redevelopment projects.
Meanwhile, neighbourhoods affected by urban renewal projects in Kwun Tong, an
industrial and working-class residential area in east Kowloon transforming into a
new commercial district, experienced a relatively significant LQ decrease in bottom
SES working population.
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6.4.4 Socio-Economic Composition of Neighbourhoods

To further examine the pattern of residential segregation, all neighbourhoods are
categorised in accordance with their respective proportions of working population
from different SES groups. As shown in Fig. 6.8, the majority of neighbourhoods
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Fig. 6.8 Spatial distribution of neighbourhoods classified by SES in Hong Kong, in 2001 and 2016
(Reproduced from the classification provided by Marci “nczak et al2015. Planning data reproduced
with permission of the director of planning. © Hong Kong)
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in Hong Kong can be categorised as mixed (Middle/Top or Middle/Bottom) SES
neighbourhoods during the study period, meaning that most neighbourhoods are
socio-economically heterogeneous. This situation is probably due to a compact and
dense urban living environment where populations with diverse SES have to be
accommodated within small areas. Yet, the distribution of ‘Middle/Top SES’ and
‘Middle/Bottom SES’ neighbourhoods is rather distinctive, echoing the distribution
of the top and bottom SES workforce.

In urban areas, ‘Middle/Top SES’ neighbourhoods can be found in middle-class
and wealthy residential areas, such as the northern coast of Hong Kong Island and
coastal areas of Kowloon Peninsula (where gated private high-rise residential towers
were built), as well as central Kowloon, a low-density residential area. On the other
hand, ‘Middle/Bottom SES’ neighbourhoods are located in inner cities and public
housing areas such as Chai Wan on Hong Kong Island as well as Sham Shui Po and
Kwun Tong in Kowloon, all of which had low LQs of the top SES working popu-
lation. The neighbourhood classification reveals clear socio-economic and spatial
segregation in the urban areas of Hong Kong.

Meanwhile, a minority of neighbourhoods labelled as ‘Middle SES’ and ‘Multi-
SES’ neighbourhoods were evenly distributed throughout the urban areas and new
towns without apparent spatial clustering. In new towns, the widespread presence of
‘Middle/Bottom SES’ neighbourhoods is probably associated with the prevalence
of public housing, often considered as neighbourhoods for low-income households.
There is sporadic existence of ‘Middle/Top SES’ neighbourhoods amidst primarily
‘Middle/Bottom SES’ ones. Hence, new towns in Hong Kong could be regarded as
residential areas mainly for the middle and bottom SES population.

Notwithstanding the prevalence of mixed SES neighbourhoods, spatial clustering
of top SES neighbourhoods within luxurious residential areas in urban areas (e.g.
The Peak and southern Hong Kong Island) was clearly observable. However, some of
these neighbourhoods were no longer dominated by top SES population and became
‘Middle/Top SES’ neighbourhoods by the end of the study period. This was probably
due to the departure of top SES population to gentrified urban areas or newly built
gated communities in the New Territories, whilst the population there was replaced
by middle SES population. Self-segregation of the top SES workforce takes place not
only in urban, but also in rural areas. In Fig. 6.8, ‘Middle/Top SES’ neighbourhoods
are confined within gated low-density residential areas with detached houses. In the
meantime, rural New Territories house the majority of agricultural workers, who are
classified as part of the bottom SES group. Together with other bottom SES workers,
they spread evenly in various typical rural settlements, thus giving rise to an extensive
‘Middle/Bottom SES’ residential area throughout rural New Territories, particularly
in northwest and northeast New Territories adjacent to the Hong Kong-Shenzhen
border.
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6.5 Underlying Causes for Socio-Spatial Segregation

Socio-spatial segregation in Hong Kong has been attributed to income polarisation
due to economic restructuring together with rising house prices since the 1980s.
After the implementation of China’s Open Door Policy in the late 1970s, economic
restructuring in Hong Kong transformed the city into a financial and service hub and
China’s strategic gateway to the global economy. As a consequence, the occupational
structure of Hong Kong changed, with a shrinking manufacturing sector and an
expanding tertiary sector (see Sect. 4.1). The tertiary sector is subdivided into high-
income tertiary sector workers (e.g. managers and administrators, professionals)
and low-income tertiary sector workers (e.g. services and sales workers, elementary
occupations). Although Hong Kong had experienced rapid and continuous economic
growth until the Asian financial crisis in late 1997 (the year Hong Kong returned to
Chinese rule), most economic benefits were skewed towards the high-income tertiary
sector including the financial and professional sectors. Therefore, top SES workers
who were engaged in related occupations experienced rapid income increases. On
the contrary, bottom SES workers, many of whom were originally employed in the
manufacturing sector that moved out of Hong Kong to mainland China since the
early 1980s, had to enter the low pay tertiary sector, sharing little, if any, benefit
from economic growth.

Concurrently, soaring house prices over recent decades have made home owner-
ship a very remote dream for those in the bottom SES workforce (see Fig. 6.4).
Even though bottom SES workers have experienced income increases, these were
severely outpaced by a massive rise of property and rental values. Therefore, bottom
SES workers mostly could not afford to buy private units and have to either apply for
public rental housing or rent low-cost private units including subdivided flats. These
types of dwellings are mostly located in new towns and in inner-city areas such as
Sham Shui Po, with relatively high proportions of the impoverished bottom SES
working population (see Fig. 6.7). Given the relatively large population size, segre-
gation of the bottom SES workforce was less pronounced than the self-segregation
of the top SES workforce over the study period.

Secondly, the urban-biased and property-dominant mode of (re)development led
by the government and property developers have sustained or even intensified socio-
spatial segregation in Hong Kong. For many decades, the Hong Kong government
has relied on massive reclamation projects to create new land along coastal areas
to accommodate urban growth and new town development, whilst the vast rural
land resources in the heart of the New Territories have been largely left untouched.
Urban development has thus long been confined to urban areas and new towns.
The Hong Kong government, as the city’s dominant landowner under the leasehold
land tenure system, has relied on high land prices and related income as major
sources (at least 20%) of revenue (Wong 2015). As a thriving property sector is
indispensable to sustain high land prices, an ‘alliance’ between the government and
big property development tycoons is perceived to have developed in the course of
urban development. To maximise profit from developing valuable land plots, the
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planning and building mechanisms have allowed property developers to build high-
rise residential blocks, especially in coastal areas with great sea views that often give
rise to ‘wall-like buildings’, ‘overshadowing’ old urban areas (Ng et al. 2011; Ng
2014; Wong et al. 2011). The exorbitant prices for these housing units mean that only
the top SES workforce can afford to live there. Hence, coastal areas in both urban
areas and new towns have become primarily top SES neighbourhoods (see Figs. 6.5
and 6.6).

Redevelopment is an alternative means of recycling scarce land resources in urban
Hong Kong. Usually, redevelopment projects are carried out by public—private part-
nership between property developers and the Urban Renewal Authority, a statutory
body responsible for facilitating urban redevelopment (Ng 2002; Ye et al. 2015).
Therefore, redevelopment projects in the city are directed towards the maximisation
of exchange value (Tang 2017) and often result in gentrification of neighbourhoods.
As residents affected by redevelopment often cannot afford soaring house prices
within their original communities of residence, they are often displaced to other
areas with lower rents such as other inner-city areas, new towns (Ye et al. 2015)
or even the rural New Territories. Meanwhile, the regenerated built environment
in redeveloped areas can only be afforded by the top SES population. As a result,
socio-economic segregation in urban Hong Kong is also characterised by the infilling
of the top SES population into gentrified inner cities and the exodus of the bottom
SES population to other inner cities and remote areas. This process is expected to
accentuate in years to come.

Interestingly, it seems that colonial legacies continue to influence the current
socio-spatial distribution of Hong Kong’s population. In urban areas, the designation
of The Peak on Hong Kong Island as a European-exclusive residential zone in the
first half of the twentieth century (Lai and Yu 2001) and the establishment of a low-
density Garden City in Kowloon Tong before World War II had attracted the elite
and affluent population for residence (Forrest et al. 2004; Lo 2005). These residential
areas are still mainly for the top SES population today. In the massive territory of the
rural New Territories where the colonial government had avoided major investments,
except for coastal areas reclaimed for new development, most neighbourhoods are
classified as ‘Middle/Bottom SES’ neighbourhoods.

6.6 Conclusion

The legacies of Hong Kong’s colonial urban development history can still be seen in
the new millennium. Dictated by historical events, a dual land regime can be seen in
Hong Kong: dense urban development had once been concentrated on Hong Kong
Island and Kowloon until the development of new towns in the 1970s; the imple-
mentation of a ‘Small House Policy’ since 1972, and the designation of conservation
areas, green belts and Sites of Special Scientific Interest in rural New Territories,
have led to low population density. Such spatial patterns of urban development and
population distribution have sustained a property-dominant mode of urban-biased
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development, a cornerstone of the government’s high land price policy to sustain its
coffer.

Meanwhile, the restructuring (or tertiarisation) of Hong Kong’s economy as a
result of the Open Door Policy in China since the 1980s has led to occupational and
income polarisation among the city’s working population. As depicted by the rising
trend of the Gini Index, the income gap widened constantly despite the improvements
in welfare provision over recent decades. The widening income gap coupled with
the astronomical rise of housing costs also intensified residential segregation in the
city, especially in urban areas and new towns.

As indicated in Tables 6.1, 6.2 and Fig. 6.8, self-segregation of the top SES
working population is arguably one of the key features of socio-spatial segregation
in Hong Kong as the IoD levels between top and bottom SES occupational groups
mostly stood at 0.5 or above throughout the study period. Spatial clustering of top
SES neighbourhoods is clearly identifiable. In the meantime, the IoD levels between
middle and bottom SES groups as well as between top and middle SES groups
generally stayed at 0.4 or below, showing no apparent residential segregation between
these occupational groups.

Contrary to other major cities where segregation is characterised by monotonous
neighbourhoods with a dominant SES and/or racial group, segregation in Hong Kong,
due to its dual land regime, is marked by the clustering of two types of socio-
economically mixed neighbourhoods: ‘Middle/Top SES’ neighbourhoods in high-
and middle-class residential areas and ‘Middle/Bottom SES’ neighbourhoods where
old tenement buildings and public housing dominate. This is especially obvious
towards the end of the study period. Such a dichotomy of socio-economically hetero-
geneous neighbourhoods, a consequence of acompact urban environment in the city’s
dual urban—rural land and density regimes, demonstrates Hong Kong’s distinctive
feature of residential and socio-economic spatial segregation.
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Chapter 7 ®)
Income Inequality and Socioeconomic e
Segregation in Jakarta

Deden Rukmana and Dinar Ramadhani

Abstract Socioeconomic segregation has become a common phenomenon, both in
the Global North and Global South, and highly relates to income inequality. The
merging of these two notions affects the geography of residential areas which are
based on the socio-occupational composition. This chapter focuses on the Jakarta
Metropolitan Area (JMA). Not only is Jakarta the largest metropolitan area in South-
east Asia, it is also one of the most dynamic. Batavia, the colonial capital of the
former Dutch East Indies in the first half of the twentieth century, was a small
urban area of approximately 150,000 residents. In the second half of the century,
Batavia became Jakarta, a megacity of 31 million people and the capital of inde-
pendent Indonesia was beset with most of the same urban problems experienced
in twenty-first-century Southeast Asia, including poverty, income inequality, and
socioeconomic segregation. This study aims to identify the correlation among income
inequality, socioeconomic segregation, and other institutional and contextual factors
which caused residential segregation in JMA. The analysis consists of two stages.
First, we examine income inequality measured by the Gini Index as well as the occu-
pational structure based on the International Standard Classification of Occupations
(ISCO). Second, we investigate residential segregation by using the Dissimilarity
Index as a result of socioeconomic intermixing in residential areas. The data in this
study comes from multiple sources including Indonesia’s Central Bureau of Statis-
tics, Indonesia’s National Socio-economic Survey (Susenas), Indonesia’s Economic
Census, Jakarta’s Regional Bureau of Statistics, and policies related to the housing
system and investment in the JMA. This study also produces maps of socioeconomic
segregation patterns from several sources including Jakarta’s Geospatial Information
Centre, Jakarta’s Spatial Plan Information System, and the Indonesian Poverty Map
by the SMERU Research Institute.
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7.1 Introduction

Socioeconomic segregation has become a common phenomenon, both in the Global
North and the Global South, and is strongly related to income inequality. The residen-
tial geography of income inequality represents where different income groups live,
but also affects an individual’s spatial opportunity structures. This study will focus
on residential segregation in the metropolitan region of Jakarta. Not only is Jakarta
the largest metropolitan area in Southeast Asia, it is also one of the most dynamic.
Batavia, which used to be the colonial capital of the Dutch East Indies in the first half
of the twentieth century was a small urban area of approximately 150,000 residents.
In the second half of the twentieth century, Batavia became Jakarta, a megacity of
31 million people and the capital of independent Indonesia was beset with most of
the same urban problems experienced in twenty-first-century Southeast Asia.

The modern city of Jakarta was envisioned by President Soekarno in the early
1960s. He used the 1962 Asian Games to modernize Jakarta by building the national
monument of Monas, government and parliament buildings, shopping plazas, the
national stadium, and hotels. The New Order regime continued such development
while Indonesia enjoyed steady economic growth during the 1980s and 1990s. The
boom of the property sector through foreign and domestic investments transformed
Jakarta as it gained the status as a global city. Jakarta has been the powerhouse of
Indonesia’s economy since the colonial era due to its high concentration of skilled
labor and entrepreneurs and Jakarta’s dominance in the financial and business sector
(Firman 2008; Salim and Kombaitan 2009). Jakarta is also the most attractive area for
domestic and foreign investment in Indonesia. Jakarta’s contribution to Indonesia’s
GDP increased from 14.9% in 2000 to 16.7% in 2010 and 17.5% in 2016.

Despite robust development and economic growth, Jakarta remains a place of
poverty. The contrast between rich and poor is highly pronounced in many parts
of the city (Prasetyanti 2015; Salim et al. 2019). Many modern towers in Jakarta
are surrounded by kampungs, which are unplanned, incrementally developed areas
with small plots of land and low-quality building structures and materials and are
often associated with slums (Winarso 2010). Most of the inhabitants of kampungs
are low-income residents.

This chapter explores income inequality and residential segregation between
socioeconomic groups in Jakarta, and the institutional and contextual factors that
cause residential segregation in the metropolitan region of Jakarta. The analysis
consists of two stages. First, we examine income inequality measured by the Gini
Index as well as the occupational structure based on the International Standard Clas-
sification of Occupations (ISCO). Second, we investigate residential segregation
by using the Location Quotients (LQs) and the Dissimilarity Index as a result of
socioeconomic intermixing in residential areas.
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This chapter uses data from multiple sources including Indonesia’s Central Bureau
of Statistics, the National Socio-Economic Survey (Susenas), the National Labor
Force Survey (Sakernas), and the Jakarta’s Regional Bureau of Statistics, as well
as policies related to the housing system and investment in the metropolitan region
of Jakarta. The study will also create maps representing socioeconomic segrega-
tion patterns and the data will be obtained from several sources including Jakarta’s
Geospatial Information Centre, Jakarta’s Spatial Plan Information System, and the
Indonesian Poverty Map by the SMERU Research Institute.

7.2 Jakarta: The Core, Inner Peripheries and Outer
Peripheries

Jakarta is the capital of Indonesia and the largest city in Southeast Asia. The core of the
metropolitan region of Jakarta is called Daerah Khusus Ibukota (DKI) or the Special
Capital Region of Jakarta. DKI Jakarta has provincial government level status and
covers a total area of 664 square kilometers. DKI Jakarta consists of five municipali-
ties (West Jakarta City, East Jakarta City, Central Jakarta City, North Jakarta City, and
South Jakarta City) and 42 districts (kecamatan). The metropolitan region of Jakarta
is popularly known as Jabodetabek, taken from the initial letters of the administra-
tive units of Jakarta, Bogor, Depok, Tangerang, and Bekasi. Jabodetabek consists
of the core, inner peripheries, and outer peripheries. The inner peripheries of the
metropolitan region of Jakarta include four municipalities (City of Tangerang, City
of South Tangerang, City of Depok, City of Bekasi), whereas the outer peripheries
of Jabodetabek include the City of Bogor, Tangerang Regency, and Bekasi Regency.
The peripheries of Jabodetabek are within the jurisdiction of two provinces. The City
of Bogor, City of Depok, City of Bekasi, and Bekasi Regency are within the juris-
diction of West Java Province, whereas Tangerang City, City of South Tangerang,
and Tangerang Regency are within the jurisdiction of Banten Province as shown
in Fig. 7.1. The metropolitan region of Jakarta covers a total area of 6,392 square
kilometers. The four municipalities within the inner peripheries of Jabodetabek are
founded in the 1990s and 2000s. Tangerang City, City of Bekasi, City of Depok,
and City of South Tangerang were founded in 1993, 1996, 1999, and 2008, respec-
tively. Depok City seceded from Bogor Regency and Bekasi City was part of Bekasi
Regency. Meanwhile, Tangerang City and City of South Tangerang seceded from
Tangerang Regency.

The population of Jakarta was about 115,000 in 1900, and increased to 544,823
in 1940. After Independence, Jakarta’s population increased by nearly three times
to 1.43 million in 1950. It increased to 2.91 million in 1960 and 4.47 million in
1970. Table 7.1 shows the population of the metropolitan region of Jakarta including
Jakarta, the inner and outer peripheries of Jakarta, from 1990 to 2010 and 2015. All
data come from the population censuses, except the population data of 2015 from
the intercensal survey of Indonesia (SUPAS). The population of the metropolitan
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Fig. 7.1 Map of the metropolitan region of Jakarta

region of Jakarta increased from 17.14 million in 1990, to 20.63 million in 2000,

to 28.01 million in 2010, and to 31.62 million in 2015. In 2015, the metropolitan

region of Jakarta accounted for 12.39% of Indonesia’s total population, while this

population resides in less than 0.3% of Indonesia’s total land area. The proportions of
Jabodetabek’s population to the total Indonesia’s population have steadily increased
from 9.6% in 1990, to 10.0% in 2000, and to 11.8% in 2010.

This chapter focuses on the core and the inner peripheries of the metropolitan
region of Jakarta or Jabodetabek including all five municipalities within DKI Jakarta
and Tangerang City, South Tangerang City, Depok City, and Bekasi City as the study
area. The selection of the core and the inner peripheries of Jabodetabek refers to
the functional urban areas (FUAs) as defined by the OECD. As shown in Fig. 7.1,
Tangerang City, South Tangerang City, Depok City, and Bekasi City are neighboring
areas of DKI Jakarta to the West, South, and East, respectively. The population
density of these municipalities in 2015 is 11,531 inhabitants per square kilometers.
The population density of each municipality in the inner peripheries of Jabodetabek
is presented in Table 7.1.

The chapter uses a report published in 2014 by the Central Board of Statistics
“Statistik Komuter Jabodetabek™ (The Statistics of Commuters in Jabodetabek) to
identify the proportion of employed residents of the peripheries of the metropolitan
region of Jakarta who work in the urban core or DKI Jakarta. According to this report
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Table 7.1 Population and population density of the metropolitan region of Jakarta in 1990-2015

Area Number of population (in millions) Area (in sq. km) | Population

1990 2000 2010 2015 density in 2015
(per sq. km)

Core 8.26 839 | 9.60 |10.17 | 664 15,316

DKI Jakarta | 8.26 839 | 9.60 |10.17 | 664 15,316

Inner n.a 493 | 7.22 | 836 |725 11,531

peripheries

City of n.a 1.33 1.80 | 2.04 |164 12,439

Tangerang

City of South |n.a 0.80 1.29 1.53 | 151 10,132

Tangerang

City of Depok |n.a 1.14 1.75 | 2.09 |200 10,450

City of Bekasi | n.a 1.66 | 238 | 2.7 |210 12,857

Outer 8.88 7.31 |11.20 |13.09 |5003 2,616

peripheries

City of Bogor | 0.27 0.75 | 0.95 1.04 | 109 9,541

Tangerang 2.77 2.02 2.84 3.36 | 960 3,500

Regency

Bekasi 2.10 1.62 | 2.63 323 | 1,270 2,543

Regency

Bogor 3.74 292 | 478 | 546 |2,664 2,049

Regency

Jabodetabek | 17.14 20.63 |28.02 |31.62 |6,392 4,946

Sources Rukmana et al. (2018), Central Board of Statistics (2015)

(Central Board of Statistics 2014), less than 15% of residents living in municipalities
within the outer peripheries of Jabodetabek, actually work in DKI Jakarta. The City
of Bogor, Tangerang Regency, Bekasi Regency, and Bogor Regency have 3.2%,
1.7%, 4.2%, and 2.8% of their residents, respectively, who commute and work in
DKI Jakarta.

Meanwhile, three municipalities within inner peripheries of the metropolitan
region of Jakarta, including Depok City, South Tangerang City, and Bekasi City,
have at least 15% of their residents who commute and work in DKI Jakarta. Depok
City, South Tangerang City, and Bekasi City have 15.7%, 15.3%, and 15.5% of their
residents, respectively, working in the core of Jabodetabek. Tangerang City is the
only municipality within the inner peripheries of Jabodetabek has less than 15%
of the residents working in DKI Jakarta (10.7%). However, Tangerang City is still
included in the study area of this chapter because of its high population density
(12,439 inhabitants per km?), and its close proximity to the core of Jabodetabek.
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7.3 Rapid Urbanization and Income Inequality

Jakarta experienced rapid urbanization in the 1980s and 1990s. The population of
the core area of Jabodetabek or DKI Jakarta increased from 6.50 million in 1980
to 8.26 million in 1990. The population of the peripheries of Jabodetabek increased
from 5.41 million to 8.88 million in the same period (Rukmana et al. 2018). In
the 1990s, Jakarta sustained the rapid growth of population, but the growth occurred
mostly in the peripheries. The core area of Jabodetabek experienced a slow growth of
population of 0.15% per year, but the peripheries of Jabodetabek experienced a very
high growth of population of 3.78% per year. In addition to a high population growth
and rural-to-urban migration, this rapid suburbanization was a result of Indonesia’s
steady economic growth and Indonesia’s growing linkages to the world economy
(Herlambang et al. 2019; Indraprahasta and Derudder 2019; Leaf 1994; Winarso
et al. 2015). In the early 1980s, agricultural areas and forests in the outskirts of
Jakarta were transformed into large-scale subdivisions and new towns (Silver 2008).
Jakarta’s suburbanization followed the development of a network of freeways from
Jakarta to the peripheries including the Jagorawi toll road, the Jakarta-Merak toll
road, and the Jakarta-Cikampek toll road (Henderson and Kuncoro 1996).

The urban development in the peripheries of Jabodetabek is a planned or regu-
lated process (Leaf 1994). It contrasts the unregulated urban growth in the Jakarta’s
kampungs. Suburban development in Jakarta is made up of large-scale housing
projects and new town developments by private developers. These housing projects
and new towns are sold to mostly middle and upper-income residents (Firman 2004;
Leaf 1994). Some of the new towns have excellent infrastructure and facilities,
including shopping malls, hospitals, and golf courses. Many middle and upper-
income residents moved from the core of the urban region to new towns in the
peripheries. The poor and lower middle-income residents of the metropolitan region
of Jakarta still live in unplanned and unregulated settlements of kampungs located
in both the core area and in the peripheries. Most residents in kampungs own their
housing units, built with low-quality building materials on small plots of land. Most
of the dwellings are constructed gradually by the residents from permanent and non-
permanent materials, depending largely on what the residents can afford (Tunas and
Peresthu 2010). Many poor kampung residents in the metropolitan region of Jakarta
are marginalized urban residents who illegally construct their dwellings on state land
such as riverbanks, disposal sites, and railway tracks, or on private unoccupied land
(Rukmana 2018; Winayanti and Lang 2004).

Jakarta is a city of dualistic contrasts (Leaf 1994). The new suburban settlements
or the ‘modern’ city are associated with wealth, formality, and globalized standards
of urban development. Meanwhile, the kampung city is associated with poverty,
informality, and traditional standards of living. The existence of new suburban
communities and kampungs in Jakarta reflects the socioeconomic dualism which
pervades Indonesia’s urban society (Leaf 1994; Winarso 2010). The dualism of
Jakarta’s society also reflects the widening socioeconomic disparities and residen-
tial segregation based on income level and lifestyle. Firman (2004) argues that the
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suburban development of Jakarta creates enclave settlements which segregate middle
and upper-income residents from low-income residents.

The 1992 Housing and Settlement Law introduced a 1:3:6 provision that requires
developers to build three middle-income and six low-income units for every high-
income housing unit. This socially integrated housing policy had two main objec-
tives including producing more affordable houses and encouraging more socially
integrated housing development through mixed-income residential areas (Mungkasa
2013; Silver 2008; Yuniati 2013). In most large-scale housing projects in the
metropolitan region of Jakarta, the developers negotiated the housing compositions
with local governments and even replaced low-cost housing units with public facil-
ities and infrastructure development (Tunas and Darmoyono 2014). The developers
circumvented the 1:3:6 regulation by building the required low-income housing
elsewhere, or not at all (Herlambang et al. 2019).

Suburban development in the region of Jakarta was disrupted by the economic
crisis which hit many Asian countries in 1997. This crisis resulted in a rapid decrease
in domestic and foreign investment in Jakarta. The annual economic growth in Jakarta
fell to minus 7% (Firman 1999). More than 450 developers who built new towns
and large-scale housing projects in the metropolitan region of Jakarta went out of
business. The property industry consolidated through mergers (Herlambang et al.
2019). By 2002, about two-fifths of the property projects in the metropolitan region
of Jakarta suddenly came to a stop (Firman 2004; Indraprahasta and Derudder 2019).

From the late 1960s to the mid-1990s, Indonesia’s income per capita increased by
5% per year and the overall Gini coefficient was about 0.33. Indonesia’s Gini coeffi-
cient is lower than those of the Philippines and Thailand (0.45) and Malaysia (0.50)
(Timmer 2007). The Asian economic crisis caused a sharp reduction in Indonesia’s
GDP of over 13% and poverty rates doubled in 1998 (Skoufias and Suryahadi 2000).
The Asian economic crisis also sharply reduced inequality in Indonesia, particularly
in the metropolitan region of Jakarta.

Indonesia’s economy recovered from the Asian economic crisis as early as 2005
(Herlambang et al. 2019). The rate of Indonesia’s economic growth was 5.7% per
year between 2004 and 2008 (Rukmana et al. 2018), and the influx of foreign
direct investment increased again in the metropolitan region of Jakarta (Indrapra-
hasta and Derudder 2019). The recovery of Indonesia’s economic growth resulted
in the construction of high-rise luxury apartments (Rukmana et al. 2018) in many
districts of the core of the metropolitan region of Jakarta such as Nerina Tower in
Cempaka Putih District, Paradise Mansion Apartment in Kalideres District, and Elpis
Residence in Sawah Besar District (Colliers International 2017). Many investors of
these apartments came from China, Singapore, Japan (Colliers International 2018).

Income inequality measures at the neighborhood level, such as sub-districts (kelu-
rahan), with a population of approximately 20,000 people are not available in
Indonesia (Roitman and Recio 2019). Unlike most census data sets in countries in the
Global North, Indonesia’s censuses do not provide information on household income.
This chapter uses the Gini Index of household expenditure as a proxy measure of
income inequality. The Gini Index of household expenditure in Indonesia was calcu-
lated and published by the SMERU Research Institute. The data source for the Gini
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Index is the National Socioeconomic Survey (Susenas) and Indonesia’s Economic
Census.

The Gini Index of household expenditure in Indonesia by districts is available
for 2010 and 2015. The average population of each district is about 100,000. The
SMERU Research Institute published the Gini Index in both years and made them
available on their website. The SMERU Research Institute stated in 2019 that the
Gini Index was developed from a series of variables from individual, household, and
sub-district levels, and that the standard error of the 2010 Gini Index derived from
the National Socioeconomic Survey (Susenas) of 2010 is large. This chapter uses
only the 2015 Gini Index due to the large standard error of the 2010 Gini Index.
We retrieved all Gini Indices for all 85 districts of the study area from the SMERU
Research Institute website. The 85 districts of the study area include 42 districts in
DKI Jakarta, 13 districts in Tangerang City, 7 districts in South Tangerang City, 11
districts in Depok City, and 12 districts Bekasi City.

The 2015 Gini Index in the study area ranges from 0.25 in Bantargebang District
of Bekasi City to 0.40 in Kelapa Gading District of DKI Jakarta’s North Jakarta City.
The 2015 Gini Index average in the area study is 0.31. This Gini Index is slightly
lower than Indonesia’s Gini Index (0.40) in the same year. The Gini Index of four
municipalities in the inner peripheries of the metropolitan region of Jakarta including
Depok City (0.30), South Tangerang City (0.31), Tangerang City (0.31), and Bekasi
City (0.30) are slightly lower than those of the municipalities in DKI Jakarta (0.33)
(Fig. 7.2).

The distribution of the 2015 Gini Index in the study area is presented in Fig. 7.3.
Five districts in the study area with the highest Gini Index are located in Central
Jakarta City (Cempaka Putih and Menteng Districts), North Jakarta City (Kelapa
Gading District), East Jakarta City (Duren Sawit District), and South Jakarta City
(Kebayoran Baru District). A high Gini Index indicates high levels of economic
inequality in those districts. In districts with high-economic inequality, many luxury
apartment buildings, shopping malls, and offices are surrounded by kampungs
(Budi 2013; Simatupang et al. 2015; Yunianto 2014). Districts with high-economic
inequality also have gated communities which represent socioeconomic enclaves for
the rich (Hun 2002). People who can afford to live in gated communities in Jakarta
do so because of security reasons (Leisch 2002). In the inner peripheries of the
metropolitan region of Jakarta, there are a number of districts with a moderate-to-
high level of income inequality. This income inequality increased in those districts
because of the existence of gated communities including in South Tangerang City
(Leisch 2002; Winarso et al. 2015; Yandri 2015), Tangerang City (Leisch 2002; Surya
Wardhani 2016), and Bekasi City (Diningrat 2015).
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Fig. 7.2 Distribution of occupational groups and change over time in the metropolitan region of
Jakarta

7.4 Changes in Occupational Structures

The economy of the metropolitan region of Jakarta is composed of very diverse
activities and related occupations. This section discusses changes in the occupation
structures in the metropolitan region of Jakarta. We use data from the annual National
Labor Force Survey (Sakernas) in three years (2011, 2015, and 2018). We use this data
to analyze the patterns of socioeconomic segregation over time. The classifications
of the economically active population by occupation in the Sakernas are in line
with those of the International Standard Classification on Occupations (ISCO). The
breakdown of occupational structures of the ISCO also relates to earlier studies on
socioeconomic segregation (Marcirficzak et al. 2015; Musterd et al. 2017).

The occupation classifications of the Sakernas has nine ISCO categories including
managers (MAN), professional (PRO), technicians (TEC), clerks (CLE), sellers
(SEL), agriculture workers (ARG), industrial workers (IND), machine operators
(MAC), and unskilled workers (UNS). The nine categories were grouped into three
broader occupational groups. The managers and professionals fall into the top occu-
pational group (TOG). The technicians, clerks, and sellers are categorized in the
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middle occupational group (MOG), while agricultural workers, industrial workers,
machine operators, and unskilled workers form the bottom occupational group
(BOG).

Figure 7.2 shows the distribution of occupational groups in 2011, 2015, and
2018 in the metropolitan region of Jakarta. It is clear that the population in Jakarta
Metropolitan Area (JMA) is dominated by the MOG, and the percentage of this
middle group has grown between 2011 and 2018. Sellers are the largest occupational
group, followed by unskilled workers, clerks, machine operators, industrial workers,
professionals, technicians, manager, and agricultural workers. The small number of
agricultural workers in the Jakarta region is due to the urban character of the region,
and the disappearance of farmland and rice fields in the JMA. The largest occupa-
tional category in the BOG consists of unskilled workers. As can be seen in Fig. 7.2,
both the TOG and MOG have been increasing from 2011 to 2018. In the meantime,
the BOG have been decreasing during the same time period. The percentage of the
TOG is far below the BOG and MOG. The number of workers in the TOG, with
high-quality human resources, is still low for a growing megacity like the JMA. The
size of this top group has hardly increased between 2011 and 2018.
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Fig. 7.3 The 2015 Gini index in the metropolitan region of Jakarta
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7.5 Levels of Residential Segregation Between
Socioeconomic Groups

The Dissimilarity Index (DI) in Table 7.2 shows the level of segregation between
the different occupational categories. This chapter uses data on the occupation struc-
ture from the annual National Labor Force Survey (Sakernas) to calculate dissimi-
larity index in the metropolitan region of Jakarta. Indonesia’s censuses or household
surveys do not provide socioeconomic information of households at the neighbor-
hood level. Data on the occupation structure derived from the annual National Labor
Force Survey (Sakernas) can only be used at the level of municipalities or higher.
We have a total of nine municipalities including five municipalities within DKI
Jakarta (West Jakarta City, East Jakarta City, Central Jakarta City, North Jakarta
City, and South Jakarta City) and four municipalities in the inner peripheries of the
metropolitan region of Jakarta (City of Tangerang, City of South Tangerang, City of
Depok, City of Bekasi). The population size of these municipalities in 2015 ranges
from 0.91 million in Central Jakarta City to 2.84 million in East Jakarta City. The
Sakernas has very limited samples at the district or sub-district levels; therefore, we
cannot use a smaller geographic unit for calculating a dissimilarity index.

In Table 7.2, the DI in 2011 is shown below the diagonal gray cells, while the DI
in 2018 is shown above the diagonal gray cells. The most prominent DI in 2011 is
segregation between agricultural workers and all other categories in the TOG and
MOG. But it has to be noted that the group of agricultural workers is very small. The
lowest DI is denoted by technicians and professionals (6.3), followed by unskilled
workers and clerks (9.7). In 2018, the highest DI is found for sellers and agricultural
workers (33.9), and the lowest DI for clerks and other categories with values below
11, except that of the agricultural workers (33.9). The lowest DI in 2018 is found for
technicians and professionals (5.6).

Table 7.2 Indices of dissimilarity (multiplied by 100) in 2011 and 2018 in the metropolitan region
of Jakarta

Jakarta

MAN PRO TEC CLE SEL AGR IND MAC UNS|TOP MID BOT
MAN 1 11 6 8 32 13 10 7
PRO 11 6 10 14 29 15 13 14
TEC 12 6 10 15 32 15 13 15
CLE 18 11 11 7 31 9 9 7
SEL 24 20 16 10 34 12 13 6
AGR 47 44 46 45 41 24 29 32
IND 24 21 25 19 18 29 10 12
MAC 15 14 17 17 21 38 12 13
UNS 16 12 14 10 12 | 38 12 12
TOP 8 9
MID 15 6
BOT 13 9
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For the broader occupational group, it can be seen that the DIs for all combi-
nations of groups are decreasing. It means that the spatial enclaves of these socio-
occupational groups are getting smaller. In other words, the segregation level among
occupational groups is decreasing and the municipalities in Jakarta are more mixed
in 2018 than in 2011. It is especially apparent in the spatial proximity between the
kampongs and neighboring luxury apartment buildings in the inner city, such as in
Mega Kuningan (Budi 2013), Menteng, and Rasuna (Simatupang et al. 2015), and
Kemayoran (Yunianto 2014).

The biggest decline is related to the DI between the TOG and MOG category,
which halves from 15 in 2011 to 7.7 in 2018. It is then followed by the 3.9 points
decrease of the TOP and BOG from 13 in 2011 to 9.1 in 2018. The smallest reduction
is found for the DI of the MOG and the BOG category from 8.6 in 2011 to 5.9 in
2018. It can also be seen that the order of the highest to smallest DI is shifting. The
order in 2011 is TOG-MOG (15), TOG-BOG (13), and MOG-BOG (8.6), while the
order in 2018 is TOG-BOG (9.1), TOG-MOG (7.7), and MOG-BOG (5.9). From the
order of the DI, it can be concluded that TOG is still the most segregated group when
compared with the others, though the gap is getting smaller.

7.6 Geography of Residential Segregation Between
Socioeconomic Groups

This section analyzes the geography of residential segregation between the top and
the bottom socioeconomic groups. We use location quotient maps for the top and
bottom occupation groups at the level of municipalities as a proxy measure of changes
in residential segregation between socioeconomic groups. Location quotients of the
occupational structure by municipalities in the study area were calculated from the
2011 and 2018 Sakernas surveys. The location quotients of the TOG in 2011 range
from 0.58 in North Jakarta City to 1.72 in Central Jakarta City. Central Jakarta
City remained as the municipality with the highest location quotient (1.45) and East
Jakarta City became the municipality with the lowest location quotient (0.88) in 2018.
The location quotients for the BOG in 2011 ranged from 0.72 (East Jakarta City) to
1.42 (Tangerang City). In 2018, East Jakarta City remained as the municipality with
the lowest location quotient (0.71) and Central Jakarta City was the municipality
with the highest location quotient for the BOG (1.75).

Figure 7.4 shows the location quotient maps for the top and bottom occupational
groups in 2011 and 2018. These maps cannot show changes in residential segregation,
but they do give an indication of changes in the geographical concentrations of
the top and bottom occupational groups at the municipal level. The TOG remains
highly concentrated in Central Jakarta City and South Tangerang City. Some luxury
apartments such as Keraton and Le Parc in Central Jakarta City reached to US$10,700
and US$5,350 per m?, respectively (Alexander 2019). This price is far higher than
the rest of the city. In contrast, the lowest land price in the inner city of Jakarta
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can be found at Kamal Muara, North Jakarta, which is worth merely US$34 per
m? (Elmanisa et al. 2016). Meanwhile, South Tangerang City has a couple of large
luxury residential areas including Bintaro Jaya and BSD City.

Central Jakarta City became a concentration area for both the TOG and BOG.
According to an interview with staff from the Housing Department of Jakarta
Province, such a concentration is the result of the fact that luxury houses and apart-
ments are increasingly found in Central Jakarta City. It is also the location of many
shopping malls, the central business district, government buildings, embassies, and
official government houses which makes the land and housing prices expensive. The
high concentration of the TOG in South Tangerang City is caused by the develop-
ment of a new central business district, and middle-upper class housing, especially
in Bumi Serpong Damai (BSD). In addition, both Central Jakarta City and South
Tangerang City have good accessibility and are connected with highways and train
routes.

In reference to Fig. 7.4a, b, many households of the top occupational group moved
from Tangerang City to the core of the metropolitan region of Jakarta. It relates to the
fact that a large industrial area is located in Tangerang. The laborers which fall into the
BOG mostly reside in Tangerang. Meanwhile, the BOG remains highly concentrated
in Central Jakarta City and Tangerang City. Behind the high-rise buildings in Central
Jakarta City, there can be found many informal housing areas in the form of urban
kampongs. Based on an interview with a staff member from the Housing Department
of Jakarta Province, urban kampongs in Jakarta are the residential locations for
the BOG or informal sector workers such as street vendors, cleaning workers, and
security guards.

The changes of location quotients indicate that four municipalities have an
increased concentration of the TOG in 2018 including West Jakarta City, East Jakarta
City, North Jakarta City, and Depok City. It is marked by several concentrations
of luxury apartments found in those municipalities, such as Veranda Residence,
Wang Residence, St Moritz (West Jakarta City), The H Residence, Patria Park (East
Jakarta City), Regatta London Tower, The Summit, Sherwood Residence (North
Jakarta City), De Vonte Apartments, Grand Depok City, Permata Green Sentosa, and
Victoria Hills Residence (Depok City).

In the meantime, three municipalities experienced an increased concentration of
the BOG in 2018 including Central Jakarta City, South Jakarta City, and Bekasi City.
Tangerang City is the only municipality in the study area experiencing a decreased
concentration of both top and bottom occupational groups from 2011 to 2018. A
further analysis shows that Tangerang City has an increased concentration of the
middle occupational group during the same period.
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7.7 Conclusion

This chapter describes changes in inequality and socioeconomic segregation in the
core and the inner peripheries of the Jakarta metropolitan region. Under the transfor-
mative government of Indonesia, Jakarta has experienced various kinds of develop-
ment, the most important of which is openness to private and foreign investment. The
suburban area of Jakarta has grown rapidly and transformed rural areas and agricul-
tural land into a vast area of housing which were targeted mostly to the middle-upper
class community. This has led to rather homogenous socioeconomic areas in the
outskirts of the metropolitan area. As the result, the Gini Indices in the inner periphery
of Jakarta are lower than those in the municipalities of DKI Jakarta. It means that the
household expenditure inequality in the inner periphery is narrower than that in the
municipalities of DKI Jakarta. The high Gini Indices in the municipalities of DKI
Jakarta are caused by the existence of urban kampongs among the high-rise building
with luxury apartments, offices, and shopping center. Meanwhile, segregation in the
periphery of Jakarta occurred because of gated communities developed by the private
sector.

In 2030, vertical housing for the low, middle, and upper class will dominate the
city. A lecturer from the University of Tarumanegara, Suryono Herlambang, argued
that the existence of vertical housing will worsen residential segregation (Mariani
2019). Vertical residential buildings tend to be more socioeconomically segregated.
The luxury apartments and penthouse for the upper class are built separately from
low-cost apartments for the middle-low class will (Mariani 2019). This chapter used
data by municipalities for calculating the segregation indices. If data would have
been available at a smaller geographical unit, the levels of residential segregation
would be possibly higher.

The occupational profile breakdown shows that the Jakarta Metropolitan Area
residents are dominated by the MOG, and then followed by the BOG and TOG. The
largest groups are the sellers (MOG) and unskilled workers (BOG), and the size
of the TOG group is relatively small. As the LQ maps showed, it is obvious that
the high proportion of LOG occupied more municipalities than the TOG. However,
housing provision by the private sector does not meet the demand for the middle-
and low-class population of society who reside outside gated communities and create
segregated residential areas.

The socioeconomic segregation in JMA is fostered by the government’s policy on
land use. The privatization of land in the core and the inner peripheries of Jakarta by
private developers affected the housing market and the affordability of the commu-
nity. Addressing segregation in this context should not only rely on controlling
the housing market, but also on developing community capacity and creating more
employment opportunities in JMA.

In August 2019, Indonesia’s President Joko Widodo announced Indonesia’s
capital relocation plan. The government of Indonesia selected two regencies (North
Penajam Paser and Kutai Kartanegara) in East Kalimantan as the new site for
Indonesia’s capital. The governmental function and buildings will be moved to the
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new site and will be ready for occupation in 2024. However, Jakarta will remain
the country’s economic hub. It means that the housing market in Jakarta will remain
tense. Furthermore, the 2030 Jakarta Spatial Plan also mentions the phrase ‘estate
management’ which means land management in Jakarta will be bestowed to private
developers. The relocation of Indonesia’s capital out of Jakarta will not ease the
myriad of problems Jakarta will face, especially as it is projected that 1.5 million
people will migrate from Jakarta (Walton 2019). Jakarta’s problems will remain in
place unless serious attention is paid to them including socioeconomic segregation
and income inequality.
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Chapter 8 ®)
Socio-spatial Segregation and Exclusion Gzt
in Mumbai

Abdul Shaban and Zinat Aboli

Abstract Indian society is characterised by significant horizontal (religious,
regional, linguistic) and vertical (income, occupation, caste) divisions. These socio-
economic fragmentations significantly shape the production of space in cities. In
fact, all major cities in the country are pervaded by socio-spatial divides, which
often become sources of conflict, violence, exclusion and, also, solidarity. Mumbai
is the industrial, commercial and financial capital of the country. Bollywood has, over
the years, helped in carving out a distinct (pan) Indian identity for itself and the city,
both within and outside India, and is a major rallying and unifying aspect for India.
Among all its glitter, the city is also infamous for its underworld (originating from its
excluded and marginalised neighbourhoods), slums and poor residential areas. The
city is pervaded by socio-spatial fragmentation and is a divided city. This chapter
shows that the highest level of segregation in Mumbai is based on religion (Muslims
and Non-Muslims), followed by class, caste and tribe.

Keywords Socio-spatial segregation + Real estate prices - Slums + Communal
violence + Marginalisation

8.1 Introduction

India is socio-culturally a very diverse country. Historically, it has been home to all
the major races, castes, languages and religions. Hundreds of minor groups have
also existed side by side. Indian civilisation has evolved through the processes of
immigration, assimilation and adaptation. Although large-scale inter-group wars and
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violence have been absent in Indian history, as experienced by European civilisa-
tion, the processes of devalourisation, de-assimilation, discrimination and peaceful
hostility against marginalised and minorities have existed in one form or another.

About 80% of the Indian population follows Hinduism. Caste, especially in
Hinduism, has been one of the major defining social features, based on the concep-
tion of purity and pollution, endogamy and commensality. Hindus are divided into
four varnas' (major caste groups) where the lowest caste group is Shudras (the
untouchables), now termed as Scheduled Castes® (SCs). The Shudras, historically,
have faced socio-spatial exclusion. Another defining feature of Indian society is the
division based on tribes. Tribal groups in India belong to different ethnic groups and
are often treated as outcaste population. Although the Government of India has made
several provisions and anti-discrimination laws, socio-spatial exclusion, discrimina-
tion and segregation continue to be practised both in urban and rural areas. These
socio-spatial practices largely shape the morphologies of Indian villages and cities.

The early twentieth century saw the emergence of religion-based politics in India.
Hinduism became a major rallying point for certain political parties [Jana Sangh,
now Bhartiya Janata Party (BJP) and cultural groups like Rashtriya Swayamsevak
Sangh (RSS)]. Muslims, as a religious minority group, have been under constant
threat from hostility, violence and discrimination by right-wing Hindus. Thousands
of lives from both communities have been lost in these hostilities. The open and tacit
discrimination against Muslims in the housing market, jobs and education have also
existed since then. Succumbing to the Hindu right-wing groups, the State has not been
able to bring any separate provisions to deal with the violence and discrimination
against Muslims [as has been done in the case of SC and Scheduled Tribes (STs)?].
As a result, today, a very polarised communal (religious) concentration exists in
Indian cities.

These socially discriminatory practices have also shaped the morphology and
distribution of populations in Indian cities. All the major cities in the country,
including Mumbai, are pervaded by socio-spatial divides, which in turn become
sources of conflict, violence, exclusion and, also, of solidarity. Mumbai is the indus-
trial, commercial and financial capital of the country. Among all its glitter, the city
is also infamous for its underworld (originating from its excluded and marginalised
social groups and neighbourhoods), slums and poor residential areas. The city is
pervaded by socio-spatial fragmentation and the divides run deep along religious,
class and caste lines. We do not have city-level data for income inequalities, but the
World Bank (2020) estimates show that income inequalities at the country level in

IThere are four varnas among Hindus, namely Brahmins (priestly castes), Kshatriyas (warrior
castes), Vaishyas (cultivators and merchant castes) the Shudras (the lowest castes in the hierarchy,
the untouchables).

2Scheduled Caste is an officially designated group of historically disadvantaged people in India.
The British in India created a list of castes belonging to Shudra group which was adopted in 1935
under the Government of India Act (see Dushkin 1967: 626).

3Scheduled Tribes are the tribal groups of India scheduled under the Government of India
Constitutional Order of 1950 or the Act as amended thereafter (Government of India 1950).
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India measured through the Gini index have risen from 32.1 in 1982, to 34.4 in 2004
and 35.7 in 2011.

The present paper attempts to examine exclusionary development and socio-
spatial divides in Mumbai on class (population with formal housing versus those
living in informal neighbourhoods, called slums), religion (between Non-Muslims
and Muslims), castes (non-SCs and SCs) and tribes (non-STs and STs) bases. The
paper is divided into six sections. Section 8.2 outlines the data and methods used to
examine the socio-spatial segregations. Section 8.3 deals with real estate prices and
slums in Mumbai. Section 8.4 examines the religious conflicts and segregation of
Muslims in the city. Section 8.5 discusses the spatial concentrations and exclusions
of SCs and STs. The last section concludes the paper.

8.2 Data and Methods

Mumbai city (Greater Mumbai) has seen a steady increase in population over the
years. The population of the city has risen from 0.9 million in 1901 to 12.4 million
in 2011. The population density of the city is currently about 28,472 persons/sq. km.
This population growth has been fuelled by migration from different states of the
country including from within Maharashtra state (in which Mumbai is located). The
city is home to all major religious communities in the world. Muslims constituted
20.7% of the total population of Mumbai city in 2011 and formed the largest religious
minority group (Census of India 2011). The share of Hindus in the same year was
66%. Other religious groups like Buddhists (4.9%), Jains (4.1%), Christians (3.3%),
and Sikhs (0.5%) individually constituted less than 5% each of the total population
of the city.

For this study, data has been collected from various sources to examine place-
based segregation and interaction between dominant and marginalised ethnic groups
in Mumbai city. The decennial population census of India is a major source for data
on religion, caste and tribes. It provides data at ward and sub-ward (section) levels
for SC and ST populations for cities. There are 88 sections in Mumbai and they have
an average population of around 141,000. Data on the religious groups are avail-
able only at city and district levels, which are meso units. Therefore, an attempt was
made to find out the data from alternative sources. The Election Commission of India
provides the eligible voter’s name. An attempt was made to sort the names of Muslims
from the voter lists of 2018 [(as has been done by Susewind (2017) for 11 cities of
India)]. The adults over 18 years old are registered in these voter lists. The distinctly
‘Muslim sounding’ names were sorted out from the lists. However, there remains a
possibility of errors of 5-10% due to non-recognisable names and non-registration of
Muslims in voter lists (see Shariff and Shaifullah 2018 on Muslim missing voters).
There are in total 36 assembly constituencies in Mumbai and Mumbai Suburban
districts. Together these districts are known as Greater Mumbai or Mumbai City
(see Fig. 8.1). The data was compiled for 7289 polling booths (with an average
number of voters about 930, and a population of about 1250, respectively, per booth)
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Fig. 8.1 Assembly Constituencies in Mumbai and General Geographical Context, 2018. (Source
Authors). Note The base map used from Esri’s ArcGIS online, while the Assembly Constituencies
are drawn by the authors

under 27 assembly constituencies. Data for 9 constituencies could not be gathered,
namely Borivali, Dahisar, Magathane, Kandivali, Charkop, Mankhurd Shivaji Nagar,
Anushakti Nagar, Vandre West and Wadala. The total registered voters in these
constituencies (leaving out nine constituencies) were 5,503,051 and the total number
of Muslim voters were 1,271,655, that is 23.1%. As per the Census of India (2011),
Muslims comprised about 21% of the total population of Mumbai City.

Index of Dissimilarity (D), Entropy Index () and Interaction or Exposure Index
(B) have been computed to examine the spatial segregation and interaction of the
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above-mentioned ethnic groups. For discussion on D, h and B indices, see also
Chap. 1 of this book.

The data for slums by census tracts or sections are available only for the year
2001. The 2011 Census provides data for slum population only at the city level.
Therefore, only the 2001 Census data, for its 88 sections are used for understanding
the distribution and concentration of slum populations in the city. The data on real
estate (residential/flat) prices are taken from supplements published by the popular
broadsheet daily, The Times of India and adjusted to property tax wards.

8.3 Real Estate and Increase of Slums in the City

Residentially, Mumbiai is a divided city. On the one hand, there are upper and middle-
class high rises and colonies, on the other, there are vast areas of slums inhabited
by lower and underclasses. The high rises and middle- and upper class colonies are
also interspersed by slums. It is a city where thousands also live on the pavement
in rudimentary structures, which may have not be classified as slums by the Census
of India.* In fact, an increasing population, a lack of land supply, and lackadaisical
government policy response have created considerable housing and shelter issues in
the city. The prices of the houses in the city have grown enormously over the years
and have gone beyond the reach of the lower class population. The ratio between the
index number of the income of factory workers (this index is used for the working
class related inflation and as most of the population in the city are workers, it is the
most appropriate index) in Maharashtra and the price of residential flats in Mumbai
provides further insight into this issue (Table 8.1). The ratio has considerably risen
over the years. Notwithstanding the rise in income of factory workers, the compara-
tively higher rise in real estate prices have dashed the hopes of lower classes to own
a house. Between 2003 and 2012, the price of real estate in the city increased by 3.5
times relative to the wages of the factory workers. Only in the Eastern Suburb of the
city, the increase in real estate prices was slightly lower, while the highest increase was
in Mumbai District. During 2003-2012, the average flat prices in Mumbai District
[from INR 6,872 (US $147.5) to INR 36,056 (US $773.7)], and Western Suburb
[from INR 3,726 (US $80.0) to INR 18,211 (US $390.8)] have risen more than five

4Census of India (2011: 4) defines a slum as residential areas where dwellings are unfit for human
habitation by reasons of dilapidation, overcrowding, faulty arrangements and design of such build-
ings, narrowness or faulty arrangement of street, lack of ventilation, light or sanitation facilities
or any combination of these factors which are detrimental to the safety and health. Three types of
slums have been identified for the purpose of Census. There are: (i) notified slums (All notified
areas in a town or city notified as ‘slum’ by State, UT Administration or Local Government under
any Act including a ‘Slum Act’), (ii) recognised slums (All areas recognised as ‘Slum’ by State,
UT Administration or Local Government, Housing and Slum Boards, which may have not been
formally notified as slum under any act) and (iii) identified slums (A compact area of at least 300
population or about 60—70 households of poorly built congested tenements, in unhygienic envi-
ronment usually with inadequate infrastructure and lacking in proper sanitary and drinking water
facilities).
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Table 8.1 Comparison of wages of factory workers and prices of flats in Mumbai

Wages/Prices/Index 2003 2012
Average annual wages of factory Per annum (Indian Rupees, Rs. or | 71,778 | 103,000
workers* INR)

Index no. of wages 100 143.5
Average price of flats in Greater Per sqft (INR) 3725 18,632
Mumbai (INR)# Index number 100 500.2
Average price of flats in Mumbai | Per sqft (INR) 6872 36,056
District (INR) # Index number 100 524.7
Average price of flats in Western Per sqft (INR) 3726 18,211
Suburb (INR) # Index number 100 488.8
Average price of flats in Eastern Per sqft (INR) 2269 10,736
Suburb (INR) # Index number 100 473.2
Flat price index—wage index ratio | Greater Mumbai - 35
(2003 and 2010) Mumbai District - 3.7

Western Suburb - 34

Eastern Suburb - 33

Source *Government of Maharashtra 2005, 2012. # Times of India (2003, 2012)

times, while the same has been comparatively lower in the Eastern Suburb [from
INR 2,269 (US $48.7) to INR 10,736(US $230.4)] of the city. While for the city
as a whole, the average flat prices rose from INR 3,725 (US $79.9) in 2003 to
INR 18,623 (US $399.8) in 2012 (Times of India 2003, 2012). Mumbai District
and Western Suburbs house a majority of the upper and middle classes of the city,
while the Eastern Suburb traditionally has housed lower class workers. However,
of late, the class character of the Eastern Suburb has also changed drastically and a
number of upper and middle-class colonies have emerged. This change started since
the liberalisation of the economy in 1991, which allowed more inflow of capital in
the built environment of the city. Since then, a relatively higher growth rate of the
economy had led to the rise of per capita income and hence rise of the demand for
better housing. Further, the development of road infrastructure like Vashi-Mankhurd
bridge, Eastern Freeway, Chembur—Wadala sky-bus, etc., added to this process of
gentrification.

Figure 8.2 shows that the growth rate in real estate prices in the city has been
significantly higher in almost all the property tax wards. The prices between 1993
and 2012 have increased by more than 12% per annum and this increase has been as
high as 28.6% in some wards. In some areas of South Mumbai (in Mumbai district)
and Bandra, also known as Vandre (in Western Suburb), the residential flat prices
were as high as 71,000 per sq. ft. in 2012.

Overall, the above discussion shows that the workers’ wages are not keeping pace
with the rise in real estate prices. A large proportion of the population of the city,
specifically slum dwellers and those working at the lower spectrum of the informal
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sector, cannot afford housing in Mumbai. For slum dwellers, average family earnings
remain at only Rs 5,000 per month (at 2007-2008 prices) and many of them somehow
subsist on this (Jain and Shaban 2009; Sujata and Shaban 2008; Sharma et al. 2008;
Shaban 2010). This forces them to squat on public land and trade their goods through
hawking and vending. Given this situation, the housing market in Mumbai, in fact,
denies any access to formal housing to a large majority of its citizens (Sharma 2007:
291).

The rise of real estate prices in Mumbai has, among others, been determined by
its large population living in small houses or in slums. With liberalisation and the
opening of the service sector (especially the Financial and Information Technology
sectors), there has been a significant increase in the share of middle-class citizens who
desire better housing. The share of the middle class in urban areas in India has risen
from 54.7 to 72.4% during 1999-2000 to 2011-2012 (Krishnan and Hatekar 2017).
The limited land supply in the island city (Greater Mumbai) and lack of effective
integration with its periphery has added to the significant rise of real-estate prices in
the city (Migozzi et al. 2018).

The archaic Rent Control Act 1974 (amended several times) has also resulted in
rapid obsolescence of buildings in Mumbai city. Most of the buildings constructed in
the 1940s and 1950s require repair and maintenance (Shaban 2010). It is estimated
that there are about 16,502 buildings in the city built before 1940 (Janwalkar 2006)
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which are in a dilapidated condition; some of them have collapsed in recent years,
killing several. A judgment passed by the Supreme Court on September 4, 2008, has
paved the way for the redevelopment of these buildings by providing an extra Floor
Space Index (FSI)° to the builders. They now can profitably build the structures and
make a 225 sq. ft. flat available to every resident family of the buildings, free of cost
(Mahapatra 2008). The decision by the court ushers hopes for the redevelopment of
dilapidated buildings in south and central Mumbai (in Mumbai District).

The government’s inadequate response and skewed policies are responsible for the
housing crisis in the city. Mumbai was expecting a massive respite from congestion
due to the availability of about one-third of some 600 acres of land from 60 textile
mills for open space. Mumbai has an open space ratio of about only 0.03 acres per
1000 persons. Recommended open space at the international level is often 4 acres per
1000 persons. The availability of mill land was expected to somewhat correct this.
However, much of the land went to builders and only 133 acres have been provided
for open spaces and public housing (Katakam 2006).

The controversy over the sale of mill land dates back to 1991 when the govern-
ment, in response to appease mill owners, introduced Sect. 58 in the DCR. Better
known as the ‘one-third formula’, DCR 58 allowed mill owners to divide the area into
three parts. They could then sell one-third, give the second part to Greater Mumbai
Municipal Corporation to create open spaces and the other third to the Maharashtra
Housing and Area Development Authority to provide affordable housing to the fami-
lies of mill workers who lost their livelihoods with the closure of the mills. In 2001,
however, the state government used a loophole in the Maharashtra Regional and
Town Planning Act, 1966, and amended DCR 58-DCR 53 (I), according to which
the only land that is vacant—that is, with no built-up structure—shall be divided
under the one-third formula. Thus, the mill owners managed to keep the bulk of the
land and the area to be given to the municipal corporation and to the workers was
substantially reduced (Katakam 2005, 2006).

The political bargaining and competition within the city have assured some
housing schemes for the poor in an otherwise neoliberal regime. In the 1990s, popular
city leader Bal Thackeray initiated the Slum Rehabilitation Scheme (SRA). SRA
attempted to provide houses for slum dwellers through cross-subsidy. The transfer
of development rights was granted to the builders who came forward to develop
slums and provide flats of 225 sq. ft., free of cost to the dwellers. The scheme has
been hugely successful as poorer sections of the population have been able to acquire
constructed homes free of cost in place of their hutments. This has also resulted in
the decline of the slum population, as is evident from the data of the 2001 and 2011
Indian censuses, mentioned below.

In sum, the lack of adequate provisions for affordable formal housing has created
a huge number of slums in Mumbai. High real estate prices, government apathy and
lower wages have undermined the city’s development. This has resulted in amassing
of the lower class population in slums. In fact, in 2001 and 2011, 54.0% and 41.1%,

S5Floor Space Index (FSI) is the ratio of built or constructed area and actual land area. For instance,
if a land is 100 sq. ft. and construction on the same land is of 300 sq. ft. area, FSI is 3.
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respectively, of Mumbai’s population was living in slums (Census of India 2014a, b).
In 2011, 15.85% of Mumbai district (489,068 of total population of 3,085,411) and
49.38% in Mumbai suburban district (4,620,654 of total population of 9,356,962)
lived in slums (Census of India 2014a, b). One of the reasons for this has been the
success of the SRA. However, many claim that the Census of India undercounts the
slum population and does not reflect the actual situation in the city. Going by this
claim, the proportion of population living in slums in Mumbai is estimated to be
about 60% of the total population (Shaban 2008).

The lack of development of social and physical infrastructure, poverty, large size
families and a dense population do increase the probability of social deviance. It
is found that slum areas of the city are also prone to a higher crime rate (Shaban
2010). A large family with limited resources often results in family disruption and
decreasing formal and informal social controls. Communities with a higher level of
social disruption tend to be characterised by a lower rate of participation in voluntary
organisations and local efforts, which have an important role to play in controlling
crime. Overcrowding in houses means that personal matters are difficult to keep
private in domestic life (Shaban 2010).

The slum population is not evenly distributed in the city. The highest concentration
of the slum population is found in the Eastern Suburb, which is the least developed
part of the city (Shaban 2010). As shown in Fig. 8.3, Mankhurd, Trombay, Govandi,
Deonar, Vikhroli, Bhandup, Bazar Church-Hall and Chembur, have a large share of
their total population living in slums.

The computed Dissimilarity Index (D) between non-slum and slum population for
the year 2001 in Mumbai city is 0.460, which shows high levels of spatial segregation
between non-slum and slum population (Table 8.2) (Jahn et al 1947). Further, the
computed value of Interaction or Isolation Index (B) for slum and non-slum popu-
lations for the year 2001 is 0.321, showing that the probability of a slum dweller
interacting with a non-slum dweller is about 32.1%.

8.4 Inter-religious Conflicts and the Segregation of Muslims

Hindu—Muslim rivalry in India arose during the colonial period in the latter half of
the nineteenth century. It gave rise to religious nationalism and an ethno-nationalist
philosophy, which resulted in the division of India in 1947 into India and Pakistan.
After independence, the Hindu right-wing with their political formations have
attempted to communalise Indian democracy. This has resulted in the marginali-
sation of Muslims. As Sen (2013) writes “India’s Muslims are ... victims of untold
indignities in a country still fighting the ghosts of a blood-soaked partition in 1947
that turned vast swathes of it into Muslim-majority Pakistan. The baggage of history
and the cynical calculus of caste, class, community and religion still dictate the fate
of most things in India: from who wins elections and wields power to who has a better
chance of getting jobs, healthcare or justice” (p. 127). The religious politics of the
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Hindu right-wing has resulted in religious violence (communal riots), discrimina-
tion against and the stigmatisation of Muslims. This has further led to the geographic
concentration of Muslims in urban centres, both as a result of discrimination (in the
housing market) and violence. The Sachar Committee Report (2006) contends that
“fearing for their security, Muslims are increasingly resorting to living in ghettos
across the country” (p. 14). Other studies have also pointed out the spatial and social
segregation of Muslims in urban centres is mainly because of state’s apathy and
negligence towards Muslims, recurrence of communal violence and perception of
security concerns by Muslims themselves (Gayer and Jaffrelot 2012; Thorat et al.
2015; Shaban and Khan 2013). Contractor (2012), in her study on Shivaji Nagar in
Mumbai, argues that ghettoisation increases with new communal riots.

As mentioned above, the cityscape of Mumbai is fractured on class, caste and
religion. In terms of religion, the city is largely polarised in Hindu and Muslim
areas. The Muslim concentrated areas have been shaped and reinforced by frequent
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Table 8.2 The dissimilarity, entropy and interaction indices

Indices Groups 1991 |2001 |2011 |2018

Dissimilarity index (D) Non-SC/SC populations 0.241 |0.242 |0.231 |-
Non-ST/ST populations 0.291 |0.253 [0.191 |-
Non-slum/Slum populations | — 0.460 -
Non-Muslims/Muslims - - - 0.609
populations

Entropy (h) index Non-SC & Non-ST/SC/ST |0.271 |0.220 |[0.270 |-
populations

Interaction or exposure Index | Non-SC/SC populations 0913 0932 (0914 |-

(B) Non-ST/ST populations | 0.974 |0.986 | 0.986 |-
Non-slum/Slum populations | — 0.321 |- -
Muslims/Non-Muslims - - - 0.486
populations

Source Computed using data from Census of India (1991, 2001, 2011) and Government of
Maharashtra (2018)

communal riots and discriminations against Muslims in the formal and informal
housing markets. Dongri, Pydhonie, Nagpada, Byculla, Mazgaon, Mahim in Mumbai
city district, Bharat Nagar, Millat Nagar, Behrampada and Jogeshwari in Western
Suburb, and Kurla, Sonapur—Bhandup, Govandi, Cheeta Camp and Kidwai Nagar
(Wadala East) in Eastern Suburb are examples of areas where there is a high concen-
tration of Muslim populations. Between 1927 and 2008, a total of 84 Hindu—Muslim
riots have been recorded in the city. In these riots, about 1870 persons have been
killed, 8463 injured and millions of rupees in property has been destroyed. The
incidence of riots between the two religious communities was very high prior to
Independence. The decade of the 1950s was a relatively peaceful period. But the city
again experienced a higher incidence of riots during 1970-75, 1984-87, 1991-93
(see Wilkinson 2005; Punwani 2018; Shaban 2008; 2016; 2018).

The computed values of Dissimilarity Index (D) of 0.61 for the year 2018 show
that spatial segregation among Muslims and non-Muslims is very high in the city
(Table 8.2). This indicates that 61% of the Muslim population need to move to
other polling booths in order to create a uniform distribution of Muslim and Non-
Muslim populations in all the polling booths of the city. Further, the interaction
index (B) computed for non-Muslims and Muslims is 0.486, showing that the proba-
bility of a non-Muslim interacting with a Muslim is about 48.6%. This shows higher
segregations, as Muslims will meet more Muslims rather than non-Muslims.
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Fig. 8.4 Location quotient for Scheduled Castes (SC) population in Mumbai, 1991 and 2011.
[Source Based on data from the Census of India (1991, 2011)]

8.5 Segregation of Scheduled Castes and Scheduled Tribes

Mumbai is also polarised on caste and tribe lines, though relatively less in degree,
as compared to religion. The SC population though clustered, is relatively more
spread out or ubiquitous in the city than Muslim populations (Shaban 2012). The
areas inhabited by the SCs often act as a buffer between the areas dominated by
Muslims and higher caste Hindus. In other words, the SC population often acts
as a shock absorber between higher caste Hindus and Muslims. The major area of
concentration of SCs is in the Eastern Suburb, where their share in the total population
ranges from 5 to 15%. The location quotient for SCs in most of the sections of the
Eastern Suburbs are higher than 1 in both the years 1991 and 2011, showing that these
sections have higher share of SC population than the share of SC population at the
city level (Fig. 8.4). Besides the Eastern Suburbs, the major areas of concentration
of SCs are Dharavi, Agripada—Byculla and Mulund. In central Mumbai, SCs are
generally concentrated in 33 labour® camps and Bombay Development Directorate
(BDD) chawls (a cluster and basic housing scheme with community toilet, water
supply and little open spaces by the Municipal Corporation of Mumbai for textile
workers started in the mid-twentieth century). The concentration of the SCs has

Labour camps were built by the Government of Maharashtra in the first half of the twentieth century
to tackle housing for migrant workers from the interiors of Maharashtra who were employed in textile
mills in the city and/or railways. They still mainly house the poorer section of the society or SCs.
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increased in the Eastern Suburb, between 1991 and 2001, because of the growth of
slums (see the location quotient distribution in Fig. 8.4).

Given the legal provisions and affirmative actions deployed by the State, the open
discrimination against SCs and STs is becoming rare. However, the social divides
resulting in spatial segregation does show up in residential differentiations. SCs
mainly worked in textile mills in central Mumbai, while STs are relatively more
concentrated in the northern part of the city. A comparison between the location
quotientof 1991 and 2011 reveals that the relative share of ST population has declined
in the southern part of the city and increased in the northern part. This is mainly
because of exclusionary urban development in the southern and central parts of
the city. However, the northern part of the city, i.e. the area around Sanjay Gandhi
National Park and mangrove forests around the coast provide them with a livelihood
(like fishing) and also offer them opportunities to build their rudimentary houses on
relatively cheaper and development-free lands. This explains the location quotients
for ST population being higher in the northern part of the city (Fig. 8.5).

Our computation shows that the Dissimilarity (D) Index for SCs with respect
to non-SC population in the city has largely been stable between 1991 and 2011
(Table 8.2) but substantially lower than Muslim—Non-Muslim Dissimilarity Index
value. The index shows that about 24% of the SC population need to move in order
to achieve a uniform distribution of population by caste (SC and non-SC) in the city.
The D values for SCs are lower compared to D for the religions. The reasons are (i)
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religion-based discriminations are stronger in the city, (ii) as opposed to Muslims
who can be easily recognised by their Arabic, Turkish or other Central Asian origin
names and surnames, and also by his/her religious practices, one cannot easily find
out a person’s caste and tribe by name, and, therefore, it is easier for lower castes and
tribal groups to find houses in other Hindu areas and mix with other Hindu castes, (iii)
caste- and tribe-based discrimination is punishable through a special Government of
India Act, called ‘The Scheduled Castes and The Scheduled Tribes (Prevention of
Atrocities) Act, 1989’ (Government of India 1989) and there are no such special
provisions and rules against discriminations based on religion. In fact, the D for STs
has declined over the years, which indicates that a relatively uniform distribution of
SCs is emerging in the city. The interaction or exposure (B) index for both the SCs
and STs have been significantly higher in comparison to Muslims. During the period
between 1991 and 2011, it has ranged between 0.913 and 0.932 for SCs and 0.974
and 0.986 for the STs. The index shows that SCs and STs have a significantly higher
probability of interaction with other groups (non-SCs and non-STs, respectively)
than Muslims. Thus, the study shows that the major social and spatial segregation in
the city exist on the basis of religion (Muslims and non-Muslims) rather than caste
and tribes, though they do have their own residential segregations.

As h-index is based on the summation of individual geographic unit score; the
higher the individual units or section’s score, the greater the diversity in the section.
Therefore, we have mapped the scores of individual geographic units. On average,
the A-index for SCs and STs are higher in the Eastern Suburb and northern part of the
city than those in the Western Suburb and Mumbai district (Fig. 8.6). This shows that
ethnically the Eastern Suburb and northern part of Mumbai are more diverse than
western and southern parts of the city. Given the economically marginalised nature
of SC and ST communities, cheaper real estate and large-scale slums (informal
settlements) allow them to inhabit in large numbers Eastern Suburb and northern
part of the city, and this creates greater diversity in these parts of the city. Figure 8.4
shows that the concentration of SCs has significantly increased between 1991 and
2001 in Chuna Bhatti, Ghatkopar and Vikhroli.

8.6 Conclusions

Mumbeai, the commercial and financial capital of India, is also a divided city. The
divide runs deep along religious, class and caste lines. The housing market of the
city and government apathy to inclusive development has led to the emergence of a
large number of informal settlements or slums, where millions of people are forced
to survive in substandard living environments without adequate social and physical
infrastructure (such as better transport facilities, educational institutions, health care,
access to water supply, sanitation, etc.). The fast-rising real estate prices and relatively
lower increase in wages make it impossible for millions of people in the city to have
any formal housing.
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In their study, Gupta et al (2009) find that a disproportionately large share of
historically disadvantaged caste groups live in slums. Mehta (1969) in a longitudinal
study also shows the highest segregation of lower caste groups and the persistence
of the same phenomenon in Pune city. In a recent study on spatial segregation, based
on data from the Census of India, 2011, focusing on seven major cities (Ahmedabad,
Bangalore, Chennai, Delhi, Hyderabad, Kolkata and Mumbai) of India, Vithayathil
and Singh (2012) show that the degree of residential segregation by caste (combined
SC and ST)—is highest in Kolkata (D index = 0.364) followed by Hyderabad (0.325)
and in Mumbai (0.222). It is argued that a lower segregation index for Mumbai for
lower castes (SC and ST combined), in comparison to other major cities, is mainly
due to the dispersal of SCs and STs in central and South Mumbai.

Mumbiai is also extremely divided on a religious basis. In a large part of the city,
Muslim and non-Muslim areas are highly segregated. In fact, the segregation index,
on the basis of religion (Muslim and non-Muslim), is found to be higher than the
slum and non-slum divide. Even the slums are divided on the basis of religion. The
Hindu—Muslim divide that emerged during the early twentieth century has been a
bane for the city. The recurring communal riots have taken thousands of lives and
destroyed properties worth millions of rupees. The fear of riots and violence has kept
Muslim populations concentrated in a few pockets of the city, and these pockets are
transforming into underclass ghettos. The communal production of spaces not only
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manifest various forms of injustices but actually produces and reproduces them, and
thereby maintains established social relations based on domination and oppression.

To bridge these social and spatial divides, the city needs new emancipatory poli-
tics. The emancipation from suppression, domination, repression and exclusion. This
emancipatory approach should be able to free and liberate those trapped and incarcer-
ated in space, chained to a place or disabled by socially produced spaces. This politics
needs to end the social devalourisation of communities and avert social exclusion
and spatial segregation.
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Chapter 9 ®)
Social Polarization and Socioeconomic ek
Segregation in Shanghai, China:

Evidence from 2000 and 2010 Censuses

Zhuolin Pan, Ye Liu, Yang Xiao, and Zhigang Li

Abstract China’s rapid economic growth since the early 1980s has been accom-
panied by a substantial increase in economic inequality. Economic restructuring,
rural-urban migration, globalization and marketization have jointly led to a trans-
formation of the socio-spatial structure of large Chinese cities. Although a handful
of studies have examined the level and pattern of socioeconomic segregation in a
particular Chinese city using neighbourhood-level census data from the year 2000,
little research has been done to investigate in-depth changes in the level and pattern
of segregation using more up to date and more geographically detailed data. This
chapter aims to examine the levels, patterns and drivers of socioeconomic segrega-
tion in Shanghai, China, using neighbourhood-level and subdistrict-level data from
the 2000 and 2010 decennial population census. This chapter uses the dissimilarity
index to measure the overall level of socioeconomic segregation by occupation and
household registration (hukou) status. Based on a location quotient and neighbour-
hood composition, it also illustrates the change in the spatial pattern of segregation.
The chapter ends with a discussion on the possible drivers of segregation and policy
suggestions to combat segregation in large Chinese cities.
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9.1 Introduction

Over the past four decades, rapid economic growth has been interwoven with internal
and international migration during a process of globalization, which has led to an
unprecedented socioeconomic transition around the world (Marcificzak 2012). Rapid
growth in the economy is inevitably accompanied by a substantial increase in socioe-
conomic inequality (Marcificzak et al. 2015), and China is no exception. According
to the National Bureau of Statistics of China, the Gini Index of the country increased
from 0.317 in 1978 to 0.465 in 2016, which indicates a widening income gap. In
the largest Chinese cities, such as Beijing, Shanghai and Guangzhou, rising income
inequality has resulted in socioeconomic segregation. Evidence from the 2000 and
2010 censuses showed that many large cities in China have experienced a rise in resi-
dential segregation by class, household registration (hukou) status and housing tenure
(Li and Wu 2006, 2008; Chen and Li 2014). The increase in residential segregation
has resulted in a number of detrimental consequences, such as the reproduction of
marginality, the prolonged and rising rate of unemployment in deteriorated towns, the
widening of social inequality and the weakening of social solidarity (Wilson 1987;
Bolt et al. 2010). Understanding the pattern and drivers of residential segregation
in large cities in China will help policymakers to achieve the goal of building an
inclusive and harmonious society.

A growing body of literature has explored patterns of residential segregation
in large Chinese cities since the beginning of the reforms in 1978. Earlier studies
have focused mainly on the delineation of socio-spatial differentiation in Chinese
cities (Gu and Kesteloot 1997). More recently, growing attention has been paid
to the drivers and mechanism of residential segregation (Gu et al. 2006; Li and
Wu 2006). Nevertheless, most earlier studies on residential segregation were based
on the fourth and fifth waves of the national population census carried out in the
years 1990 and 2000, respectively (Gu and Kesteloot 1997; Feng and Zhou 2003).
Recently, a few studies have examined the residential segregation of a particular city,
such as Shanghai and Nanjing, using data from the sixth round of population census
conducted in 2010 (Wu et al. 2014, 2018; Shen and Xiao 2020), but surprisingly,
little attention has been paid to neighbourhood segregation with regard to hukou
status, occupation and socioeconomic status (Liao and Wong 2015; Wu et al. 2018).
Moreover, little research has been done to investigate the changes in the spatial pattern
of residential segregation over time in globalized Chinese cities, and the process of
urban socio-spatial reconfiguration remains under-researched.

This chapter aims to examine and compare the level and pattern of socioeconomic
segregation between 2000 and 2010 by occupation and hukou status in Shanghai
using neighbourhood-level and subdistrict-level data from the decennial population
census. As a polarizing global city with a dramatically rising number of both super-
rich and extremely disadvantaged and poor citizens, Shanghai provides an ideal labo-
ratory to investigate the patterns, drivers and consequences of residential segregation
against the backdrop of globalization and marketization in China.



9 Social Polarization and Socioeconomic Segregation in Shanghai, China: ... 173

9.2 Residential Segregation in Large Cities in China

Residential segregation has always existed in the history of urbanization (Nightngale
2012). In Europe and North America, racial segregation is regarded as the most persis-
tent form of segregation, and a large number of empirical studies have been devoted
to this form of segregation (Massey 1985; Wilson 1987). Although some globalizing
Chinese cities attract a large number of international migrants, they account for only
a very small proportion of the total population of these cities (for example, 0.71% of
Shanghai’s total population in 2000), exerting an insignificant effect on the spatial
pattern of residential segregation. Socioeconomic status has become a major dimen-
sion of residential segregation in the new millennium in the transition from a planned
economy to a market-oriented economy (Li and Wu 2008). Socioeconomic segre-
gation was not severe in the period of the planned economy when the state exerted
a monopoly over a wide range of resources, and state-owned work units played an
important role in arranging resource allocation (Wu and Li 2005). The work unit
determined workers’ wage levels and the allocation of means of subsistence, such as
housing and health care. Meanwhile, the hukou system imposed stringent constraints
on internal migration and excluded outsiders from urban public services (Chan 2009).
Chinese cities experienced a low degree of socioeconomic differentiation before the
early 1980s as a result of the state-dominated housing system and the stringent hukou
system.

The advent of the reform and the opening up has provided more freedom and
incentives for the growth of the private sector and thereby generated a new-rich class,
but the reform of the state-owned work units has also led to millions of workers being
made redundant, and housing is now no longer allocated by work units (Wu 2004; Li
and Wu 2008). Although the government still owns the land after the housing reform,
real estate developers can obtain the land use right through the land conveyance
system. Supported by bank loans, real estate developers have gradually become the
principal participants in the housing development (Fu 2013). Housing reform has
promoted the formation of housing marketization in China and increased levels of
housing consumption. From 1984 to 2010, the rate of homeownership increased
from 9.4 to 89.3% in China. However, the market mechanism has led to the rise
of house prices in large cities, and housing has become a commodity which can be
purchased on the market rather than a welfare benefit allocated by the state and work
units (Wu and Li 2005; Logan et al. 2010). The market-oriented housing reform has
aggravated the segregation among socioeconomic status groups, thus restructuring
the socio-spatial structure of Chinese cities (Walder and He 2014; Song et al. 2017).
In addition, internal migration has also contributed to the socio-spatial restructuring
of urban China (Liao and Wong 2015). The loosening of the hukou system and
the growth of low-end urban job opportunities have caused the influx of migrants
into urban areas since the mid-1980s (Fan 2008). However, the long-established dual
system between migrants and urban residents excludes migrants from the mainstream
social welfare system (Chan and Zhang 1999; Chan and Buckingham 2008). Migrants
suffer from only limited accessibility to the urban formal housing system, and they
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are unlikely to be able to afford the soaring cost of housing in large Chinese cities
(Huang and Jiang 2009; Logan et al. 2009). Therefore, they have no choice but
to concentrate in particular urban areas and form migrant enclaves, such as Little
Hubei in Guangzhou and Zhejiangcun in Beijing (Zhang 2001; Liu et al. 2015). In
contrast, higher socioeconomic status groups prefer to live in gated communities
with guaranteed safety and favourable amenities (Wu and Webber 2004). Thus, the
rising housing stratification exacerbates the residential segregation in large cities in
China.

Numerous studies on residential segregation have been conducted since the late
1980s, when socio-spatial differentiation began to emerge in urban China (Xu et al.
1989; Gu and Kesteloot 1997). The reform amplified some of the effects inherited
from the pre-reform era and aggravated the residential segregation during the tran-
sitional period (Wu et al. 2010). Meanwhile, market forces became interwoven with
state forces to generate multiple dimensions of segregation, including segregation by
hukou status, education, housing tenure, working status and occupation (Wu and Li
2005; Li and Wu 2008). It can be expected that with increasing levels of marketization
of housing, the widening of the income gap by occupation, the influx of migrants,
and the level of socioeconomic segregation in Shanghai will increase (Shen and Xiao
2020).

9.3 Data and Methods

9.3.1 Data

In this chapter, we examine the level and the pattern of socioeconomic segregation at
the neighbourhood (residential committee, juwei) level and the subdistrict (jiedao)
level in Shanghai using data from the 2000 and 2010 decennial population censuses.
The residential committee along with the village committee is the lowest level of
administration unit in China with an average population of 3,000. The subdistrict is
the second lowest level of administration unit in urban areas and is constituted by
several residential committees. We are not able to examine socioeconomic segre-
gation by occupation at the neighbourhood level in 2000 due to a lack of relevant
data. The research area of the current study covers the entire administrative area
of Shanghai, including 329 subdistricts and 6,256 residential committees for the
2000 census database, and 230 subdistricts and 5,432 residential committees for the
2010 census database. Please note that administration units’ boundaries in Shanghai
changed slightly over the decade.

Although income is not recorded in Chinese population censuses, it is highly
related to occupation and hukou status, both of which are available in census data.
Occupation has been largely affected by market factors following the economic
reform and represents the best single-variable indicator of socioeconomic status. We
divided occupations into three categories: the TOP group, the MIDDLE group and the
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BOTTOM group. The TOP group consists of heads of government agencies (HEA),
party agencies, enterprises, institutional organizations and professional personnel
(PRO); the MIDDLE group consists of clerks and related personnel (CLE); and the
BOTTOM group consists of employees in commerce and service sectors (COM),
people operating manufacturing and transportation equipment and related personnel
(MAN) and employees in the farming, forestry, animal husbandry and fishery sectors
(FAR). In contrast, hukou status is affected by institutional factors and underlies a
deep rural-urban chasm in China (Chan 2009). Rural hukou holders in cities normally
have limited access to the public goods and services provided by the city government
(Wu 2002). As for residential segregation by hukou, people living in Shanghai are
divided into two groups: Shanghai hukou holders and migrants. In this chapter, the
term ‘migrants’ refers to people who have lived in Shanghai for at least 6 months
(whose place of usual residence is Shanghai) without Shanghai hukou (non-Shanghai
hukou holders), and ‘locals’ refers to people who have lived in Shanghai for at least
6 months and who have Shanghai hukou.

During the period 2000-2010, the total population of Shanghai increased from
16.74 million to 23.02 million. The influx of migrants from other parts of China
contributed to the growth of the population of Shanghai. Migrants accounted for
23% of the total population in 2000, and the proportion increased to 39% in 2010.
Regarding occupational groups, the proportion of the TOP group and MIDDLE group
increased slightly, while the proportion of the BOTTOM group dropped from 72 to
66% over the decade (Fig. 9.1). With the improvement in educational attainment or
technical ability of migrants, the proportion of the TOP group has increased along
with the influx of migrants since 2000. As shown in Fig. 9.2, the central area and

0% 20% 40% 60% 80% 100%
2000 12 72
2010 14 66

mTOP MIDDLE BOTTOM

0% 20% 40% 60% 80% 100%

m Migrants Shanghai Hukou Holders

Fig. 9.1 Distribution of occupational groups and hukou status in 2000 and 2010
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the suburban area are demarcated by the Outer Ring Road (hereafter ORR), and
the west bank of the Huangpu River (Puxi) inside the Inner Ring Road (hereafter
IRR) is the old town of Shanghai, where the Shanghai municipal government and
traditional cultural, residential and commercial centres are located. The east bank
of the Huangpu River (Pudong) inside the IRR is the financial centre of Shanghai,
and it accommodates many advanced producer service firms and the headquarters of
multinational and national corporations. Pudong has experienced radical changes in
its economic and demographic landscapes and built environment over the past three
decades. Besides, as the northernmost district of Shanghai, Chongming is proceeding
with its development in the ecological environment and industry in recent years, and
a large proportion of the territories are still undeveloped or under protection.

9.3.2 Methods

We examined residential segregation in Shanghai using several methods. In the first
stage, we used the traditional index of dissimilarity (DI) to assess the overall level of
socioeconomic segregation in 2000 and 2010 for Shanghai. Indices of dissimilarity
for occupational groups and hukou status were calculated at both the neighbourhood
level and the subdistrict level. In the second stage, we adopted several approaches to
depict the spatial pattern of socioeconomic segregation of Shanghai in 2000 and 2010
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by occupational groups. First, we visualized the distribution of the location quotient
(LQ) of the TOP group and BOTTOM group. Second, we applied the typology of
units (subdistricts and neighbourhoods) for further analysis. Third, we inspected the
location of the TOP group of Shanghai and revealed the changes in the social-spatial
pattern over the period 2000—2010. In the third stage, we illustrated the spatial pattern
of segregation by hukou status and then discussed its connection to segregation by
occupation.

9.4 Results

9.4.1 Level of Segregation in Shanghai

Tables 9.1 and 9.2 report the results of DI by occupation. Regarding major occupa-
tional groups, there was a moderate level of segregation between the TOP and the
BOTTOM group (0.32), and a moderate level of segregation between the MIDDLE
and the BOTTOM group (0.35) at the subdistrict level in 2000. From 2000 to 2010,
the level of segregation at the subdistrict level did not change dramatically, and
there was only a moderate level of segregation between the TOP and the BOTTOM
group (0.33) in 2010. Regarding sub-major occupational groups, DI for all pairs of
occupational groups except DI for segregation between FAR and any other occupa-
tional group was below 0.5 at the subdistrict level, which indicated that FAR were
segregated from any other occupational groups. Besides, Tables 9.1 and 9.2 suggest
that the level of segregation at the neighbourhood level was higher than that at the

Table 9.1 Dissimilarity Indices (multiplied by 100) by occupation for Shanghai in 2000 and 2010
at subdistrict level (left) and in 2010 at neighbourhood level (right)

HFA PRO CLE COM MAN FAR V%// HFA PRO CLE COM MAN FAR
5 W%y 2 21 27 4 PN HEA [ W,
£ 25 %//AV 4 20 46 95 E | PRO[ £ s Y
2 3 0 e a m\Es|aklsiz v 2 Y
22 25 17 16 7//%734 0 Z= COM3§D2 4 33 26 ,/////
B 3 35 36 26 W 55 = |mMaN| BT @ 6o 41 4’////
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Table 9.2 Dissimilarity Indices (multiplied by 100) between Top, Middle and Bottom groups for
Shanghai in 2000 and 2010

TOP - MID TOP - BOT MID - BOT
2000 subdistrict level 14 32 35
2010 subdistrict level 16 33 28

2010 neighbourhood

level 24 47 38
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subdistrict level in 2010. At the neighbourhood level, there was a higher level of
segregation between the TOP and the BOTTOM group (0.47), and FAR as well as
MAN were highly segregated with other occupational groups, especially HEA and
PRO. In 2000 and 2010, FAR accounted for 11.3% and 6.3%, respectively, which
led to a relatively higher level of segregation between FAR and other occupational
groups.

Regarding hukou status, DI between migrants and Shanghai hukou holders
increased over the period 2000-2010. The hukou-based segregation at the subdistrict
level increased from 0.24 to 0.30. DI at the neighbourhood level also increased from
0.31 to 0.39. This indicates a moderate level of segregation by hukou status.

In summary, Shanghai is characterized by a moderate level of segregation by
occupation and hukou status over the period 2000-2010, and the level of segregation
between the TOP group and the BOTTOM group and that between migrants and local
hukou holders increased over the same period. Moreover, the level of segregation
by occupational groups exceeded the level of hukou-based segregation both at the
subdistrict level and neighbourhood level in 2000 and 2010.

9.4.2 Spatial Pattern of Occupation-Based Segregation
in Shanghai

The spatial distribution of the TOP group changed substantially from 2000 to 2010
(see Fig. 9.3). In 2000, people from the TOP group were mainly concentrated in
the Puxi area and in areas between the Inner Ring Road (IRR) and the Outer Ring
Road (ORR) in the southwest corner (where many research institutions, universi-
ties, government organizations and a sub-CBD were located). Outside the ORR, the
suburban area had only a few sporadic subdistricts with a higher concentration of the
TOP group. In 2010, the spatial distribution of the TOP group showed a characteristic
of sprawling from the IRR to the ORR, and the old town of Shanghai (small area
next to the west bank of the river) was largely occupied by the BOTTOM group.
A significantly increased concentration of the TOP group was found in the Pudong
area. Since the development of the Pudong area started in 1990, the area has gradu-
ally become the financial centre of China. Most of the residents from the TOP group
concentrated here are from private sector organizations, such as transnational corpo-
rations. In 2010, the TOP group was more concentrated at the neighbourhood level
than at the subdistrict level and was located mainly along with the IRR of Shanghai.
Besides, a few sporadic neighbourhoods showed a higher level of concentration of
the TOP group in the suburban area, in which some high-tech parks are located.
There is a stark contrast between the residential distribution of the BOTTOM
group and that of the TOP group. In 2000, a higher level of concentration of the
BOTTOM group was found in the Pudong area and the suburban area. Most of these
areas were farmland or industrial parks. From 2000 to 2010, with the expansion
of urban land, some of the farmland or industrial parks were expropriated by the
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Fig. 9.3 Location quotient for the TOP and BOTTOM occupational groups in 2000 and 2010

government, such as the Pudong area. Some residents of the BOTTOM group were
concentrated in the old town of Shanghai in 2010. However, although they have
the most convenient location in Shanghai, they suffer from shabby and crowded
residential conditions compared with other locations.

As we can see from Fig. 9.4, the geography of subdistricts’ socioeconomic inter-
mixing experienced dramatic changes from 2000 to 2010. In 2000, the low socioe-
conomic status subdistricts outnumbered the middle and high socioeconomic status
subdistricts. Especially in the suburban area, nearly all subdistricts belonged to low
socioeconomic status subdistricts. Inside the IRR, the old town of Shanghai was
characterized by residents with middle socioeconomic status, while the west of the
old town was characterized by residents with high or middle socioeconomic status.
The Pudong area witnessed a growing number of mixed subdistricts where resi-
dents with high, middle and low socioeconomic status lived together. However, in
2010, although the low socioeconomic status subdistricts remained dominant across
Shanghai, their share had decreased significantly, and the proportion of the middle
to high socioeconomic status subdistricts had increased by 18% over the decade.
These subdistricts were mostly distributed on both sides of the IRR, surrounding
the old town of Shanghai. In 2010, the old town of Shanghai was characterized
by residents with low or middle socioeconomic status. The outskirts of the central
area were largely identified as mixed, middle to high and high socioeconomic status
neighbourhoods, whereas in the suburban area, most of the neighbourhoods were
identified as low socioeconomic status neighbourhoods. From 2000 to 2010, with
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Fig. 9.4 Classification of subdistricts/neighbourhoods by socioeconomic composition in 2000 and
2010
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the expansion of urban land and the improvement in the average socioeconomic status
of the population in Shanghai, the districts with residents with high socioeconomic
status sprawled from the west of the old town to other areas inside the ORR. The
pattern at the neighbourhood level was much more fragmentized due to smaller scale
geographic units. Neighbourhoods in the old town largely belonged to low, low to
middle or middle socioeconomic status neighbourhoods, surrounded by middle to
high and high socioeconomic status neighbourhoods.

Figure 9.5 depicts the residential landscape of the TOP group in Shanghai. In 2000,
subdistricts of Q1 were mainly located in and dispersed across the central area and
largely situated near the universities, government organizations and the sub-CBDs.
In 2010, Q1 was situated mainly between the area of the ORR and the IRR, and
especially concentrated in the Pudong area, which has become the financial centre
of Shanghai, attracting an increasing number of experts from all over the world.
Although the proportion of each type of subdistrict remained fairly stable over the
period 2000-2010, the spatial distribution changed significantly.

9.4.3 Spatial Pattern of Hukou-Based Segregation
in Shanghai

In 2000, most Shanghai hukou holders lived in the old town of Shanghai, and migrants
were mainly concentrated along both sides of the ORR. In 2010, the location quotient
of migrants was found at a low level inside the IRR. Migrants’ agglomerations had
been moved away from the IRR, and neighbourhoods on both sides of the IRR were
mainly inhabited by local hukou holders in 2010 (Fig. 9.6).

Above all, it was found that segregation by occupation is interwoven with segre-
gation by hukou status. Over the period 2000-2010, the spatial distribution of the
BOTTOM group was similar to that of migrants, while the spatial distribution of the
TOP group was contrary to that of migrants. This indicates that, in Shanghai, most
migrants occupy the lowest position in the socioeconomic hierarchy. Shanghai local
hukou is highly associated with higher socioeconomic status, while those without
Shanghai hukou may suffer from lower socioeconomic status and so be segregated
from residents with high socioeconomic status.

9.5 Drivers of Changing Patterns of Residential
Segregation in Shanghai

Our findings reveal that the level of segregation by occupational groups has surpassed
the level of hukou-based segregation, and occupation has become an increasingly
significant factor in the reconstruction of the social space. In the post-reform era,
educational attainment, occupation and income are interrelated and reinforce each
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other. The rapid growth of the TOP group and the huge proportion of the BOTTOM
group in the occupational hierarchy may exacerbate income inequality and socioeco-
nomic segregation in Chinese rapidly globalizing cities. The proportion of the TOP
group increased over the 2000-2010 decade, and the BOTTOM group still accounted
for a large share of the population in 2010. Under the influence of globalization and
marketization, housing accessibility is increasingly dependent on occupation and
income (Bian and Liu 2005; Wu et al. 2018). As a result, the spatial process of
socioeconomic polarization accelerates and results in residential segregation (Xiao
et al. 2016). In the era of financialization of housing, the appreciation of housing
values and the rapid increase of house prices have driven the process of socio-spatial
differentiation, sorting people with different abilities to pay into different areas (Song
et al. 2017; Shen and Xiao 2020). Under such circumstances, housing differentiation
is supposed to be intensified, and market forces are assumed to play an increasingly
dominant role in shaping the process of segregation of Shanghai over time.
Nevertheless, the institutional factors can never be ignored. In large Chinese cities,
it is difficult for migrants without higher educational attainment to achieve upward
social mobility (Wang and Fan 2012). The hukou system excludes migrants from a
large variety of goods and services provided by local governments, thereby circum-
scribing unwanted migrants and maximizing government revenue (Zhang 2010; Chan
2012). In Shanghai, although migrants can apply for the urban hukou, they are obliged
to meet several criteria, such as the possession of bachelor’s degrees and regular
residence in Shanghai or stable employment in formal enterprises. The qualified
applicants will be ranked by the rating scheme and those applicants with a total
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score higher than the qualification mark set by the Shanghai government can attain
urban hukou. These criteria are intentionally skewed in favour of those with higher
educational attainment or technical credentials (Zhang 2010; Zhang and Wang 2010).
Even though the hukou system has been relaxed and migrants can attain urban hukou
easily in small- and medium-sized cities, in large cities, hukou remains as an insur-
mountable barrier for most of the migrants to obtain public goods and services such
as education and medical insurance, owing to the high threshold and limited quota
of urban hukou attainment in large Chinese cities. Nevertheless, as the Lewis turning
point is reached, surplus rural labour has been absorbed by the manufacturing sector
and labour supply has become limited in urban China. The labour-intensive growth
model in China has gradually lost its competitiveness (Cai 2010; Zhang et al. 2011).
Therefore, the reform will be deepened, and an increasing number of migrants will
be encouraged to integrate into urban China to spur economic growth. The market
mechanism will play a significant role in mobility and resource allocation, and the
level of hukou-based segregation will decrease at the expense of the increasing level
of segregation by socioeconomic status.

Additionally, social factors play an important role in shaping the process of segre-
gation in large Chinese cities. Chain migration is one of the most important forms
of migration, and migrants tend to congregate in a particular location with the aid
of kinship ties and native place ties (Liu et al. 2015). These social ties are vital for
migrant communities to survive and thrive in large cities, as newly arrived migrants
tend to seek jobs and accommodation with the aid of their family, relatives and
fellow townsmen (lao xiang) (Liu et al. 2012; Huang et al. 2017). Besides, poor
socioeconomic status and lower educational attainment reinforce the disadvantaged
position of migrants in urban China, who suffer from persistent discrimination by the
local residents (e.g. exclusion from community activities, difficulty in constructing a
social network with local residents) (Chen and Wang 2015). As a result, migrants are
isolated by the local residents, and they subsequently prefer to congregate in migrant
enclaves for both instrumental and emotional support (Liu et al. 2012). Both the
internal cement within each migrant group and the external discrimination against
migrant groups contribute to the residential segregation between migrants and local
hukou holders in Chinese cities.

Besides, the historical legacy of urban inequality laid a foundation for the structure
of urban space (Wu and Li 2005; Li and Wu 2006). In the pre-reform era, rural
labourers were forced to stay in rural areas, and urban residents who were affiliated
with state-owned work units lived in city centres (Wu 2002; Chan 2009). The process
of the marketization of housing affected the acquisition of housing property rights
(Wu2017). In the early period after the reform in 1988, as the sitting tenants of public
housing in Shanghai, local hukou holders could afford housing and acquire property at
highly subsidized prices (Logan et al. 2009). They benefitted from the housing reform
and thus owned housing properties at the centre of Shanghai. The offspring of the
beneficiaries of the housing reform inherited these properties, and some of them still
lived in the centre of Shanghai. Thus, the housing reform and the commodification of
housing have led to the problem of housing unaffordability and housing inequality,
and therefore familial financial support and intergenerational transmission of housing
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are increasingly important for young people to achieve homeownership (Cui et al.
2019). The drastic increase in house prices after the housing reform in Shanghai and
the intergenerational transmission of housing reinforce the historical pattern of urban
social space and aggravate the hukou-based segregation in Shanghai.

Moreover, urban planning by the local government also plays an active role in
reshaping the socio-spatial configuration in Shanghai (Feng and Zhou 2003). The
renewal projects in the rundown neighbourhoods have improved the living conditions
and residential environment of the old town in Shanghai, attracting residents with
a higher socioeconomic status and resulting in the gentrification of the city centre
(He 2010). Besides, the development of the metro network and the construction of
the new high-tech development zone have promoted the development of suburban
areas and new towns. With the improvement of public transportation, residents who
were employed in high-tech industries located in suburban areas tended to move to
the periphery of the central area for a better job-housing balance and better living
conditions (Liu and Hou 2014). Thus, Shanghai experienced the processes of gentrifi-
cation and suburbanization (Yang 2005). Additionally, the construction of the metro
network exerts a direct effect on house prices. Houses around the metro stations
are more expensive than those away from metro stations, which are unaffordable
for people from the BOTTOM group, aggravating segregation between the TOP
and the BOTTOM groups. Through planning intervention, the Shanghai municipal
government also contributed to the exacerbation of residential segregation.

Apart from the driving forces mentioned above, demographic factors, such as
the family structure and household life cycle, play an important role in shaping
the socio-spatial configuration in urban China (Feng and Zhou 2008). For example,
the elderly may prefer inner-city areas with good access to public services, such as
public-funded hospitals, over suburban areas, while families with children would
rather live in gated communities in the periphery for more a spacious environment
and better living conditions (Feng and Zhong 2018). The demographic processes
result in socio-spatial differentiation in housing demands and thus shape the spatial
pattern of residential segregation.

9.6 Conclusion and Discussion

China’s economic reform has brought about a widening gap between the rich and
the poor and thereby has led to a rise in socioeconomic segregation in large cities.
This chapter provides an overview of the change in the level and spatial pattern
of residential segregation in Shanghai over the period 2000-2010. Our findings
reveal that socioeconomic status based on occupation has become a dominant axis
of segregation in large Chinese cities, as the level of segregation by occupation
has surpassed the level of hukou-based segregation. The evolving socioeconomic
residential segregation patterns in Shanghai have emerged from the combination of
market and institutional forces both of which favour higher socioeconomic groups
over lower socioeconomic groups.
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Anincreasing level of segregation in Shanghai is affected by various driving forces
at the macro, meso and micro levels. Market factors (e.g. globalization and marketi-
zation), institutional factors (e.g. the hukou system), social factors (e.g. social bonds
within migrant groups and discrimination from the mainstream society), the historical
legacy of urban inequality, urban planning practices and demographic processes (e.g.
family structure and household life cycle) have been interwoven to reshape the socio-
spatial structure of Shanghai. The confluence of these forces has led to the change in
the level and pattern of residential segregation. Inconsistent with findings from cities
of transitional Central and Eastern European countries, where increasing economic
inequality has promoted the formation of mixed neighbourhoods rather than segre-
gated neighbourhoods (Marcinczak et al. 2015), our findings from Shanghai suggest
that the widening of the income gap and the influx of internal migrants from elsewhere
have led to an increasing level of socioeconomic segregation.

It would be difficult to reverse the trend of increased segregation in Chinese cities
in the near future, as the market mechanism plays a dominant role in shaping the
urban landscape (Xiao et al. 2016). However, it is advisable for Chinese policy-
makers to adopt the following measures to counter segregation. Most importantly,
the government is advised to lower the threshold of attaining urban citizenship (urban
hukou) and gradually remove institutional barriers against migrants. Current qual-
ifications of urban hukou in large Chinese cities strongly favour those with higher
educational attainment or desirable skills (Zhang 2010). In addition, strict rules and
limited quotas exclude most of the migrants from urban hukou and the affiliated
public goods and services such as pension and medical insurance. A comprehensive
urban citizenship can improve migrants’ integration and lower the level of residen-
tial segregation. Second, the government is advised to provide education and skill
training for the low-end labourers and migrants since the accumulation of human
capital is effective for migrants to integrate into the host society and achieve upward
social mobility (Bian and Logan 1996).

Additionally, there is a need to provide more affordable housing in locations
accessible to the disadvantaged. Recent years have witnessed large-scale redevelop-
ment schemes carried out in many large cities. These redevelopment schemes are
criticized because they fail to satisfy migrants’ basic demand for accommodation
and do not address the negative consequences of poverty concentration (Wu et al.
2012). Besides, policymakers are advised to promote the development of mixed
communities by providing public rental housing' in middle-class neighbourhoods or
providing a rental allowance to avoid an excessive concentration of the vulnerable.
Moreover, the disadvantaged are forced to congregate in enclaves with poor living
environments. Providing open green spaces and improving the traffic conditions can
increase the value of these areas and therefore attract residents with a higher socioe-
conomic status. Last but not least, the pursuit of land revenue by the local government

Public rental housing is a government sponsored economic assistance aimed towards alleviating
housing expenses for low-income families or individuals, retired elderly, disabled or migrants with
stable employment in urban areas. The public rental housing is owned by the local government, and
the rental price is slightly lower than the market rental price.
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has led to a rapid increase in the price of housing and increased resident segregation
in urban China. Therefore, the local government should implement stiffer regula-
tions on real estate investment. By implementing these strategies, governments can
prevent the marginalization of the disadvantaged and ease the level of segregation in
Chinese large cities.
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Chapter 10 )
Increasing Inequality and the Changing e
Spatial Distribution of Income in Tel-Aviv

Tal Modai-Snir

Abstract Despite its egalitarian past, in recent decades Israel followed the foot-
steps of the United States in terms of growing inequality levels and reduced
welfare arrangements. It is assumed, therefore, to have followed similar trends of
increasing residential segregation between income groups. This study focuses on the
metropolitan area of Tel-Aviv, Israel’s financial and cultural centre and examines the
change in the spatial distribution of income groups between the years 1995-2008. It
identifies trends in segregation between top and bottom income earners, as well as
those between other income groups, given corresponding trends in income inequality.
In addition, it examines spatial patterns of affluence and poverty concentration and
assesses the influence of concentrated disadvantage among specific income and
religious groups on overall segregation trends.

Keywords Spatial inequality - Income segregation - Tel-aviv - Inequality trends

10.1 Introduction

The level of residential segregation by income (income segregation from hereafter)
is affected by the level of income inequality. This association has been investigated
in several studies during the past decade (Watson 2009; Reardon and Bischoff 2011;
Tammaru et al. 2015, 2019; Quillian and Lagrange 2016), and there is growing
insight about several aspects of this relationship. First, it is understood that different
characteristics of the income distribution affect the segregation of different income
strata. Second, it is known that the residential distribution of income groups can
follow diverse spatial patterns. Finally, it is acknowledged that given income dispar-
ities among ethnic or social sub-groups, increasing inequality affects the segregation
between such groups.

This chapter focuses on the metropolitan area of Tel-Aviv, Israel’s financial and
cultural centre. It examines the change in income segregation between the years 1995
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and 2008. Those were the years when population censuses were conducted, but also
a period in which inequality substantially increased. The study follows segregation
trends of various income-group combinations, relating them to trends in inequality at
different parts of the income distribution. A popular belief in Israel attributes a large
extent of inequality to the effect of two extremely disadvantaged groups in society,
Arabs and ultra-orthodox Jews. This study, therefore, also examines the effects of
those groups on total income segregation in the metropolitan area.

The objective of this chapter is to explore patterns of change in the spatial distri-
bution of income classes in the Tel-Aviv metropolitan area. The chapter will address
several questions that arise given the background of Israel’s inequality trends, its
unique socio-demographic context and the patterns of urban development in the Tel-
Aviv MA: How did the segregation of different income classes evolve and how did
segregation patterns correspond to inequality trends? Did the increasing relative
disadvantage of Arabs and ultra-orthodox Jews play a role in increasing income
segregation? How are the different income classes spatially distributed? Is this
distribution indicative of spatial patterns of povertylaffluence concentration?

10.2 Increasing Income Inequality in Israel
and Socio-spatial Implications

Israel was born as a socialist state in 1948 and through its first decades was char-
acterized by a progressive welfare policy. The days of socialism came to an end
within three decades. A political upheaval in 1977 marked a shift to a neo-liberal
regime, when the labour party, which led all governments until then, handed over the
reins to a right-wing coalition. This political shift is believed to have transformed
Israeli society. Another event, however, has also been considered a turning point
in Israel’s economy. A dramatic stabilization programme, which was conceived in
1985 following a severe economic crisis, reflected a final transition from socialism
to capitalism.

Following these developments, and as part of Israel’s integration in the global
economy, income inequality levels have increased substantially since the 1980s. The
Gini coefficient for disposable incomes' increased from 0.33 in 1985 to 0.38 in 2010.
Inequality in market incomes also increased substantially due to structural processes
in the labour market, with Gini coefficients mounting from a low of 0.47 in 1985 to a
high 0.51 in 2005. The significant reductions in direct taxes and transfers resulted in
increased participation in the labour market and decreased unemployment, which led
to a substantial decrease in inequality, based on market incomes, from 2005 onwards.
Inequality in disposable incomes, however, remained very high given the reduced
transfers (Cornfeld and Danieli 2015), and as of 2015, Israel stands out together with
the US as the most unequal among developed countries (OECD 2015).

'OECD data, extracted from OECD.Stat.
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Israel also stood out (as of 2005) as having extreme upper and lower tail inequality
(Ben-David and Bleikh 2013). Trends in wage decile ratios over the past decades
indicate substantial increases in upper tail inequality (P90/P50) and decreases in
lower tail inequality (P50/P10) during about a decade since the mid 1990s, which
offset increases in that inequality during the previous decade (Cornfeld and Danieli
2015). The concentration of income among the top decile and top percentile is less
extreme in Israel than in several OECD countries (Ben-David and Bleich 2013, as
of 2005).

Increasing residential segregation appears from increasing income disparities
among classes that affect the differential spending on housing. The increase in
inequality levels involves diverse changes in the distribution of income and corre-
spondingly, there may be diverse patterns of change in income segregation. Under
conditions of increasing inequality, income disparities between the top and bottom
classes inevitably increase and so does the segregation of top and bottom income
groups. A study of income inequality and segregation among 13 European cities
revealed that, in all of them, segregation between top and bottom classes increased
with the increase in income inequality (Marcificzak et al. 2015). Increasing inequality
may also manifest in changing disparities within different parts of the distribution
which can affect income segregation, respectively. Lesser disparities in the lower
part of the distribution and greater disparities in the upper part of the distribution are
associated with greater segregation of affluence which is a most common aspect of
segregation in contemporary cities of the developed world (Reardon and Bischoff
2011; Marcinczak et al. 2015; Quillian and Lagrange 2016).

The degree to which the income differential is translated into increasing resi-
dential segregation depends, to a great extent, on housing policies. The decline
of the Israeli welfare state manifested also in the evolution of housing policies.
During the first decades after Israel’s establishment, housing policies were directed
to achieve collective goals such as immigrant absorption and population dispersal in
the country’s periphery (Carmon 2001). The public housing sector peaked at a share
of around 23% by the end of the 1950s, a share that remained stable for another
decade (Werczberger and Reshef 1993). In contrast with many countries where the
privatization of public housing reflected a reversal of housing policies, in Israel priva-
tization was an ongoing policy long before the political shift, reflecting a preferential
status of homeownership (Werczberger and Reshef 1993; Werczberger 1995). Priva-
tization through the sale of public housing units to occupying renters intensified over
the years and by 2015, the public housing sector constituted only 3% of the housing
stock in Israel (Hananel et al. 2018). Despite the important decline of this sector,
it is not assumed to have had an important role in changing residential segregation
within the Tel-Aviv MA, as most public housing were located in peripheral areas.
However, it may have played a role in the positioning of Israel’s central urban area
as increasingly wealthier.
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10.3 Inequality Among Socio-demographic Groups
in Israel

In many cities, income disparities among ethnic groups generate complex patterns of
segregation that involve both the socioeconomic dimension and the ethnic dimension.
The effect of increasing income inequality on the segregation of disadvantaged social
groups depends on whether disparities are growing between or within sub-groups. In
addition, there is also a question of whether groups compete in the same housing sub-
markets. The less the groups are constrained to separate sub-markets, the stronger the
link between income inequality and segregation within each sub-market (Reardon
and Bischoff 2011).

The Israeli population is very heterogeneous in terms of ethnic origin and religious
identity. Income inequalities are related, to some extent, to disparities among popula-
tion sub-groups. The two most disadvantaged groups are Arabs” and ultra-orthodox
Jews,? which together account for approximately 30% of the total population, and are
both characterized by low education levels, low participation in the labour market and
high fertility rates. Poverty rates among these groups (based on disposable incomes)
significantly increased during the period 1992-2011 and reached a high of 50% and
57%, respectively (Ben-David and Bleikh 2013). The popular belief is that the high
overall poverty rates in Israel (among the highest in OECD countries*) and the high
inequality levels can be attributed to the effect of those disadvantaged sub-groups.
A simulation of poverty rates excluding those sub-groups revealed that in such case
poverty rates would not show important increases since the late 1990s and that the
rate as of 2011 would be 8.5% points lower (ibid.). Similar simulations (excluding
Arabs and ultra-orthodox Jews) with respect to inequality levels show a relatively
modest reduction in the Gini index which would, nevertheless, still be very high
compared to OECD countries (Ben-David and Bleikh 2013; Cornfeld and Danieli
2015).

Arabs and ultra-orthodox Jews are extremely segregated spatially. Of the total
Arab population, at least 65% live in separate towns and villages® (in which the
population is almost 100% Arab). The rest who live in a few mixed cities are also
highly segregated, mostly in separate neighbourhoods (Falah 1996). Of the ultra-
orthodox Jews population, it has been estimated that during the period 2002-2009
around 75% lived in cities or neighbourhoods identified as relatively homogeneous

2The Arab ethnic category composes approximately 20% of the Israeli population. It consists of
Muslims, Christians, Druze and more, of which the former is the largest (82% of total population
with Arab ethnicity, according to 2008 census) and the most disadvantaged.

3Ultra-orthodox Jews accounted for approximately 10% of the population in 2008. Identifying the
group of ultra-orthodox in statistics is very complex. These figures are estimated by Friedman et al.
(2011).

4Around 18% in 2011, according to OECD data, retrieved from OECD.Stat.

SEstimated by the author based on published census data from 2008.
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ultra-orthodox.® Economic inequalities are not the main driver of segregation of either
of these groups. The segregation of Arabs has been shaped by historical settlement
patterns and by the ongoing political tension between the Arab minority and Jewish
majority. The segregation of ultra-orthodox Jews is voluntary and is based on their
rejection of secular western values, culture and lifestyles and as a means of limiting
external influence on the community (Shilhav 1993). Even though segregation in
these two cases is not driven by economic factors, the groups may contribute signif-
icantly to indices measuring economic segregation given their spatial isolation and
distinct socioeconomic disadvantage. Since these groups do not compete in the same
housing sub-markets as the majority group, their increasing relative disadvantage
may manifest as increasing income segregation, whereas the sorting processes itself
would not necessarily be highly affected by increasing income disparities.

Being an immigrant society, Israel’s Jewish population is also very diverse in
terms of ethnic origin. The main ethnic division is between Jews that originated
from Europe and America and those that originated from countries in Africa and the
Middle East. Those originated from Europe and America consistently held a higher
socioeconomic status than those from Africa and the Middle East and income gaps
are persistent (Haberfeld and Cohen 2007). The socioeconomic gap plays arole in the
residential segregation of the two ethnic groups (Kraus and Koresh 2012). In contrast
with Arab and ultra-orthodox Jews, those ethnic groups take part in the same housing
market. Socioeconomic disparities are assumed to take the lead in residential sorting
processes between those sub-groups, but prejudice and discrimination are not likely
to be substantial in the housing market within Israel’s central region compared to the
context of non-Western immigrants in other developed countries and compared to
the context of racial divisions in North America.

10.4 The Tel-Aviv MA: Development and Transition

The Tel-Aviv MA is Israel’s financial and cultural centre. Its core city was established
in 1909 as a Jewish suburb of the historical Arab city of Jaffa. The urban area devel-
oped along the Mediterranean seashore to the north and south. According to current
delineations, the MA stretches between the ‘Hefer Valley’ regional council in the
north (bordering the city of Netanya) and the city of Ashdod in the south (Fig. 10.1).
The metropolitan area unites 30 cities and towns, and 183 rural settlements. The popu-
lation of the Tel-Aviv MA increased from 2.45 million in 1995 to 3.23 million in 2008,
constituting 44% of the Israeli population in both years. As of 2008, 90.4% were
Jewish, 5.4% Arabs and 4.3% ‘others’ (a category which commonly refers to non-
Arab Christians). More than 60% of Arabs live in six Arab towns/villages and the rest
live in three mixed cities: Tel-Aviv, Lod and Ramla, where they constitute 4%, 30%

These figures are based on estimates by Gurovich and Cohen-Kastro (2004) who used voting
patterns to identify ultra-orthodox geographic concentrations in 1996 and updated estimates for the
period 2002-2009 (Friedman et al. 2011).
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and 20% of local populations, respectively, and mostly live in predominantly Arab
neighbourhoods. Of the Jewish population, approximately 8% are ultra-orthodox
that live in predominantly ultra-orthodox cities and neighbourhoods.

Due to the increasing connectivity with global markets, Tel-Aviv has evolved as a
world city (Kipnis 2004). While in 2000, it was classified as a Gamma city based on
global connectivity rankings,” in 2008 and 2016 it was classified Beta+ and Alpha —,
respectively. These leaps in rankings exemplify the intense effect of globalization
processes on the city of Tel-Aviv as well as its increasing importance worldwide. One
of the claimed developments of globalizing cities is the changing income structure

"Based on The Globalisation and World Cities Research Network (https://www.lboro.ac.uk/gawc/).
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Fig. 10.2 Distribution of income groups and change over time (Processed by author based on the
census data acquired specifically for this research from the Israeli CBS)

which is also evident in the Tel-Aviv MA. The top income quintile, based on the
national income distribution, has gradually increased, whereas the bottom income
quintile has slightly dropped (Fig. 10.2). It means that higher income groups were
over-represented and lower income were under-represented in the MA. These figures
indicate higher productivity and higher wages in the core region. They also most likely
indicate that income sorting processes within the MA are intertwined with sorting
processes occurring at the inter-regional level.

The increasing economic dominance of the MA has manifested in increasing
housing demand. This led to extensive growth and expansion outwards which
involved the massive conversion of agricultural land to residential use in the less
urbanized periphery of the MA (Razin 1996; Bittner and Sofer 2013). This expan-
sion reproduced the socioeconomic landscape of the historical north—south disparities
that were prevalent since the establishment of Tel-Aviv city in 1909 along the histor-
ical railway to Jerusalem. The patterns of new development intensified disparities
such that the MA can be considered as highly polarized between north and south
(Modai-Snir and van Ham 2018).

Given the background of Israel’s inequality trends, its unique socio-demographic
context and the patterns of urban development in the Tel-Aviv MA, the chapter will
address the following questions:

(1) How did the segregation of different income classes evolve and how did segrega-
tion patterns correspond to inequality trends? In the absence of housing policies
to counteract segregation, inequality trends are expected to have translated into
increased segregation of top and bottom classes. Also, the segregation of afflu-
ence is expected to increase given the increasing upper tail inequality in Israel.
As the concentrations of income among the top decile are not extreme in Israel,
this will manifest in the segregation of affluence which does not necessarily
increase at the extreme of the income distribution.

(2) Didthe increasing relative disadvantage of Arabs and ultra-orthodox Jews play
a role in increasing income segregation? The modest effect of those groups
on the overall inequality is expected to be replicated in the context of income
segregation. Since the groups (especially Arabs) are underrepresented in the
Tel-Aviv MA, the effect might turn out as negligent.
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(3) How are the different income classes spatially distributed? Is this distribu-
tion indicative of spatial patterns of povertylaffluence concentration? There
is already evidence that the socio-spatial structure of the Tel-Aviv MA has
developed in a spatially polarized manner. Addressing this question, additional
spatial aspects of the clustering of income classes are examined, which cannot
be explored using dissimilarity indices alone.

10.5 Data and Methods

This study is based on data from the two recent censuses, 1995 and 2008, which
were processed by the Israeli Central Bureau of Statistics (CBS). Compared to other
countries, therefore, census data is less updated, and the 13-year time gap between
censuses is longer than the 10-year standard gap in most countries. The research area
is the Tel-Aviv MA as delineated by the Israeli CBS. Its boundaries are based on
functional relationships among localities that surround the city of Tel-Aviv and are
identical in 1995 and 2008. The basic spatial unit used is the census tract, which is a
close approximation of a neighbourhood. The division to census tracts is only avail-
able in localities with more than 10,000 residents. Smaller localities are considered
one census tract.

In this study, income data was used to analyse residential segregation. The dataset
comprises of counts of individuals pertaining to each income decile, of those who
were employed and whose monthly income exceeded 100ILS,? including all employ-
ment statuses. Income data from the 1995 census were collected from a 20% sample.
The 2008 census data were collected for the whole population from administra-
tive sources. Income decile cut-offs are based on the national income distribution
of each year, respectively. Census tracts with less than 30 employed individuals
were excluded from the analysis. Also, illegal workers and asylum seekers are not
included in census data, and so their effect on segregation is not accounted for. The
number of census tracts, as well as the number of employees, have substantially
grown between the two censuses. This reflects extensive metropolitan development
during that period. The final dataset includes 900 census tracts in 1995, in which the
average number of employees was 949, and 1027 census tracts in 2008, in which the
average number of employees was 1484.

Income quintile counts are used for mapping location quotients and neighbour-
hood income compositions. Segregation is measured using dissimilarity indices for
different pairs of income classes, using various aggregations of the data.

81LS—Israeli new shekel. 100 ILS was equivalent to 20 EUR in 2008 (around 25 Euros as of 2019).



10 Increasing Inequality and the Changing Spatial Distribution of Income ... 199

10.6 The Segregation Between Income Classes
in the Tel-Aviv MA

Dissimilarity indices (DI) for different combinations of income groups for the years
1995 and 2008 (Table 10.1) reveal the trends in income segregation. The most domi-
nant trend is the increase in the segregation of the top group (deciles 1 and 2) from
middle and middle-high groups, increases of more than 20%. There were also more
moderate increases in DI concerning the bottom and middle/top deciles. Those trends
are also evident when focusing on aggregate income groups; the DI of the top and
middle groups increased by 18%, while those of top/bottom and middle/bottom
groups increased by only 12% and 10%, respectively. Another interesting finding is
that, in 2008, the DI of the top and middle groups is not much lower than the index
computed for the top and bottom groups (0.26 vs. 0.28, respectively).

The level of aggregation is an important issue to consider. The segregation of top
and bottom income groups appears to have increased the most when operationalized
as the top and bottom quintiles (from 0.28 to 0.33, 18%, compared to 15% when
operationalized as the top and bottom deciles and 12% when operationalized as
three top and three bottom deciles). It appears that in the case of the Tel-Aviv MA,
the top quintile is the most important aggregation to focus on when dealing with the
segregation of affluence. The trends in income segregation, as shown in the changes
in DI among income groups, conform to the evolution of inequality in Israel which
has been characterized by increasing income gaps at the top of the distribution, with
less extreme concentration of income at the top decile and top percentile compared
to several OECD countries.

Another feature of Israel’s inequality is the contribution of two disadvantaged
groups, namely Arabs and ultra-orthodox Jews, to the level of inequality in Israel.

Table 10.1 Dissimilarity indices (multiplied by 100) for income groups in Tel-Aviv, 1995 and 2008
(below and above the diagonal, respectively). Top and Bottom groups refer to deciles 1-3 and 810,
respectively, and Middle group refers to deciles 4-7. (Processed by author based on the census data
acquired specifically for this research from the Israeli CBS)

1 2 3 4 5 6 7 8 9 10 | TOP MID BOT
1 22 30 36 41 42 44 43 42 39
2 20 16 21 26 28 30 30 29 27
3 25 13 15 18 20 23 22 22 22
4 30 18 14 14 16 18 18 19 19
5 34 21 16 13 14 15 16 16 17
6 36 24 18 15 13 14 15 16 18
7 38 26 21 16 14 13 15 15 17
8 39 27 21 17 15 13 14 14 17
9 38 27 21 17 16 13 14 13 15
10 34 23 18 16 16 15 16 15 15
TOP 26 28
MID 22 11
BOT 25 10
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Table 10.2 Dissimilarity indices computed for top and bottom income groups (three different
classifications) in the Tel-Aviv MA, 1995 and 2008, after excluding tracts which are predominantly
Arab or ultra-orthodox (Processed by author based on the census data acquired specifically for this
research from the Israeli CBS)

1995 2008 % change (%)
Top/botom decile 0.33 0.38 15
Top/botom 2 deciles 0.28 0.32 14
Top/botom 3 deciles 0.24 0.27 13

Table 10.2 presents a simulation that aims to examine whether income segregation
levels in the Tel-Aviv MA are affected by the presence of these populations. DI of
top and bottom income groups, using different aggregations were computed after
excluding tracts which are predominantly Arab or ultra-orthodox. In the case of
the Arab minority, tracts in ethnically mixed cities were excluded if the minority
accounted for more than 60% of the local population. In total, 49 tracts out of 900
were excluded in 1995 and 60 tracts out of 1027 in 2008. Excluded ultra-orthodox
tracts were those identified as such by Gurovich and Cohen-Kastro (2004) based on
voting patterns. The results of the simulation indicate slight reductions in income
segregation levels. For example, the simulated DI of top and bottom deciles in 2008
is 0.38, compared to 0.39 for the total sample of tracts. The simulation for 1995
reveals the same reduction of DI (0.01), 0.33 compared to 0.34 for the total sample.
The indices computed for top and bottom quintiles and for the top and bottom 3
deciles show a consistent reduction of 0.01 for both 1995 and 2008. Altogether,
the simulated DI show reductions ranging between 2 and 4% when excluding tracts
which are predominantly Arab or ultra-orthodox, indicating a weak effect of the
presence of those specific populations on income segregation in both years.

10.7 Changing Spatial Distributions of Top and Bottom
Income Quintiles in the Tel-Aviv MA

The period 1995-2008 was not only dramatic in terms of the growth and expansion
of the MA, but also in terms of change in the socio-spatial structure. The change is
very much evident in maps that portray the spatial distributions of the top income
quintile (Fig. 10.3, top panel). In 1995, census tracts that were characterized by the
highest Location Quotient (LQ) of the top income quintile (i.e. those with the highest
concentration of high-income residents) were scattered and quite uniformly spread
throughout the MA. In 2008, such census tracts were substantially more clustered,
and their spatial distribution was skewed to the north; most large clusters of neigh-
bourhoods of the highest LQ can be found in the northern part of the MA, while
in the south such neighbourhoods remained scattered. The visual impression of the
differences between the maps, however, is distorted by the significant increase in the
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Fig. 10.3 Location quotients of the top and bottom income quintile (top and bottom panels, respec-
tively) in the Tel-Aviv MA, 1995 and 2008 (Processed by author based on the census data acquired
specifically for this research from the Israeli CBS)
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number of neighbourhoods during that period. Both the numbers of neighbourhoods
characterized by the highest and lowest LQ increased. However, in percentage terms,
the former increased from 12 to 17%, whereas the latter stayed stable. Further exam-
ination reveals that neighbourhoods with very high concentrations of high-income
residents increased at the expense of more mixed neighbourhoods with moderate
concentrations, as will also be confirmed in subsequent analysis. As for the spatial
distribution of the bottom income quintile, (Fig. 10.3, bottom panel), there is no
substantial change over the study period in clustering patterns and locations of
neighbourhoods with different relative shares of low-income residents. Moreover,
the shares of each LQ categories were similar in 1995 and 2008.

10.8 Changing Socioeconomic Compositions in Tel-Aviv
Neighbourhoods

The changing spatial distribution of income groups is also reflected in how they
mix within neighbourhoods. Based on a typology of neighbourhood socioeconomic
compositions from Marcinczak et al. (2015), which is based on occupational groups,
in this chapter, the neighbourhoods are classified according to the composition of
income classes. Each neighbourhood type is characterized by a distinctive mix of
income classes which is defined by the shares of individuals pertaining to each
class. Income classes to which individuals pertain were defined based on income
deciles: Those pertaining to the three top and three bottom deciles were considered
as pertaining to ‘high’ and ‘low’ income classes, respectively. Those pertaining to
the four middle deciles (4—7) were considered as pertaining to the ‘middle’ income
class.

During the study period, the share of neighbourhoods that were classified as
‘mixed’ decreased significantly (from 33.6 to 22.7%). This decrease was accompa-
nied by a substantial increase in the proportion of neighbourhoods with high and
middle-high statuses (from 36.3 to 45.9%) and a lesser increase in the proportion
of middle-low neighbourhoods. Interestingly, the proportion of low-income neigh-
bourhoods slightly decreased, but it was very small in the first place (2.4% in 1995
and 1.6% in 2008).

The changing distribution of metropolitan neighbourhoods among types involved
distinctive spatial patterns (Fig. 10.4). While the decrease in the proportion of
mixed neighbourhoods seems to be uniformly spread, the increase in high and high-
middle neighbourhoods is not even. The emergence of high-income neighbourhoods
was mainly in the north part of the MA, closer to the core. Middle-high-income
neighbourhoods emerged in the southern part of the metropolitan area and in its
northern outskirts. Middle-low-income neighbourhoods continued to cluster in the
most urbanized areas (visually they can be identified as the smaller tracts). Polarized
neighbourhoods changed locations completely between 1995 and 2008, implying that
polarization characterizes neighbourhoods in transition. A close inspection reveals
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Fig. 10.4 The distribution (bottom panel) and spatial distribution (top panel) of neighbourhood
types based on their income composition in the Tel-Aviv MA, 1995 and 2008 (Processed by author

based on the census data acquired specifically for this research from the Israeli CBS)

that neighbourhoods that were polarized in 1995 were predominantly middle-high-
or high-income in 2008. Polarization can be thus considered a temporary phase that
characterizes upgrading neighbourhoods. While in most urban areas, this process
would be associated with gentrifying inner-city neighbourhoods, in the Tel-Aviv MA
at that period this process is rather associated with the upgrading of rural places at the
outskirts of the MA. Those places did not only experience generational replacement
but also expansion and development following the massive conversion of agricultural

land to residential use.
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10.9 Conclusions

This study explores the changing spatial distribution of incomes in the metropolitan
area of Tel-Aviv, Israel. It is focused on the period between 1995 and 2008 during
which inequality increased substantially. The study addresses a series of questions
of which the first deals with the segregation of different classes and the connection to
inequality trends. Predictions regarding this question were quite correct. Segregation
of top and bottom income groups significantly increased between 1995 and 2008,
for all group definitions (narrower and wider), as reflected in dissimilarity indices.
The segregation of top and bottom quintiles was larger than the segregation of top
and bottom deciles, which corresponds to the fact that Israel does not stand out
in income shares held by the top decile or centile. The segregation of affluence was
much higher than the segregation of poverty in both years, and its rate of increase was
the highest. This corresponds to the trends in upper tail inequality. Trends in income
segregation also correspond to the changes in the distribution of neighbourhoods
among neighbourhood types according to their income composition. A decline of
around 50% in the proportion of neighbourhoods which were ‘mixed’ is quite a
dramatic change in the socio-spatial structure which inevitably means an increase in
segregation.

The second question was whether the increasing relative disadvantage of Arabs
and ultra-orthodox Jews played a role in increasing income segregation. The simula-
tion of dissimilarity indices after excluding predominantly Arab and ultra-orthodox
tracts revealed that the two distinct populations seem to not have a significant effect
on income segregation in metropolitan Tel-Aviv; the exclusion of those tracts reduced
between 2% and 4% of segregation measures. The effect of the presence of those
disadvantaged groups on residential segregation is much weaker than we would
expect, given the substantially higher poverty rates among those groups and the
significant increase in poverty rates during the period 1992-2011 (Ben-David and
Bleikh 2013). This may be related to the under-representation of the groups in the Tel-
Aviv MA (especially the Arab group which makes up around 5% of the metropolitan
population compared to 20% in the total Israeli population). Another possible expla-
nation is that disparities between those groups and the majority population within
the MA are lesser than at the national level. This possibility should be addressed in
further research provided that sufficient individual-level data of these groups can be
collected, which is especially challenging in the case of ultra-orthodox Jews.

The last question deals with how income classes were spatially distributed across
the MA over time, and whether there are indications of changing spatial patterns of
affluence/poverty concentration. The maps provide preliminary indications regarding
the changing socio-spatial structure of the MA and the changing concentration of
affluence and poverty over the research period. Location quotient maps show that low-
income classes were quite evenly spread both in 1995 and 2008, whereas high-income
classes became very spatially clustered in 2008. The clusters of affluent groups are
much larger in 2008 than in 1995 and indicate that they no longer concentrate in
specific neighbourhoods but in entire districts or cities. This change may have a
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negative impact on the potential interaction among classes and on the distribution of
economic and political resources featured at the municipality level.

The numbers of high- and middle-high-income neighbourhoods increased signif-
icantly over time and so did their shares of total metropolitan neighbourhoods. The
changing distribution of neighbourhoods among types involved particular spatial
patterns. The map of neighbourhood types highlights a distinction between the spatial
distributions of high- and middle-high-income neighbourhoods. In 1995, both were
evenly spread across the MA, apart from a slight under-representation of high-income
neighbourhoods in the far north of the metropolitan area. In 2008, high-income neigh-
bourhoods were clustered across the entire northern part of the metropolitan area,
and especially close to the core; middle-high-income neighbourhoods emerged in
the southern part of the metropolitan area and in the northern outskirts. This finding
adds insight into the patterns of north—south polarization.

Poverty rates in Israel are among the highest in the OECD, but both the location
quotient map and the neighbourhood types map indicate that there was hardly any
concentration of poverty in the MA in either year. There were very few scattered poor
neighbourhoods. The lowest prevalent neighbourhood status was low-middle-income
neighbourhoods. In that respect, it can be said that the socioeconomic landscape of
the Tel-Aviv MA, despite the high inequality and poverty rates in Israel, is different
than urban areas in the United States where concentrated poverty is an issue of great
concern. There is, however, some difference between the classification of ‘concen-
trated poverty’ in the United States and ‘low-income’ neighbourhoods in the context
of this study, which should be considered. Neighbourhoods of concentrated poverty
in the United States are usually characterized as those with at least 40% poor (e.g.
Jargowsky 2013). In this study, low-income neighbourhoods are those in which at
least 50% of the residents are low income. However, low-income residents in this
classification are those pertaining to the three bottom deciles, which is a much wider
group than those defined as strictly poor. With poverty rates in Israel of around 18%,
the poor can be defined approximately as those pertaining to the two bottom deciles.
The inclusion of low-income people who are not considered strictly ‘poor’ should
compensate for the reductionist 50% definition of neighbourhoods with concentrated
poverty.

Altogether, this study reveals trends of increasing income segregation in Tel-Aviv
MA, which conforms to other cities in the developed world. However, the fine-
grained picture of segregation reflects particular inequality trends in Israel, as well
as the interaction with its particular socioeconomic landscape and patterns of urban
development.
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Chapter 11 )
Changes in Occupational Structure e
and Residential Segregation in Tokyo

Masaya Uesugi

Abstract Similar to other industrialized countries, Japan has experienced a growth
in income inequality since the 1980s. Furthermore, in the past few decades, Tokyo
has come to adopt a more liberalist position for not only welfare and housing policy
of the state but also to urban policy. This chapter examines the changes in socio-
spatial inequality in Tokyo from 2000 to 2015. During this period, segregation indices
confirm some level of residential separation between the top and bottom occupational
groups, and segregation is fairly stable over time. This suggests that certain factors
counteract the increase of residential segregation. A comparison between the Tokyo
Metropolitan Region and the core city reveals that the core city amplifies spatial
inequality. In contrast to the limited change in the city-wide levels of segregation,
the changes in the residential patterns show that people with high occupational status
tend to concentrate around the main railway station in suburban areas in the region
and inside the core city, especially adjacent to the central neighborhoods.

Keywords Occupational structure - Residential segregation + Neighborhood -
Tokyo

11.1 Introduction

Since the 1960s, a robust middle class has developed along with the growth of
the economy in Japan. Around 1970, Japan belonged to the group of the lowest
economic inequality among the OECD countries, along with the Nordic countries
(Sawyer 1976). However, the Gini coefficient and the relative poverty rate increased
and became higher than the OECD average in the 2000s, which evoked public and
political discourse on various forms of inequality (Chiavacci and Hommerich 2017).

An important manifestation of inequality from a geographical perspective is resi-
dential segregation. Recent international comparative studies suggest that levels of
residential segregation depend not only on levels of economic inequality but also
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on contextual factors such as welfare, housing regimes, and political and institu-
tional environments (Tammaru et al. 2016). Tokyo is not only Japan’s center of
economy, politics, and culture but also one of the most global cities with New
York and London, as highlighted by Sassen (1991), whose examination of social
polarization and its impact on social geography has attracted abundant interest from
scholars. In the central part of Tokyo (Tokyo City area consists of 23 special wards;
hereinafter, referred to as City), a distinct pattern of socio-economic segregation
has been identified for several decades: white-collar workers are concentrated in the
upland area (Yamanote) and spread from the center to the west of the city, and the
blue-collar workers live principally in the lowland downtown area (Shitamachi) in
the east (Kurasawa and Asakawa 2004). In the early 2000s in particular, managerial
workers tended to concentrate in the city center (Wakabayashi and Koizumi 2018).
On the other hand, although acknowledging such a contrast in general, Fujita and
Hill (2012) and Wissink and Hazelzet (2012), who investigated the proportion of
different social classes at the neighborhood level, suggested that neighborhoods in
Tokyo are socially mixed.

Another definition of the Tokyo area is the Tokyo Metropolitan Region (here-
inafter, referred to as Region), which includes suburban areas of neighboring
municipalities. Studies at the level of municipalities found that the distribution of
high-income residents shifted from the suburbs to the city from the 1980s to the
2000s (Jacobs 2012; Toyoda 2007). They also stress that residential segregation has
increased with elevated income levels in Yamanote and the city center, and decreased
income levels in Shitamachi and the peripheral area.

We must ask ourselves if the level of residential segregation in Tokyo is greater
than in cities of other countries. Fielding (2004) demonstrated that although there
is a certain degree of socio-economic segregation at neighborhood level in Japan,
it is lower than that of a British city. As reasons for this, he refers to the smaller
income disparity in Japan compared to Great Britain. In addition, Fujita and Hill
(2012) argued that several factors, including a centralized tax system and public
housing policy, prevent income inequality from leading to class-based segregation
in Tokyo. Jacobs (2005, 2012) confirmed that residential segregation in Tokyo was
less than in the larger US metropolitan areas, despite the fact that income disparity
between municipalities expanded in the Tokyo metropolitan area after the 1980s.
He emphasizes the significance of severe restrictions on immigration (the number
of migrant workers is very low in Tokyo) and the government policy to prevent
socio-economic fragmentation of municipalities in Japan.

Previous studies on segregation in Tokyo covered its changes until the mid-2000s,
but since the late 2000s, Tokyo has experienced some major socio-economic changes,
such as the global financial crisis triggered by the bankruptcy of Lehman Brothers in
2008, the M9.0 Great East Japan earthquake' of 2011, and unprecedented monetary
easing by the central bank of Japan from 2013. Income inequality, the welfare system,
and the housing system are also changing. In this chapter, based on these contextual
changes, we elucidate the process of social-spatial change in Tokyo from 2000 to
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2015. In addition, this study will contribute to the field of socio-economic segregation
by emphasizing the relationship between city and suburb based on two different
definitions of Tokyo (Region and City).?

11.2 Context

11.2.1 Income Inequality

Since the 1980s, income inequality has been increasing in many countries (OECD
2015). During this time, income inequality has also been on the rise in Japan,
albeit slightly, as indicated by the Gini coefficients of equivalent disposable income.
However, the size of the coefficient varies somewhat depending on which data are
used. OECD data indicate the coefficient increased from 0.30 in 1985 to 0.34 in
2000 and decreased slightly to 0.32 in 2003. After that, the coefficient rose to 0.34
again in 2009. Nevertheless, the Gini coefficient of 0.33 in 2013 remained higher
than the OECD average of 0.32 (OECD 2015). Japan’s Gini coefficient, based on
the National Survey of Family Income and Expenditure provided by the Ministry of
Internal Affairs and Communications, is smaller in size, but indicates a similar trend:
it increased from 0.25 in 1984 to 0.28 in 2009 and remained flat in 2014.

The publication of statistics indicating growing income inequality in Japan from
the 1980s until the 1990s provoked strong reactions; for example, Tachibanaki’s
(2005) assertion that Japan is no longer a middle-class society. However, the reasons
for these changes are not universally agreed upon, with some also pointing a finger
at the aging population and the shrinking size of households (Ohtake 2008). Never-
theless, Shikata (2013) argued that income inequality began to increase within age
groups after 2000 and that this was due to factors such as the increase in irregular
employment in all age groups, rather than demographic causes. In fact, since 2007,
over one-third of all workers have been irregular workers, and their number has
doubled since the 1990s (MHLW 2013).

11.2.2 Welfare System

There is no consensus regarding which of the three main types of welfare regimes of
Esping-Andersen (1990) corresponds to that of current Japan. As described below,
the characteristics of the Japanese welfare state can be aligned with multiple welfare
regimes (MHLW 2012). First, policy in Japan has emphasized employment security,
protecting employment through measures such as minimizing layoffs by companies
and public work projects. Japan also guarantees a pension, health insurance, and
services to all its citizens. As aresult, the country has maintained a low unemployment
rate on par with that of countries with social democratic welfare regimes. Conversely,
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Japan’s system includes characteristics of a conservative welfare regime; for example,
the generous social security benefits for the elderly and its strong emphasis on the
family. However, the system also contains elements peculiar to a liberal welfare
regime. Social security expenditure, as a whole, is relatively limited and medical
benefits (universal health care) in Japan are comparable to those in the US and the
UK as a share of GDP.

Since the 1990s, however, increasing globalization of the economy and intensified
international competition among companies as a result of the government’s liberal
policies, have fostered an increase in the number of irregular workers, who can be
utilized flexibly and cheaply. Widespread layoffs of temporary workers became a
social problem during the 2008 economic crisis, highlighting the limited institu-
tional support available to those who have left the labor market. As social secu-
rity expenditure balloons to keep pace with the aging population, calls for fiscal
reform have increased and benefits, such as medical benefits and pensions, are being
reduced. Consequently, for example, individual pensions have become smaller for
nearly 20 years.

11.2.3 Housing System

Japan’s post-WWII housing policy was drawn up with the aim of improving defi-
cient housing and ameliorating housing shortages. Under the principle that every
family should have its own home, the core of the housing policy was that such
housing systems should ultimately allow individuals to acquire their own housing
via the market, principally by providing support in the form of mortgage loans. The
government provided the middle-income households with long-term and low-interest
loans to buy their own home through the Government Housing Loan Corporation. In
addition to that, the government encouraged housing ownership with a tax reduction.

The population living in urban areas increased rapidly in Japan during the period of
high economic growth from the 1950s to the 1960s. As the economy grew, residential
developments in the suburbs, featuring mainly detached single-family homes, served
to house the rapidly expanding middle class. During the 1980s economic bubble,
soaring land prices further accelerated the move to the suburbs. An overview of
the Tokyo metropolitan area suggests that homeownership developed chiefly in the
suburbs. In the city center and adjacent areas, where land prices were high, affordable
land and housing were in short supply. Consequently, homeownership rates limped
behind those observed in the suburbs (Takagi 2012).

Therefore, Tokyo, to this day, has a relatively small stock of public housing,
including housing aimed at the middle-income bracket, and the percentage of people
who own their houses is almost the same as the percentage of people using the
private rental market. In spite of the weak support for the private rental market and
the absence of rent regulation, the proportion of private rental housing tends to be
high in urban areas. On the contrary, public housing provided by local governments
has an income ceiling for tenants and the rents are regulated. The census revealed
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Table 11.1 The number of households by housing tenure, 2000-2015

Owned houses Private rented | Public rented houses | Others

houses

Region |2000 |6,957,839 (54%) | 4,247,686 928,973 (7%) 780,023 (6%)
(33%)

2005 | 7,878,778 (57%) |4,418,882 957,324 (7%) 671,051 (5%)
(32%)

2010 | 8,604,807 (56%) | 5,063,638 957,222 (6%) 682,040 (4%)
(33%)

2015 |9,151,634 (57%) | 5,328,063 903,839 (6%) 584,339 (4%)
(33%)

City 2000 | 1,535,209 (42%) | 1,552,984 308,846 (8%) 255,952 (7%)
(43%)

2005 | 1,802,545 (46%) | 1,594,717 317,194 (8%) 222,169 (6%)
(41%)

2010 | 1,974,012 (44%) | 1,928,585 320,316 (7%) 244,417 (5%)
(43%)

2015 |2,131,735 (45%) | 2,060,441 308,212 (7%) 222,845 (5%)
(44%)

Source Population census

that in 2010, 44% of households in the City-owned their own houses, while those in
private rental housing comprised 43%, and those in public housing 7%, indicating
that little has changed since 2000 (Table 11.1).

However, this system has been gradually crumbling since the mid-1990s. The
5-year housing plans, which were implemented by the goverment from 1961 during
a period of high economic growth in order to supply sufficient housing stock, took
a more market-oriented turn in the 2000s. Another development was the Basic Act
for Housing, enacted in 2006 amid trends such as population decrease, a declining
birthrate, and an aging population. This law aims to improve the environment of
the housing market by, for example, ensuring a stable supply of housing loans and
implementing tax-related measures.

11.2.4 Urban Policy

In Tokyo, Urban Regeneration was launched by the state as a policy to reverse
the long-term recession that followed the collapse of the bubble economy in 1991
and that dragged on throughout the 1990s. The “emergency development areas for
urban regeneration” were designated principally in the three central wards, with the
aim of attracting private investments in urban development. By the first half of the
2000s, these areas experienced a marked increase in the supply of office buildings
and condominiums (Ueno 2008). During the same period, deregulation of urban



214 M. Uesugi

planning encouraged private investments in urban redevelopment. Deregulation, as
part of urban policy, is commonly considered to be an important factor behind social
and spatial changes (van Kempen 2007). In fact, although some urban redevelopment
projects are implemented jointly by private developers and public sectors in Tokyo,
most are undertaken by the private sector, mainly by large Japanese corporations,
backed by the Tokyo Metropolitan Government. This has played a large role in urban
restructuring in Tokyo (Waley 2007), mainly taking place in the center of the city
and by Tokyo bay.

The above-mentioned developments changed the urban landscape and the spatial
structure of Tokyo (Waley 2013). Liitzeler (2008) suggested that this kind of middle
class-oriented development of a city center risks triggering class-selective migration
and increases the overall level of residential segregation. Hirayama (2005) high-
lighted urban renewal policy implemented from the late 1990s to the early 2000s
stimulated the housing market, which resulted in the simultaneous emergence of
“hot spots” in the city center and “cold spots” in the surrounding areas as a notice-
able example of residential inequality. The “hot spots” were characterized as clusters
of condominium skyscrapers, such as Roppongi, Shinagawa, and Toyosu districts
(see Fig. 11.2). As one of those urban development projects—Roppongi Hills that
consists of a mix of office, commercial, and residential functions with 720 thousand
m? of floor space implemented by a private developer—became a symbol of those
high-end neighborhoods of Tokyo. In Shinagawa District near Tokyo bay, several
private developers built high-rise buildings for offices and residences, using the site
of Japan National Railway. The Japanese National Railway, a former government-
owned company, has been privatized in 1987 and disposed of some railway yards
that were no longer used in order to reduce the debt. High-rise condominiums have
also been on the rise in the waterfront area around Toyosu. Conversely, the market
was stagnant in the “cold spots.” In the early 2000s, some cities located in the
suburban area, such as Sayama City and Konan Ward in Yokohama City, had lost
their population despite their advantage of access to the city center.

11.3 Data and Methods

In this research, we used census data from 2000, 2005, 2010, and 2015. Tokyo
is defined in two ways: Region and City. The Region is the functional urban area
(FUA) and comprises Tokyo and certain areas in Kanagawa, Chiba, Saitama, Ibaraki,
Yamanashi, and Tochigi prefectures, as defined by the OECD (2013). The City is
the central area of the Region and consists of 23 special wards. As of 2015, the
population of the City is 9.3 million and the population of the Region is 35.7 million,
accounting for approximately one-quarter of the entire Japanese population. In the
census, the number of employed persons by occupation is available at cho district
level (hereinafter, referred to as neighborhood level), which is the smallest census
tract. The average number of residents of this unit is approximately 1,700 for the
Region and approximately 3,000 for the City.
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However, there are two problems with this data. First, since the boundaries of some
neighborhoods were changed between 2000 and 2015, in this study, we re-aggregated
the census data from 2010 and before according to the latest 2015 census boundaries.
Second, the Japan Standard Occupational Classification, which does not necessarily
correspond to the International Standard Occupational Classification (ISCO), was
revised in 2009 (Ministry of Internal Affairs and Communications 2009). Some
major groups of blue-collar workers were abolished and restructured to new groups.
Moreover, classifications of some sub-major groups were revised, although the label
did not necessarily change. In this study, major occupational groups are assigned
to three socio-economic groups as follows: the top group consists of administrative
and managerial workers and professional and technical workers; the middle group
of clerical workers, sales workers, security workers, and service workers; and the
bottom group of transport and communication workers and production process and
related workers (manufacturing process workers, construction and mining workers,
and carrying, cleaning, packaging, and related workers in 2010 and 2015).

We first examined the polarization thesis of Sassen (1991), starting from the
2000s, based on the changes in occupational structure. Subsequently, we measured
residential segregation between the top and bottom occupational categories using the
dissimilarity index (DI) (Duncan and Duncan 1955), which is a traditional indicator
of residential segregation between two specific groups. Next, from a geographical
point of view, we used three kinds of maps to verify the spatial patterns of residential
segregation: concentration of the top occupational group, location quotient (LQ)
for the top and bottom occupational groups, and classification of neighborhoods by
socio-economic composition. First, the areas where the top group are concentrated
are identified and sorted in a descending order based on the number of people in the
top group. Neighborhoods including a cumulative population of one-fifth of the top
group are labeled Q1, neighborhoods that contain the next one-fifth population in
the top group are labeled Q2, and so on. If the number of Q1 neighborhoods is small,
it means that top occupational groups are residentially concentrated only into a few
neighborhoods.

Second, the spatial distribution of the LQ at both ends of the occupational hier-
archy or top and bottom occupational groups is explored. LQ or the ratio of a certain
occupation group in each neighborhood divided by the ratio of the same occupa-
tion group occupying the whole area is a well-known method for representing the
spatial distribution of socio-economic segregation (Tammaru et al. 2016). When the
LQ ratio for a certain group is greater than one, the group is over-represented in the
neighborhood.

Finally, we investigated the within-neighborhood socio-economic intermixing
from the spatial distribution of neighborhood classifications by socio-economic
composition. According to the classification based on the proportion of the three
socio-economic groups of Marcificzak et al. (2015), all neighborhoods fall into seven
types: high socio-economic status (SES) neighborhoods, middle to high SES neigh-
borhoods, mixed neighborhoods, middle SES neighborhoods, low to middle SES
neighborhoods, low SES neighborhoods, and polarized neighborhoods.
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11.4 Occupational Structure

Sassen (1991) highlights that global cities have taken on a new role of strengthening
and controlling global networks since the 1970s. In Tokyo, however, although glob-
alization and de-industrialization have progressed, clear social polarization has not
been observed. Machimura (1994) and Sonobe (2001) suggested that there were some
signs of polarization in the 1980s because both the number of professional/technical
workers and the number of labor workers increased, although the number of interme-
diate workers did not decrease. Nevertheless, subsequent development, including the
impact of the collapse of the bubble economy in the 1990s, has not been investigated
sufficiently.

Figure 11.1 shows changes in the occupational structure after 2000 for the Region
and the City. Although it should be noted that the occupational classification was
revised between 2005 and 2010, the occupational composition in the Region and
the City has remained stable over time. In both the Region and the City, the propor-
tion of professional and technical workers has been increasing and the proportion
of production process and related workers has been decreasing. At the same time,
administrative and managerial workers constitute only a small percentage of the
population, which, to some extent, has been declining in the 2000s. In the recession
following, the bursting of the bubble in the early 1990s, many industries promoted
the reduction of managerial and administrative positions by corporate restructuring.
There was also an increase in business closure amongst small and medium enter-
prises. Thus, these processes suggested professionalization (Hamnett 1994) rather
than polarization. Additionally, this tendency constantly continued until 2015, despite
changes in socio-economic circumstances, such as the financial crisis of 2008 and
the great earthquake of 2011.

Region City
o 20% a0% 60% 0% 100% 0% 20% 40% 60% 0% 100%
c d e f
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Fig. 11.1 Occupational structure in the Region and the City, 2000-2015. Notes Agriculture,
forestry, and fishery workers and workers not classifiable by occupation are not included. 2000
and 2005: (a) Administrative and managerial, (b) Professional and technical, (c) Clerical, (d) Sales,
(e) Security, (f) Service, (g) Transport and communication, (h) Production process and related.
2010 and 2015: (A) Administrative and managerial, (B) Professional and technical, (C) Clerical,
(D) Sales, (E) Security, (F) Service, (G) Transport and machine operation, (H) Manufacturing
process, (I) Construction and mining, (J) Carrying, cleaning, packaging, and related
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11.5 Residential Segregation

We used the DI to identify the extent to which the top and bottom socio-economic
groups are residentially separated in the Region and in the City. The DI values range
from O to 1, with a higher value representing greater levels of segregation. Table 11.2
shows the changes in the DI in both the Region and City between 2000 and 2015.
The DI for the City is greater than that for the Region. Interestingly, Musterd and
van Gent (2016) found a higher level of segregation for the metropolitan region
than for the municipality of Amsterdam. For Tokyo, it seems the City amplifies
residential inequality through the unique urban policies rather than serving as a
“melting pot.” In the Region, the DI has been stable, ranging from 0.26 in 2000 to
0.28 in 2005. Similarly, in the City, the DI has stayed almost unchanged at around
0.30. All in all, the range of change for both scales for the 15-year study period
is quite small. Considering the limited change in the Gini coefficient, residential
segregation might reflect the stability of income inequality rather than the change in
occupational structure.

Table 11.2 Dissimilarity index (multiplied by 100) in the Region and the City, 2000-2015

Regiol
a b C d c f i h TOP MID BOT A B C D E F G H 1 J TOP MID BOT
a 17 17 18037 22| 3% 3l A 17 17 19] 35 23 33 35 34 3l
b 16 10 120 33 16 30 26 B 17 9 12 30 17 29 32 30 27
c 16 11 7 30 12 25 21 C 17 9 8 29 14 26 28 27 23
d 17 12 17 31 11 24 21 D 9 12 3 27 11 23 25 24 20
e 38 34 31 3R 32 32 29| Difor2005 E| 37 32 30 29 I T T N
f 20 17 13 11 29 21 17 F 2 17 13 11 25 18 20 19 15 ‘
g 33 30 24 24 3B B 13 G| 3 20 25 23 29 19 15 16 13
h 30 2 20 21 30 19 13 H| 35 32 27 24 31 2 16 15 13
TOP 127 1 3 30 26 23 30 20 16 16 16
MID DI for 2000 11 20 J 31 27 22 19 28 15 14 13 16
BOT 26 19 TOP 10 28
MID DI for 2010 11 20
BOT 28 20
City
a b c d e f g h | TOP MID BOT A B C D E F G H 1 J TOP_MID BOT
a 15 19 200 39 24 41 34 A 15 18 200 37 25 34 41 38 34
b 15 10 13 35 17, 35 28 B 15 8 11 32 17 27 35 30 28
¢ 1812 7031 1| 28 21 C 18 9 7029 13 2 30 26 2
d 19 13 7 319 27 19 pieoos p| 20 12 7 2 9 19 27 2 19
e 40 37 3 3 34035 »2 E | 3 34 31 30 30 20 33 30 28
f 2 17 12 9 31 26 17 F 23 17 12 9 27 15 23 19 15 Difor201s
g 40 35 27 27 37 29 14 G| 3 30 24 20 32 B 17 14 12
h 34 29 20 19 34 20 15 H| 4 3 30 27 35 25 17 15 14
TOP 12 30 1 37 31 25 22 32 20 15 16 15
MID DI for 2000 13 20 J 34 28 22 19 31 16 12 15 15
BOT 30 20 TOP 1] 29
MID DI for 2010 12 20|
BOT 30 20

2000 and 2005: (a) Administrative and managerial, (b) Professional and technical, (c) Clerical, (d)
Sales, (e) Security, (f) Service, (g) Transport and communication, (h) Production process and related.
2010 and 2015: (A) Administrative and managerial, (B) Professional and technical, (C) Clerical, (D)
Sales, (E) Security, (F) Service, (G) Transport and machine operation, (H) Manufacturing process,
(I) Construction and mining, (J) Carrying, cleaning, packaging, and related
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11.6 Spatial Distribution of Occupational Groups

11.6.1 Concentration of the Top Occupational Groups

Figure 11.2 illustrates the geographical distribution of the top occupational group
in 2000 and 2010. The two main findings are as follows: first, top occupational
groups are concentrated in the City, particularly in the central and western areas;
and second, small clusters are formed along the railroads, in particular around some
specific stations in the suburbs. It seems that the top occupational groups prefer to
live around the railway station and commute to the city center by rail. Since 2000,
there has been no major change and spatial patterns as of 2000 have been maintained
throughout the 10-year study period. However, there is little change in the number
of neighborhoods in Q1 inside the City—Q1 neighborhoods near the southern part
of the City center increased and those around the western area decreased from 2000
to 2010, resulting in the growth of concentration for the top occupational group in

Region

Tokyo Bay

W Tekyo station
=== Yamanate locp ne

5 10em

Fig. 11.2 Location of the top occupational group in 2000 and 2010
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the central districts of Tokyo. This demographic change is partly associated with
gentrification that accompanied the upward shift in the socio-economic structure
of residents. For instance, more and more wholesale shops and factories have been
replaced by condominiums in such districts as Nihonbashi, Tsukishima, and Minato
(Fujitsuka 2017). These districts are located within 2 or 3 km southeast of the business
district surrounding Tokyo station.

11.6.2 Location Quotient for the Top and Bottom
Occupational Groups

Figure 11.3 shows the LQ for the top and bottom occupational groups in 2000 and
2010.% In terms of the residential location of the top occupational group, in line
with the findings of the previous section, there were several clusters in the Region,
including in the center of the City. The residential patterns based on the concentric
structure around the city center and railroad network have remained robust over time.
Within the City as well, the top occupational group was concentrated in the city center.
Neighborhoods with a high LQ prevailed in the center and became geographically
agglomerated, especially inside the southern half of the Yamanote loop line. On the
other hand, neighborhoods with a high LQ for the bottom occupational group spread
to the suburbs, to the periphery of the Region, avoiding areas along the railroad lines.
These sorts of low socio-economic neighborhoods are growing where the proportion
of the bottom occupational group was already above average and the concentration
continues to increase.

11.6.3 Classification of Neighborhoods by Socio-economic
Composition

Figure 11.4 presents the geographical distribution of seven neighborhood types based
on socio-economic composition. As confirmed in the previous section, high SES and
high-middle SES neighborhoods are spreading from the center of the City to the
west side and are scattered along the railroad toward the suburbs. Low SES and low-
middle SES neighborhoods are distributed to the peripheral area. In the Region as a
whole, there has been a remarkable growth of high-middle SES neighborhoods since
2000. Thus, while the absolute number of people in the bottom occupational group is
decreasing, they are being pushed to peripheral areas of the Tokyo metropolitan area.
In the City, the high SES and high-middle SES neighborhoods filled the inside of
the Yamanote loop line to the west part of the City, including Roppongi, Shinagawa,
and Toyosu districts. Additionally, as mentioned above, gentrification is generally
considered to have occurred from the southern part of the city center to the east
side. Although it is not shown on this map, the spatial patterns of 2010 are almost
maintained in 2015.
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(a) The top occupational group

2010

(b) The bottom occupational group

Fig. 11.3 Location quotient for the top and bottom occupational groups in 2000 and 2010
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Region

Fig. 11.4 Classification of neighborhoods by socio-economic composition in 2000 and 2010

11.7 Discussion and Conclusions

The results of the analysis of this chapter can be summarized as follows: A slight
increase in income inequality that began in the 1980s continued apace during the
early 2000s, spurred by the introduction of liberal welfare and housing policies.
However, the trend somewhat reversed itself during and after the latter half of the
2000s, when the global financial crisis and the great earthquake occurred. Because
the most recent data used in this study were from 2015, they may not fully reflect the
impact of the large-scale monetary easing that Japan’s central bank began in 2013.
Nevertheless, the examination of the occupational structure in the Region and the
City indicated that the social polarization thesis is not necessarily supported. The
results of this research rather suggest that the occupational structure has been stable
and a trend toward professionalization has occurred.

From a geographical perspective as well, the overall levels of residential segrega-
tion observed in Tokyo are very stable, with no sudden changes. One characteristic
of metropolitan areas in Japan is that trains are the preferred mode of transport for
people commuting to school and work, regardless of social class. This tendency
is particularly strong among high-income people, as supported by the fact that the
area with higher per-capita income is associated with shorter commuting time in
the Tokyo metropolitan area (Yoshida and Endo 1999). Beginning from the period
of high economic growth in the 1950s, urban areas have expanded along railway
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lines, resulting in the development of city structures defined by railway lines and
concentric circles expanding from the city center into the Region. Nevertheless, the
constant level of residential segregation in the Region and the City during the 2000s
suggests that small variations in residential segregation may reflect limited changes
in income inequality and not so much the changes in occupational structure. During
this period, Tokyo follows several trends identified by previous research (Koizumi
and Wakabayashi 2015): for example, people in the high socio-economic group
became concentrated even further in established, convenient, high-density areas.
Trends such as gentrification may have an important influence on residential moves
through exclusionary effects, which would be in line with the gentrification of the top
and suburbanization of the bottom occupational groups observed in Western cities
(Hochstenbach and Musterd 2018).

These results suggest that in Tokyo, social polarization and residential segregation
did not increase as predicted by the global city thesis. Some studies have identified
the strength of government control as the cause for this observation (Jacobs 2005;
Waley 2013). Although, and as mentioned above, government regulations relevant
to the labor market, the housing market, and urban policy are evolving in a more
liberal direction, there has not been a complete turn toward neo-liberalism (Waley
2013). Strict regulations towards immigration still play an important role since in
many global cities immigrants from low-wage countries often take on low-skilled,
low-wage jobs in growing personal and production services. This makes an influx of
immigrants: one of the main causes of social polarization in many other global cities
(Sassen 1991). The census indicates that foreigners comprised 2.1% of the total
population of the Region in Tokyo in 2015, which is very low compared to other
countries. Even within the City, the 2.1% figure only increased to 3.4% between
2000 and 2015. According to the latest census, most of the foreign population living
in the city came from Asian countries and, in particular, Chinese and Korean people
account for about 60% of the foreign population. Because they tend to be employed
as non-regular workers, who are usually paid less than regular workers, an increase
in foreigners has the potential to affect social polarization in Tokyo in the future.
While residential segregation of the foreign population is certainly confirmed in both
the Region and the City (Kurasawa and Asakawa 2004; Wakabayashi and Koizumi
2018), this has only a limited influence on the overall levels of residential segregation
because the absolute number of foreign residents is currently small.

The relatively limited correlation between income and occupational status may
also be the reason that income inequality, occupational structure, and residential
segregation are not strongly linked. One possible cause for this may be time lag
effects. Tammaru et al. (2020) found that there is roughly a decade between inequality
and segregation based on a comparative study of European cities. From a different
point of view, Fujita and Hill (2012) proposed that Japan’s compressed wage system is
the primary reason income inequality does not translate into class-based residential
segregation in Tokyo. Many companies in Japan still use a job evaluation-based
wage system, which is partly because of the nature of the welfare system. It appears
that as a consequence, disparities in income are more related to differences in the
type of employment and seniority than differences between occupations. In fact,
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the weekly wages by occupations in Tokyo calculated according to the Employment
Status Survey (Ministry of Internal Affairs and Communications) indicate that, while
there is some correlation between occupation and income, the average wage of the
highest occupational status (Administrative and managerial workers) is 3.0 times
higher than that of the lowest occupational status (Production process and related
workers) in 2012. This is still a modest difference compared to the European countries
(Tammaru et al. 2016).

However, the above observations do not imply that occupational structures or
residential segregation have not changed at all over 15 years. One particular cause of
changes in residential segregation seems to be changed in land prices influenced by
the overall socio-economic situation. The decline in land prices increased the supply
of condominiums, which, in turn, helped in the recovery of population numbers in
central Tokyo begin in the second half of the 1990s. By 2004, prices for residential
land in the city had fallen to less than a third of what they were at the peak due
to the economic bubble in 1992. Although the subsequent “mini-bubble” that took
place in 2006-2008 somewhat helped prices recover by 2008, the financial crisis that
struck that year pushed them down again, and the 2011 Great East Japan Earthquake
ensured that prices continued to stagnate. In 2014, land prices began to climb as a
result of the monetary easing that began in 2013. The level of residential segregation
observed in the Region and the City has remained constant since the mid-2000s,
which implies that the stagnation of the housing market and segregation is linked.
While land prices increased in the center of the city and the bay area during the mini-
bubble and resumed their climb after the monetary easing policy was implemented,
in the surrounding areas real estate prices have continued to decline, with suburban
condominium buildings constructed during the bubble era being severely affected
(Hirayama 2017). Although Tokyo is located far away from the areas affected by the
2011 earthquake and tsunami, residents of the city have also become more safety-
conscious, which has negatively affected land prices in low-lying eastern parts of the
city that are vulnerable to disasters (Yamada 2015). It should be noted that although
this study did not indicate the impact of the recovery period that came after 2014 if
concentrated investment in “hot spots” recover along with the economy, residential
segregation may once again become more pronounced.

Another important factor responsible for changes in residential segregation is
residential preference. A survey among owners of new condominiums in the Tokyo
region by Recruit Sumai Company Ltd. indicated that “walking time to the nearest
station” is becoming an increasingly important factor for people planning to buy
and rent houses: 75.5% rated it as important in 2005, which increased to 84.0% in
2010. This indicates that mainly high-income households, are choosing to live in
highly convenient areas because such areas are relatively expensive. As the suburban
population returns to the city center, suburban residential areas are also undergoing
increasing selection and elimination as the overall demand for housing decreases.

Population decrease and declining birth rate in Japan will no doubt spur more
changes in welfare and housing policies. For example, as the revised Immigration
Control Act was approved at the end of 2018, the decline of the labor force has
forced the Japanese government to open doors for low-skilled immigrants, a category
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that had hitherto not been admitted. Insufficient development of housing policies
toward them remains another issue. As for urban policy, in 2014, the government
revised the Act on Special Measures concerning Urban Reconstruction to realize
compact cities suitable for the declining population. The Act gave each municipality
the ability to designate specific areas where city functions and residential housing
could be consolidated to encourage residents to move there. Such policies stimulate
the selection and concentration of population in city centers, meaning they could
accelerate residential segregation. In short, future trends in economic inequality and
residential segregation in Tokyo will be an important topic of study.

Notes

1. Tokyo was not a direct disaster area, but the earthquake influenced the energy
policy and real estate market nationwide.

2. This corresponds to the relationship between New York City and New York
Metropolitan Area in the US as an example.

3. Neighborhoods with fewer than 50 workers are not reported.
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Abstract Despite enduring political rhetoric that promotes Australia as ‘the lucky
country’ and ‘the land of the fair go’, recent decades have seen a noticeable increase in
levels of income inequality. This growing economic divide has driven housing prices
up and left lower-income families unable to access the housing market in inner-
city locations. In contrast to other countries, Australia’s socioeconomic segregation
does not overlap with ethnic segregation. Australia’s highly regulated immigration
program has resulted in a relatively well-educated and employable foreign-born
population who largely reside in middle-income neighbourhoods. These particu-
larities make Australia an interesting context to explore patterns of socioeconomic
segregation over time. In this chapter, we will utilise both traditional measures of
segregation (such as the dissimilarity index) as well more spatialised measures (such
as location quotients and Local Morans /) to assess socioeconomic segregation at
the local level. Drawing on four waves of census data (2001, 2006, 2011 and 2016),
we explore how socioeconomic segregation has changed over time across nearly 500
neighbourhoods in Melbourne. We further examine the degree to which socioeco-
nomic segregation aligns with ethnic segregation patterns and levels in this city. We
find patterns of socioeconomic segregation remain relatively unchanging over time
in Melbourne. Additionally, our findings highlight important differences in patterns
and levels of socioeconomic and ethnic segregation in the Australian context.
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12.1 Introduction

In the 2019 federal election campaign, opposition leader Bill Shorten promised
Australian voters a ‘fair go’ government if elected. While campaigning, Shorten
assured voters, ‘if we win this election, our priority is not making the very rich
even richer... it is getting wages moving again for working people’ (Benson 2019).
Shorten went on to accuse current Prime Minister Scott Morrison of only ‘defending
the top end of town’, positioning himself and the Australian Labour Party as the key
to a fairer, more egalitarian society (Bagshaw 2019). This campaign strategy is not
unprecedented. Australian politicians from both sides of the political spectrum have
long capitalised on the general public’s attachment to the ‘fair go’ sentiment. In fact,
polling data shows that over 90% of Australians perceive the ‘fair go’ to be a core
Australian value (Gough 2006).

Given the importance of the ‘fair go’ to Australians, many have voiced concerns
about growing levels of income inequality. In fact, 78% of Australians believe the
current gap between the rich and the poor is too large (Douglas 2018). Public percep-
tions of growing inequality are reflected in the data. Income inequality, as measured
by the Gini coefficient, has increased from 0.313 in 1981 to 0.358 in 2014 (World
Bank 2019). At the same time, house prices in Australia’s capital cities have skyrock-
eted—growing by 250% since the 1990s (OECD 2017). Growth in house prices
has outpaced growth in incomes, leaving many lower-income households strug-
gling to access the housing market, especially in inner-city locations where jobs
and services are concentrated (Spiller 2014). Consequently, lower-income house-
holds and younger generations are increasingly forced to live on the outskirts of the
city in neighbourhoods that offer fewer employment opportunities, particularly in
high skilled jobs (Randolph and Tice 2014). This trend reflects a growing spatial
divide between the haves and the have nots—a process described by Randolph and
Tice (2014: 385) as the ‘suburbanisation of disadvantage’.

Set against this backdrop of growing inequality and increasing house prices, this
chapter examines trends in socioeconomic segregation over time across Melbourne—
Australia’s second-largest city. Using occupational categories as a proxy for socioe-
conomic status, we draw on both traditional measures of segregation (such as the
dissimilarity index) as well as more spatialised measures (such as location quotients
and Local Morans /) to assess socioeconomic segregation across nearly 500 neigh-
bourhoods over time. We further consider whether trends in socioeconomic segre-
gation align with ethnic segregation patterns in the Australian context. The find-
ings demonstrate relatively stable, albeit slightly increasing trends in socioeco-
nomic segregation over time in Melbourne and highlight differences in patterns of
socioeconomic segregation and ethnic segregation.
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12.2 Welfare in Australia

There are two primary objectives that underpin tax-transfer systems globally. The
first is referred to by Barr (2001: 1) as the ‘piggy bank objective’ whereby the system
is designed to provide insurance against unemployment, disability or sickness—that
is, periods during an individual’s life cycle when they have greater needs or lower-
income (Barr 2001). The second is described as the ‘Robin Hood objective’ (Barr
2001: 1) whereby taxation is used to redistribute wealth amongst residents by taking
from the rich to give to the poor. To achieve this, high-income earners are taxed at
a much higher rate than low-income earners and lower-income households receive a
greater proportion of social benefits.

According to Whiteford (2010), Australia’s welfare system strongly emphasises
the latter objective, offering a safety net to those unable to support themselves.
Those eligible for welfare payments in Australia include the elderly, persons with a
disability, carers, families with children, veterans, and unemployed persons (AIHW
2017). Income support payments are fully funded by government revenue generated
through the tax system (AIHW 2017). As such, Australians are not required to make
individualised social security contributions and income support payments are set at
a flat rate rather than linked to past earnings (Whiteford 2015).

Expenditure on welfare in real terms has risen over the past decade. In 2016,
the Australian government spent $6,566 AUD per resident, up from $5,663 AUD in
2006 (AIHW 2017). Yet compared to other OECD countries, Australia is a relatively
low social spender (Whiteford 2017), with social spending as a proportion of GDP
well below the OECD average (17.8% compared to 20%) (OECD 2019). Whiteford
(2017) attributes this low social spending to Australia’s relatively efficient welfare
system, which utilises means-testing to determine eligibility. While means-testing is
not unique to the Australian context, it is more widely used in Australia compared
to any other OECD country, with approximately 80% of cash benefits means-tested
(AIHW 2017). In 2011, the most disadvantaged households in Australia (the lowest
quintile) received 42% of social benefits, while the most advantaged households (the
highest quintile) received only 3.8% of social benefits (Whiteford 2017). In other
words, the poorest 20% received 11 times more in social benefits than the richest
20% (Whiteford 2015). Given Australia’s social spending is largely directed towards
the poorest quintile, Whiteford (2017: 1) argues that ‘an across-the-board reduction
in social security spending in Australia would increase income inequality more than
in any other OECD country’.

12.3 Income Inequality in Australia

Since the 1980s, Australia’s income distribution has gradually grown more unequal—
rising from 0.313 in 1981 to 0.358 in 2014 (World Bank 2019). Globally this places
Australia behind France (0.323), the United Kingdom (0.34) and Canada (0.34) but
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ahead of the United States (0.41') (World Bank 2019). Although household incomes?
experienced growth between 1993-94 and 2013-14, the degree of growth was not
uniform across all quintiles. The highest quintile experienced the greatest amount of
growth, with incomes rising by 80% (AIHW 2017), doubling the gap between the
highest quintile and the lowest quintile over this time period (AIHW 2017). While
Australians wish to see the gap close (Douglas 2018), there is limited support for
the tax increases necessary to allow for greater social spending. In fact, 50% of
Australians believe they pay too much tax and an additional 34% believe they pay
enough (Herscovitch 2013).

12.4 The Australian Housing System

This growing inequality directly threatens the ‘great Australian dream’ of home-
ownership—a widely held aspiration amongst Australians dating back to the mid-
twentieth century (Gurran and Phibbs 2016). Colic-Peisker and Johnson (2010: 352)
suggest that ‘the importance of homeownership in Australia is closely associated with
a perception of an egalitarian society where everyone can become a homeowner’.
Unfortunately, this dream has become increasingly unattainable in recent years. The
last two decades have seen astronomical increases in house prices—growing by 250%
since the 1990s (OECD 2017). Even after adjusting for growth in income between
1980 and 2015, a 78% increase in Australian house prices remains (AIHW 2017).
As rising house prices have outpaced household incomes, homeowners have become
increasingly reliant on mortgages to finance housing. In 2016, 32.8% of households
owned their home outright, 35.7% owned their home with a mortgage and 31.5%
were renting (ABS 2016).

Overall rates of homeownership have moderately declined over the last twenty
years in Australia (Burke et al. 2014). Indeed, 71% of Australians owned their home
either with or without a mortgage in 1994-95 compared to 67% in 2013-14 (AIHW
2017). Sharper decreases in homeownership are evident amongst young people.
While 60% of persons between 25 and 34 years owned their own home in 1988—
89, this number fell to just 39% in 2013-14 (AIHW 2017). This downward trend
suggests housing affordability issues have created a barrier to accessing the housing
market for younger generations, giving rise to intergenerational inequities (Saunders
2017).

For the average Australian household, housing costs (either rent payments or mort-
gage repayments) account for approximately 18% of total household expenditure and
represent the largest household expense (ABS 2011; Saunders 2017). Homeowners
that spend over 30% of their gross income on housing costs are deemed to be expe-
riencing mortgage stress. In 2017, one in four households with mortgages were

12013 World Bank estimate.

2Measure of equivalised household weekly income which is the total household income after
adjusting for differing household size and composition (ABS 2006).
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considered in financial distress (Hughes 2017). Low-income renters are also strug-
gling. In 2013-14, 50% of lower-income rental households reported spending more
than 30% of their gross income on housing compared to 42% in 2005-06 (AIHW
2017). There are no national-level rent control systems for the private rental market
in Australia, with the rental market overseen at the state level.

For those unable to afford housing through the private market, public housing is
provided by the state and federal government (Morris 2018). Low-income households
are prioritised for public housing, particularly those who also have special needs
such as Indigenous Australians, young people, old people, persons with disabilities,
victims of domestic and family violence and the homeless (AIHW 2017). Rents
are monitored to ensure that eligible tenants pay no more than 30% of their gross
income (AIHW 2017). Yet demand for public housing far exceeds supply, with almost
200,000 households on waiting lists in 2015. Further, wait times are long, with almost
50% of households waiting for more than two years (AIHW 2017).

12.5 Greater Melbourne

Melbourne is the capital of the state of Victoria and is the second most populated city
in Australia. Melbourne has been ranked as one of the world’s most liveable cities by
the Economist Intelligence Unit (EIU) (The Economist 2018). Indeed, Melbourne
held the number one ranking across 140 cities for seven years. Greater Melbourne
spans nearly 10,000 km? and is home to a residential population of approximately
4.5 million persons (ABS 2016) (see Fig. 12.1). Similar to other Australian cities,
Melbourne is a low-density city—with the average household comprising 2.7 persons
and the majority of residents (66%) living in detached houses on suburban blocks
(ABS 2016).

Between 2001 and 2011, the median house price in Melbourne increased by
163% (Department of Transport, Planning and Local Infrastructure (DTPLI) 2012).
At the same time, wages increased by just 57% (DTPLI 2012). As a consequence of
soaring house prices, inner-city neighbourhood housing is largely inaccessible for
homebuyers on low to moderate household incomes (Goodman 2018). While those
on an average household income could afford to buy a residence within 10 kms from
Melbourne’s central business district (CBD) in 1994, by 20009 this distance increased
to 40 kms (DTPLI2014). Low-income renters are similarly struggling to find housing
close to the city centre. According to Hulse, Reynolds and Yates (2014), the shortage
of affordable and available rental dwellings exceeds 20,000 in the middle suburbs of
Melbourne. Given the majority of jobs and services in Melbourne are concentrated in
and around the CBD, lower-income households are left at a significant disadvantage
(Spiller 2014).

The Residential Tenancies Act (1997) provides the legislative framework which
guides the rental market in Melbourne. In 2017, these rental laws were reviewed with
a series of reforms set for implementation by July 2020 (Victoria State Government
2019). Most notable of these reforms was a reduction in how often landlords can
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Fig. 12.1 Greater Melbourne

increase rent (previously every six months, now every 12 months). Further, several
reforms focused on improving the long term suitability of rental properties for house-
holds by introducing long term leases, permitting minor modifications and allowing
pets (Victoria State Government 2019).

As a longstanding gateway city for new immigrants arriving in Australia,
Melbourne is renowned for being a progressive city with a strong history of ethnic
diversity and inclusion (ABS 2014). In many countries, socioeconomic and ethnic
segregation patterns are largely indistinguishable with certain ethnic groups living
in the more disadvantaged areas (Iceland and Wilkes 2006). However, Australia’s
highly controlled immigration program has resulted in a relatively well-educated and
employable foreign-born population who largely reside in middle-income neighbour-
hoods (Sydes 2018). Between 2006 and 2016, the proportion of Melbourne’s popu-
lation born overseas increased from 28.9% up to 33.9% (ABS 2016). In Australia,
immigrants who arrive through the skilled stream are required to speak English profi-
ciently, and thus the number of linguistically isolated immigrants is relatively small.
While 38% of Melbourne’s population spoke a language other than English in 2016,
just 5.6% reported not speaking English well or not at all (ABS 2016). In 2016,
the top five countries of birth residing in Melbourne included India (3.6%), China
(3.5%), England (3%), Vietnam (1.8%) and New Zealand (1.8%) (ABS 2016). In
contrast to the immigrant population, Indigenous Australians experience high levels
of disadvantage (Altman, Biddle, and Hunter 2018). In 2016, Indigenous Australians
comprised just 0.5% of the total population in Melbourne—a much lower percentage



12 The Land of the ‘Fair Go’? Mapping Income Inequality ... 235

compared to other capital cities such as Sydney (1.5%) and Brisbane (2.4%) (ABS
2016).

12.6 Neighbourhoods in the Australian Context

The unit of analysis used in this chapter is the state suburb—an approximation of
localities gazetted by the Geographical Place Name authority in each State and Terri-
tory (ABS 2019). State suburbs are the most equivalent Australian unit to census tracts
in the United States and Middle Layer Super Output Areas in the United Kingdom. In
the Australian context, the state suburb is synonymous with the neighbourhood and is
widely used in neighbourhood-based research (Benier and Wickes 2016; Foster et al.
2010; Wickes et al. 2013; Zahnow et al. 2013). Census data are also available at the
state suburb level at each census. In 2016, 561 state suburbs comprised the Greater
Melbourne region. However, some neighbourhoods are inappropriate for inclusion
due to small residential populations. To avoid skewing the results, neighbourhoods
were considered non-residential if they had less than 300 persons, usually resident
(Sydes 2018). This process resulted in a total neighbourhood sample of N = 474
in 2001, N = 487 in 2006, N = 479 in 2011, N = 486 in 2016. The total persons
residing within these neighbourhoods ranged from 305 to 50,479 persons, with an
average population of 7,993 residents. Recognising that neighbourhood boundaries
shift over time, data from 2001, 2006 and 2011 census were concorded to the 2016
state suburb boundaries using a proportional approach (ABS 2018).

12.7 Change in Occupational Structure in Melbourne

In this chapter, we use occupation categories as a proxy for measuring neighbourhood
advantage and disadvantage. The ABS broadly classifies occupations under eight
categories: (A) labourers; (B) machinery operators and drivers; (C) sales workers; (D)
clerical and administrative workers; (E) community and personal service workers;
(F) technicians and trade workers; (G) professionals; and (H) managers (ABS 2016).
We collapsed these broad occupation categories into three key socioprofessional
groups. To represent the top socioprofessional group, we combined managers and
professionals. To represent the bottom socioprofessional group, we pooled labourers
and machinery operators and drivers (also referred to as unskilled workers). All other
remaining categories were merged to represent the middle socioprofessional group.

To demonstrate the utility of occupation categories as a proxy for measuring
advantage/disadvantage, weekly personal income by group was examined. In doing
so, we find clear differences in personal weekly income across the three groups. In
2016, 29.8% of the top socioprofessional group in Melbourne reported receiving a
weekly income greater than $2,000 per week compared to just 2.9% of the bottom
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Fig. 12.2 Distribution of occupational groups and change over time in Melbourne

socioprofessional group. Alternatively, while over a quarter of the bottom sociopro-
fessional group received an income of less than $500 per week, just 7.5% of the top
socioprofessional group reported such earnings (ABS 2016).

Figure 12.2 demonstrates the changes in Greater Melbourne’s occupational struc-
ture over the period of study. Here it is evident that the size of the bottom sociopro-
fessional group has reduced over time. In 2001, the bottom group comprised 16.5%
of Melbourne’s workforce. By 2016, this figure dropped to just 13.9%. Both occu-
pation categories that comprise the group—Ilabourers and machinery operators and
drivers—experienced a reduction in group size between 2001 and 2016. Reductions
in size are also seen in the middle socioprofessional group—moving from 57.0% in
2001 to 47.2% in 2016. All occupation categories within the middle group declined
in size over time with the exception of community and personal service workers.
Rather, this group experienced growth, increasing from 7.6% in 2001 to 10.4% in
2016. The size of the top socioprofessional group increased by almost 5 percentage
points between 2001 and 2016. While both managers and professionals increased
as a share of the labour force overtime, the greatest amount of growth was apparent
amongst professionals—increasing from a 21.6% share in 2001 to a 25.4% share in
2016. Taken together, these results show a gradual move towards professional and
managerial positions—a trend that likely reflects growing education levels amongst
the Australian population more broadly over time (ATHW 2017).
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12.8 Socioeconomic Segregation in Melbourne

In their landmark review, Massey and Denton (1988) identified five different dimen-
sions of residential segregation—evenness, exposure, concentration, centrality and
clustering. With these different dimensions in mind, Massey and Denton (1988: 312)
argue that segregation should be measured by ‘a battery of indices’ rather than a
single measure. Recognising the need to tap into these multiple dimensions of segre-
gation, we utilise a wide range of segregation measures in this study, including the
Dissimilarity Index, Location Quotients (LQs) and Local Moran’s I (LM-I) to capture
socioeconomic segregation patterns in Melbourne.

12.8.1 Dissimilarity Index

Tables 12.1 and 12.2 present the dissimilarity indices across the four census waves
(2001, 2006, 2011 and 2016). In comparing the dissimilarity indices for the top,
middle and bottom groups, there appears to be little difference over time. The dissim-
ilarity indices for the top—bottom comparison ranges from 0.38 to 0.39 overall time
points. In other words, almost 40% of the bottom group would have to move to
another neighbourhood to make the top and the bottom group evenly distributed
across all neighbourhoods. The dissimilarity score for the top-middle (0.21) and
middle-bottom (0.20) comparison is much lower and does not change over time.
Limited change over time is also apparent when examining the occupation cate-
gories. The greatest score in dissimilarity is between professionals and machinery
operators and drivers (slightly increasing over time from 0.44 to 0.46); followed by

Table 12.1 Dissimilarity index (multiplied by 100) between the occupational groups
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Table 12.2 Dissimilarity index (multiplied by 100) between top, middle and bottom groups
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managers and machinery operators and drivers (also increasing over time from 0.38
to 0.41). While Tables 12.1 and 12.2 provide some insight into socioeconomic segre-
gation in Melbourne, traditional segregation indices like the dissimilarity index are
often criticised (Wong 2016). First, the dissimilarity index is aspatial in nature, with
each neighbourhood unit treated independently without considering the character-
istics of nearby areas. Second, the dissimilarity index is global and thus provides a
single score to summarise segregation patterns for the entire city and thereby fails to
capture variations at the local level. Third, the dissimilarity index represents just one
dimension of residential segregation—evenness. Given these limitations, we next
consider other more spatialised measures of local segregation to more fully explore
trends in socioeconomic segregation over time across Melbourne.

12.8.2 Location Quotients (LQs)

As a measure of relative concentration, LQs provide a clear visualisation of residen-
tial distributions—tapping into both the concentration and evenness dimensions of
segregation (Brown and Chung 2006) (please refer to Chap. 1 for further information
on LQs). Figure 12.3 shows the residential distributions of the top socioprofessional
group and the bottom socioprofessional group in 2001 and 2016. As illustrated in
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Fig. 12.3, the top socioprofessional group are heavily overrepresented in neighbour-
hoods in and around the city centre at both time points. This trend is not surprising
given that neighbourhoods closer to the city centre boast higher real estate values and
are conveniently located near jobs and services (Goodman 2018). However, while
a number of neighbourhoods outside of the CBD are highlighted as having more
than their expected share of managers and professionals in 2001, in 2016, areas with
high LQ values are restricted largely to the inner city region. This suggests that these
slightly more distal neighbourhoods have become less popular for managers and
professionals over time. By comparison, areas with low LQ values tend to be middle
to outer ring neighbourhoods. Areas with low LQ values are relatively consistent
over time.

Compared to the top socioprofessional group, unskilled workers occupy vastly
different areas of Melbourne. In fact, neighbourhoods with an overrepresentation of
the bottom socioprofessional group tend to be located on the fringes of the city
reflecting more affordable housing options. Some areas, particularly in Melbourne’s
east and/or on the outskirts of the city, have seen increasing levels of overrepresen-
tation over time. Neighbourhoods with less than their expected share of unskilled
workers (in other words, have LQ scores of less than 0.75) are largely co-located and
situated in Melbourne’s CBD area. Over time, there appears to be a spatial spillover
with LQ values increasing in nearby neighbourhoods. Overall, these maps present
clear trends in residential segregation linked to socioprofessional status. The areas
least populated by the bottom socioprofessional group are the same areas that are
most populated by the top socioprofessional group and vice versa.

12.8.3 Local Moran’s I (LM-I)

While LQs show how a population is distributed across a city, LM-I captures the
co-location of neighbourhoods which share similar characteristics—depicting the
clustering-exposure dimension of segregation (Brown and Chung 2006). LM-I exam-
ines each neighbourhood in relation to the characteristics of surrounding areas and
highlights the incidences of spatial clustering (Anselin 1995; Brown and Chung
2006). The LM-I procedure was computed in ArcGIS and used a rook spatial conti-
guity matrix due to its more conservative approach in identifying neighbouring areas
(Dubin 2009). The LM-I procedure allocates neighbourhoods to one of five clusters:
High High (HH) clusters (high concentration surrounded by high concentration); Low
Low (LL) clusters (low concentration surrounded by low concentration); High Low
(HL) clusters (high concentration surrounded by low concentration); Low High (LH)
clusters (low concentration surrounded by high concentration) and non-significant
neighbourhoods.

Figure 12.4 presents the LM-I results for the top and bottom socioprofessional
groups in 2001 and 2016. In 2001, 107 neighbourhoods are identified as a HH cluster
for the top socioprofessional group. These neighbourhoods are located in one of three
locations—in and around Melbourne’s CBD, in Melbourne’s east and in Melbourne’s
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south. However, the majority are situated close to the CBD. While HH clusters were
largely located in Melbourne’s CBD again in 2016, the size of the HH grouping has
reduced considerably—with only 77 neighbourhoods classified as a HH cluster. The
areas previously highlighted as a HH cluster in 2001, that are no longer HH clusters
in 2016, are typically further away from the CBD. No HH clusters in the east or south
remain in 2016. While six HL clusters were identified in 2001 and seven in 2016—the
neighbourhoods highlighted as a HL cluster are not consistent over time. While the
neighbourhoods classified as HL clusters change over time, they are largely located
on the outskirts of the city at both time points. Neighbourhoods categorised as a
LL cluster are spread across the city—although they are largely located in middle
and outer ring suburbs. In contrast to HH clusters, the number of LL clusters has
increased over time from 61 neighbourhoods in 2001 to 83 neighbourhoods in 2016.

The LM-I results for the bottom socioprofessional group reveal notably different
segregation patterns. In 2001, the neighbourhoods identified as HH clusters for
unskilled workers are located in the middle and outer ring. Areas highlighted as a
statistically significant LL cluster are mainly located in and around the city centre—
directly overlapping the areas classified as HH clusters for the top socioprofessional
group. Several HL clusters are identified on the outskirts of the city in 2001. In 2016,
a greater number of LL clusters was found for the bottom socioprofessional group—
increasing from 41 in 2001 to 131 in 2016. For the most part, these LL clusters again
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cover the area surrounding Melbourne’s CBD. Also increasing is the number of HH
clusters for the bottom socioprofessional group in 2016, from 70 to 86. Compared
to 2001, these HH clusters are slightly further away from the city centre and largely
located on the fringes of Melbourne. No HL clusters for the bottom socioprofessional
group are identified in 2016. Taken together, these findings likely reflect the inner
city’s growing house prices over time and the limited affordable housing options for
the bottom socioprofessional group.

12.8.4 Classification of Neighbourhoods by Socioeconomic
Composition

Using the criteria outlined in Chap. 1, Fig. 12.5 displays the classification of
Melbourne neighbourhoods by socioeconomic composition in 2001 and 2016. In
2001, most neighbourhoods within the Melbourne context meet the criteria of either
a middle-income neighbourhood (N = 156) or a middle to high-income neighbour-
hood (N = 259). Only 9 neighbourhoods meet the criteria of a high-income neigh-
bourhood. In 2001, 38 neighbourhoods are classified as low to middle income and 10
neighbourhoods are considered mixed. No low income or polarised neighbourhoods
are identified. In 2016, middle income and middle to high-income neighbourhoods
continued to represent the majority of neighbourhoods in Melbourne (N = 123 and
N = 307, respectively). By comparison to 2001, the number of high-income neigh-
bourhoods has increased in 2016 (N = 24) while the number of low to middle-income
neighbourhoods has decreased (N = 26). Similar to 2001, no neighbourhood in 2016
is classified as a low income or polarised neighbourhood.
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Fig. 12.5 Classification of neighbourhoods by socioeconomic composition
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12.8.5 Location of the Top Socioprofessional Group

Lastly, we examined the degree of spatial concentration of the top socioprofessional
group in Melbourne (see Chap. 1 for further methodological explanation). Figure 12.6
illustrates the location of the top socioprofessional group in 2001 and 2016. In 2001,
Q1 comprises 20 neighbourhoods. In other words, 20% of Melbourne’s top socio-
professional group resides in just 4% of Melbourne’s neighbourhoods. These neigh-
bourhoods are largely proximate to one another and located nearby the city centre. In
2016, the number of neighbourhoods that fall within Q1 remains largely unchanged
at 21. Again, these neighbourhoods are largely located near the city centre. However,
two areas, further away from the CBD are highlighted as Q1 in 2016. These neigh-
bourhoods—Berwick and Point Cook—were two of the five most highly populated
Melbourne neighbourhoods in 2016, with populations exceeding 45,000.

12.9 Socioeconomic Segregation and Ethnic Segregation
Patterns

To provide a visual representation of how socioeconomic and ethnic segregation
trends overlap in the Australian context, an additional series of maps were created.
Figure 12.7 highlights areas that are HH clusters for linguistically isolated resi-
dents (i.e. those who are not proficient in English) and Indigenous residents. As
can be seen in Fig. 12.7, areas that are popular for persons who are not proficient
in English are relatively consistent over time. Neighbourhoods identified as a HH
cluster are largely co-located in one of three areas, all located in middle-ring suburbs.
By comparison, neighbourhoods identified as a HH cluster for Indigenous residents
are notably different in 2016 compared to 2001. Additionally, fewer HH clusters
were found in 2016. Nevertheless, at both time points, HH cluster neighbourhoods
for Indigenous residents tend to be located on the outskirts of the city. Interestingly,
there is limited overlap between areas identified as a HH clusters for non-English
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proficient residents and Indigenous residents. In 2001, just four neighbourhoods were
classified as HH clusters for both group. In 2016, there was no overlap between the
groups. This suggests Indigenous Australians and linguistically isolated residents
occupy different areas of the city.

Overlayed on these maps are areas highlighted as HH clusters for the top sociopro-
fessional group and bottom socioprofessional group. While some neighbourhoods
deemed to be HH clusters for Indigenous residents or non-English proficient resi-
dents are also identified as HH clusters for the bottom socioprofessional group, these
neighbourhoods are not completely overlapping. However, it is clear that Indige-
nous residents and non-English proficient residents are largely absent from the top
socioprofessional neighbourhoods. In 2001, nine neighbourhoods were classified as
both a HH cluster for the top socioprofessional group and linguistically isolated
residents. By 2016, this overlap was reduced to just three neighbourhoods. Further,
no neighbourhood deemed a HH cluster for the top socioprofessional group is also
classified as a HH cluster for Indigenous persons. Thus, while these ethnic groups
are not necessarily restricted to residing in just the poorest neighbourhoods, they
lack presence in the top socioeconomic areas.
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12.10 Conclusions

While the overwhelming majority of Australians perceive the ‘fair go’ to be a core
Australian value, the growing levels of income inequality, issues with housing afford-
ability and increasing socioeconomic segregation outlined in this chapter present a
threat to its longevity. Melbourne is expected to be the largest city in Australia in
the coming decades and is predicted to grow to a population of 8 million people by
2051 (Victoria State Government 2016). Therefore a key priority for government
and urban planning is to maintain liveability and ensure that access to housing and
employment does not fall outside of the reach of ‘ordinary’ Australians.

The results of the analyses undertaken for this chapter highlight clear trends in
socioeconomic segregation in Melbourne. Traditional measures of segregation like
the dissimilarity index indicate that almost 40% of the bottom socioprofessional
group would need to move to another neighbourhood in order to make the top and the
bottom group evenly distributed. However, the dissimilarity indices show a limited
change in socioeconomic segregation over time.

By comparison, the more spatialised measures reveal a growing spatial divide
between the top and bottom socioprofessional groups. Looking first to location
quotients, the top socioprofessional group are overrepresented in neighbourhoods
closest to the centre of the city. Results also show that top socioprofessional group
and unskilled workers inhabit different parts of city, with the bottom socioprofes-
sional group residing in the city’s outer suburbs. Put simply, those areas least popular
for the top socioprofessional group are the areas where unskilled workers are most
likely to live. Similar patterns are found when looking at the LM-/ results. Taken
together this demonstrates a growing geographical distance between the ‘haves’ and
the ‘have-nots’. This increasing segregation is likely to be further compounded by
the expected population growth of Melbourne.
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Abstract This chapter analyses socioeconomic segregation and segregation by
migration background for Berlin, Germany. Berlin’s history of division and reunifi-
cation affected suburbanization patterns and the unequal economic restructuring of
the city over time. Within this historical context, we present our empirical results on
segregation, and we reflect on the implications of segregation for the daily use of
the city. Arguments that segregation affects access to amenities (as in the literature
on ‘food deserts’) or reduces access to jobs (as in spatial mismatch theories) are
not so useful for Berlin with its strong public transport infrastructure. We find that
socioeconomic segregation was moderate and stable for the working-age population
between 2007 and 2016, whereas segregation of poor children increased. At the same
time, segregation of foreigners and segregation by migration background strongly
declined. And yet, even though segregation levels are low and public services are
present everywhere, the social use of the city, we argue, may be more segregated
than statistical indicators suggest. Drawing on various case studies, we suggest that
the use of the overall city reflects segregation patterns of the use of space for other
reasons than commonly suggested.

Keywords Residential segregation * Social segregation * Berlin - Child poverty *
Resource access

T. Blokland - R. Vief ()

Department for Urban and Regional Sociology, Institute of Social Sciences, Humboldt-Universitét
Zu Berlin, Berlin, Germany

e-mail: robert.vief@hu-berlin.de

T. Blokland
e-mail: talja.blokland @sowi.hu-berlin.de

© The Author(s) 2021 249
M. van Ham et al. (eds.), Urban Socio-Economic Segregation and Income Inequality,
The Urban Book Series, https://doi.org/10.1007/978-3-030-64569-4_13


http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-030-64569-4_13&domain=pdf
mailto:robert.vief@hu-berlin.de
mailto:talja.blokland@sowi.hu-berlin.de
https://doi.org/10.1007/978-3-030-64569-4_13

250 T. Blokland and R. Vief

13.1 Introduction

Residential segregation means that people put in a box of statistical similarity (socioe-
conomic or racially/ethnically constructed categories) live closer to people in that
same box than to others. Living is measured in most segregation studies by where
one is registered. In most cases, that is where we sleep.

Policymakers and politicians see segregation as problematic for roughly three
sets of reasons. First, segregation can reinforce inequalities if it constitutes differ-
ential access to urban amenities, as discussions of, for example, ‘food deserts’ and
spatial mismatch in the labour market suggest (Holzer 1991; Wrigley 2002). Espe-
cially in non-European cities, the presence and quality of formal amenities connect
directly to segregation patterns (Marques 2012). Second, whether from a perspective
of containment and punishment of the poor in the hyper-ghetto (Wacquant 2008), or
conservative versions of the culture of poverty thesis (Herrnstein and Murray 1996),
segregation discussion may include cultural worries (Sampson 2012; Gould 1999):
isolation reduces connection to mainstream values, with various ascribed negative
consequences. Third, worries about segregation premise that negative consequences
occur as neighbourhood effects. Living among others with similar limitations, so
the argument goes, would further limit chances to get ahead (Souza Briggs 1997),
or hamper collective efficacy (Sampson et al. 1997). In European cities especially,
segregation of income groups correlates with segregation of people without and with
(recent) migration histories or ‘ethnic minorities’, which is a result of specific racial-
ized logics of capitalism and colonialism and thus of global inequalities. Many Euro-
pean public discussions thus express worries about segregation not simply because of
poor people’s isolation. Instead, these discussions at times disguise a cultural-racist
debate when labels of disadvantaged neighbourhoods or concentration areas point to
where the poor live in higher densities but primarily draw attention to ethnic minority
concentration.

All these approaches share the assumption that where we sleep has high relevance
for our lives. This seems obvious in a favela where the bus may only come twice a
day (or not at all). It may even apply to Chicago (but not New York; Small 2009). But
what does residential segregation mean in a well-connected and not-so-huge city?
Do residential segregation patterns matter? What for?

Berlin, as a medium-sized city with a well-functioning public transport system and
infrastructure, serves as a case to reflect on these questions. Its history as a divided city
makes it an exceptional case, provoking questioning of some standard segregation
arguments. This chapter aims to explore whether Berlin has segregation patterns at
all, how these patterns may have developed over time, and how to interpret them.
We first discuss the German and Berlin historical context. After describing Berlin’s
data-shortage and our analytic choices, we analyse indicators for socioeconomic and
migrant segregation. Finally, we connect statistical findings to city use as a daily
routine, pleading for more focus on social rather than residential segregation.
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13.2 From Divided to Gentrified City

Germany’s socioeconomic inequality, measured by the GINI index (G), decreased
from 1990 to 1998 and increased from 1998 to 2005 (28.3 in 1998 to 32.3 in 2005)."
Scholars using different data acquire different results, but sketch a similar trend of
strongly increasing inequality from the 1990s to 2005. Since then, World Bank data
suggest a drop in income inequality from 2005 to 2010 (32.3 to 30.2) and an increase
until 2015 (31.7). Although the GINI coefficient cannot be reported for all years of our
analysis for lack of data (2007, 2012, 2016—see methods section below), the trend
lagged by one year shows a slight U-shape (2006: 31.3;2011: 30.5;2015: 31.7). Most
statistical offices also computed a minor drop after 2005 but underline a mostly stable
situation from 2005 to 2016, around a GINI coefficient of 0.29 (Grabka et al. 2019).
In contrast, some researchers emphasize that affluent households profited most from
wage increases over the last twenty years, while in the lowest deciles of the income
distribution, hardship remained. Income inequality since 2010 sharpened, especially
in major cities in Germany, where low-income households have become dispropor-
tionally numerous (ibid.). Berlin’s statistical office highlights an increase of the GINI
coefficient until 2003 and stability since then (Amt fiir Statistik Berlin-Brandenburg
2017a: 48), showing a very similar stable pattern for our period of interest as for
Germany overall (G = 30.0 for 2006, 2011 and 2015). Berlin’s Bezirke (12 districts
of around 300.000 inhabitants) have higher income inequality in the West than in the
East. East Berlin’s Lichtenberg (G = 23) or Marzahn-Hellersdorf (G = 25) have much
lower levels of income inequality than for example Charlottenburg-Wilmersdorf (G
= 35) in the West (ibid.: 49). This inequality, and forms of segregation connected to
it, must be understood in Berlin’s peculiar context.

After the Second World War, Soviet Union, France, UK and USA divided
Germany into two: German Democratic Republic (GDR) and Federal Republic
of Germany (FRG). Berlin, as capital, was divided into four sectors, one in East
(under Soviet control) and three in West Berlin (under control of France, UK and
USA). Soon, the tension between the USSR communist project in East Berlin and the
predominantly USA project of market capitalism in West Berlin created a peculiar
situation for residents. The breaking up of Germany (and Berlin) was an imposed
political project against its unity, not a fortification of a boundary that in any sense was
lived—ideologically, religiously, or else—by people or their movements. Notwith-
standing regional differences, nation-state building since the late nineteenth century
had worked effectively towards the creation of German unity. Berlin’s division thus
resulted not, as former divided cities like Belfast or Mostar, from activation of
symbolic boundaries of ethnicity, religion or both. Figure 13.1 shows Berlin’s current
Bezirke and the Wall’s location.

Of all Germans, Berliners experienced the artificiality of the divided life most
extremely. With the construction of the Berlin Wall in 1961, places and people in the
daily lives of Berlin residents were suddenly separated. To understand contemporary
Berlin, this division matters in various ways. First, the building and then the removal

Uhttps://data.worldbank.org/indicator/SI.POV.GINI?locations=DE.
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Fig. 13.1 Berlin’s Bezirke (today) and the Wall until 1989

of the Wall through the city’s (war-damaged) heart moved the city’s core. Today’s
central sites used to be dead-end streets facing the Wall, which had a ca. 100-m-
wide ‘Dead Strip’ on the East. This vacant land strip was a waiting opportunity for
developers in the 1990s (Fig. 13.2).

GDR politics of a classless society favoured massive apartment constructions,
especially in Lichtenberg and Marzahn-Hellersdorf, while ignoring, for example,
Prenzlauer Berg with its bourgeois housing. Low levels of maintenance and invest-
ment (Dahn 1987: 39 in HiuBermann and Kapphan 2002: 71) caused major housing
deterioration. People living there were denied access to the new higher-quality apart-
ment blocks for lack of state compliance, voluntarily distanced themselves from the
state, or temporarily waited there for better housing (ibid.). In the 1990s, these dilap-
idated buildings with desirable 1800s Altbau designs provided excellent investment
opportunities. After the fall of the Berlin Wall (the Wende in 1989), the area near
the Wall, which for decades was two cities’ edge, became a central district with
high-quality amenities, international schools, bilingual kindergartens, yoga-classes
for toddlers, etcetera. Especially since the early 2000s, the central city attracted a
middle class and saw its public and private service sector changing tremendously.

Third, politics of representation in West and East Berlin before the Wende had
created two divergent urban landscapes (see Haulermann and Kapphan 2002: 62—
4). After the Wende, a quick expansion and integration of infrastructures and public
transport in what was to become the capital of reunited Germany became politically
urgent. The move of the federal parliament’s seat and most West-German government
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Fig. 13.2 Berlin Wall, 1986. Source https://en.wikipedia.org/wiki/File:Berlinermauer.jpg, by
user: Noir/WikiCommons, 22-Mar-2004, GNU free under a CC BY-SA-3.0 Unported license.
Photographer Thierry Noir/Bethaniendamm, Berlin-Kreuzberg, Germany, 1986

institutions from Bonn to Berlin in 1991 strengthened this process (Kemper 1998b:
1766). Political choices in housing policies since the unification (see Bodnar and
Molnar 2010) produced a housing system dominated by private rental apartments.
Homeownership remained hard to realize within the city. Especially the privatisation
of GDR state-owned areas where rents had been fixed at very low rates before reuni-
fication produced an exception to common understandings about housing markets.
Privatisation of public housing to reduce the city’s financial problems and restitu-
tion of buildings collectivized under communism to previous owners, also impacted
the rental market. In short, Berlin’s contemporary housing situation results from a
combination of investments of second circuit international capital (Harvey 1978) at
a historical moment of an ideological belief in the superiority of market capitalism,
a need to increase state revenue because of the historically conditioned need for
public investment, and unprecedented freedom of residential choice. Berlin’s gentri-
fication—the increase of middle and upper-class residents displacing lower-income
residents—occurred in this context.

Meanwhile, the Wall’s disappearance made suburbanization possible overnight,
causing a sharp population-decline in 1990s Berlin (Beyer and Schulz 2001:
123 quoted in Kirchner 2009). In Germany’s specific suburbanization trajectory
(Matthiesen and Nuissl 2002), Berlin was even more specific (Bluth 2004). In pre-
1989 East Berlin, limited possibilities of homeownership and strict state-led distri-
bution of rental dwellings had prevented market-led suburbanization. In West Berlin,
the Wall had prevented all outward expansion. Berlin’s population dropped between
1990 and 2004 while surrounding Brandenburg saw a sharp population increase
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(Beran et al. 2015). For example, Falkensee, bordering directly at West Berlin’s
Spandau, grew in a decade from 22,087 to 40,511 residents, causing challenges to
cohesion, identity and infrastructure (Kirchner 2009: 41f). Since 2004, more people
move from Berlin to Brandenburg than in the other direction (Beran et al. 2015). And
yet, the influx from other German states and abroad made Berlin grow from 3.3 to
3.75 million between 2004 and 2018 (Amt fiir Statistik Berlin-Brandenburg 2019).

Both in the East and the West before the Wende, industries received politically
motivated state-support. As this disappeared after the Wende, deindustrialisation
followed, especially but not exclusively in the East, causing high unemployment
rates and the lowest GDP of all European metropoles compared to their nationwide
averages (Bernt et al. 2013: 16; Gornig et al. 2013: 8f). In the early 2000s, sociolo-
gists predicted growing economic marginalization (Kronauer 1997 in HiuBermann
and Kapphan 2002: 18). Instead, in the last decade, Berlin grew economically, land
values increased, and unemployment rates declined. This decrease in unemployment
partly results from growth in flexible service-jobs with little income security. In
East Berlin, pre-1989 full employment with absolute job security and low income
and little consumer goods availability has now turned into low unemployment but
high job insecurity, continuous low or moderate incomes, rent increase and endless
consumer goods—unaffordable for many. Additionally, younger and new Berliners
face precarity in self-employment in the creative sector.’

Berlin has moved from a politically divided city to a city with new divisions. It
undergoes well-documented gentrification (Holm 2013), to which political initiatives
seek answers, including housing development in selected surrounding Brandenburg
areas, which will further affect its demography. But Berlin also moved from a city
initially divided only by political decision to a city of distinctive social lives. We
explore what segregation may mean in this context after presenting Berlin’s statistical
development of segregation.

13.3 Methods

German scholars and journalists vigorously debate segregation but lack precise,
small-scale data to demonstrate the existence of poverty pockets before 1998 (Kemper
1998a: 22) and have limited data since then. Some described a stable rate of socioeco-
nomic segregation between 1990 and 2005 for Berlin (Friedrichs and Triemer 2009:
120), but only based on analysis of large spatial units (ibid.: 20) or argued that in the
1990s, poverty increasingly concentrated in specific neighbourhoods (Hauflermann
and Kapphan 2004) and produced social problems, but again drawing on limited

2Figures suggest weak correlations between education and income for residents without migration
background or European Union backgrounds (especially Italy, Spain, Greece since 2008s crisis)
(Gathmann et al. 2014).
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data. Others found that social segregation by Sozialgesetzbuch II® slightly increased
between 2005 and 2014 (Helbig and Jdhnen 2018: 139).

Germany has poor statistics. Before 1989, the FRG and the GDR had their own
ways of collecting census data. After reunification, Germany delayed the census to
2011, leaving a 24 year gap (Statistische Amter des Bundes und der Linder 2015:
9). Berlin does not have a useful panel of census data since 1989. Germany does not
collect census data on income. It does not publish data on occupational status for cities
(which it collects; Eisenmenger et al. 2014; Heckel and Heyde 2015). On the local
level, census data regulations are stricter than in other countries. The Mikrozensus,
Germany’s largest household survey, allows predictions of income distributions but
does not publish data for spatial units smaller than Berlin’s 12 Bezirke. The spatial
sampling of the Mikrozensus is on the same scale, so we cannot infer to smaller
levels.

Berlin answered in 2006 to the lack of data with the Monitoring Soziale Stad-
tentwicklung, an initiative of academics and city planners to join available data
sources on a low spatial scale to assess neighbourhoods’ relative positions. The
LORs (Lebensweltlich-Orientierte Rdume) in the Monitoring provide 447 spatial
units (Planungsrdume) with 7,500-10,000 inhabitants (BOmermann et al. 2006).4
The data do not include income. Fortunately, income is only one indicator suggesting
where the rich, the poor and others live. As proxies for economic status, the Monitor
contains information on unemployment, state family subsidies and child poverty.

We analyse data for three time points (2007, 2012, 2016) with four indicators of
socioeconomic segregation: unemployed persons among people aged 15-65; long-
term’ unemployed persons among those aged 15-65; non-unemployed recipients of
state subsidies in all age groups (for example when people work but make too little
to reach the minimum state-guaranteed standard, receive very low pensions, or have
children living in a poor household); and poverty among children aged 0—15. These
indicators allow an estimation of the lower part of the income distribution. They
cannot show polarization of the rich within neighbourhoods and throughout Berlin.

Scholars have also investigated ‘ethnic’ segregation of legally defined foreigners
in neighbourhoods. Kemper (1998a, b) found ethnic segregation to be stable during
the 1990s in West Berlin and to decline in East Berlin until 1996. Overall, ethnic
segregation rates were higher in East Berlin, where residential mobility was very
low. Friedrichs and Triemer (2009: 120f) observed an increasing level of segregation
until the mid-2010s. Helbig and Jihnen (2018) observed a decrease since 2002.
Again, both used data on a high spatial scale. HiuBermann and Kapphan (2002: 212)
underlined the increasing concentration of foreign-born residents since the 1970s
(with only 20,000 foreigners in entire East Berlin), then stability since the 1990s,
but on Bezirke scale. Existing studies thus do not report consistent results and use
different spatial scales—we aim to clarify the recent development on a small spatial
scale.

3Sozialgesetzbuch II only covers a part of the unemployed population.
“We exclude 14 LOR-Planungsriume with fewer than 300 inhabitants in our analyses.
SUnemployed over one year without interruption, Sozialgesetzbuch II and IIT (Nagel 2018: 16f).
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Germany collects no data of racialized categories, but we can compute segregation
of foreigners and Germans with a migration background, also clustered by country
-of -origin groups. We analyse such segregation using proportions of foreigners and
persons with a migration background,® and by country groups (European Union and
Turkey/Muslim States).” We are aware of the ways in which statistics construct cate-
gories: as our last section will show, for Berlin’s social landscape, or how the city is
lived and used, these social constructions and their imaginations matter: stereotyping
people with certain passports as ‘Muslim’ is an act of othering.

We calculated residential segregation using the segregation index (IS)® and the
location quotient (LQ) with the Geo-Segregation Analyzer (Apparicio et al. 2013).
We cannot report indices of dissimilarity between groups of our analysis, because the
groups partly overlap (long-term unemployed residents count also as unemployed;
poor children may also be residents receiving subsidies, etc.).

13.4 Socioeconomic Segregation

Figure 13.3 shows the IS for 3 years of data for socioeconomic and ethnic indi-
cators: Berlin’s moderate unemployment and long-term unemployment segregation
was stable between 2007 and 2016, with a tiny drop between 2007 and 2012. Poor
children and state support recipients became slightly more segregated over time,
especially between 2007 and 2012. Poor children lived overall much more segre-
gated than other categories (IS .43/42 in 2012/2016). As school-aged children typi-
cally have high neighbourhood use (Blokland 2003; Karsten 2002), this may affect
social segregation (see Table 13.1).

Figures 13.3, 13.4, 13.5, 13.6 and 13.7 map the distribution of the LQs of our
indicators in both 2007 and 2016. In Fig. 13.3, LQs of unemployment for 2007 and
2016 reveal a very slight decrease in poverty concentration areas. The index went up
in areas at the city borders far from the new centre such as the South-West, where we
now observe less concentration of employed people without benefits and without poor
children than in 2007. Other outskirts (as the North of Marzahn-Hellersdorf) desegre-
gated somewhat. Formerly deprived inner-city neighbourhoods (parts of Kreuzberg
and Neukolln) now have intermediate values, but pockets of high concentrations of
unemployment remained. Land values and rents increased disproportionally here

SForeigners and Germans born outside of Germany with second nationality, naturalized citizens,
children of two foreign parents born in Germany since 2000. Changes in data-collection after 2014
ask for cautious interpretation of 2016 numbers (Nagel 2018: 59f).

7Egypt, Algeria, Bahrain, Djibouti, Iraq, Yemen, Jordan, Qatar, Comoros, Kuwait, Lebanon, Libya,
Morocco, Mauritania, Oman, Saudi Arabia, Somalia, Sudan, Syria, Tunisia, United Arab Emirates.
8The IS (Apparicio etal. 2008: 1; Duncan and Duncan 1955)is definedby 1§ = 1 Y7, |3 — 4=
and the most common one-group segregation measure. In this formula, n is the number of spatial
units in the overall city (in our case: Berlin), x; is the total population of group X in spatial unit i,
t; the total population in spatial unit i, X is the total population of X within the overall city. T is the
total overall city population.
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Fig. 13.3 Location quotients of unemployment (among 15- to 65-year-old population), in 2007
and 2016

(Holm 2013). Three factors may explain the invisibility of this gentrification. First,
as a strategy to cope with the rent increase, people increasingly share apartments
(Investitionsbank Berlin 2019). Second, highly mobile young people and global
middle classes tend to prefer them. We have a division here between short-time
working residents moving in and out quickly and a stable population for whom the
new forms of the social mix have changed nothing for their unemployment rates and
little for their children’s poverty. Third, Kreuzberg and the North of Neukolln have
inner-city modernist housing estates. New rental contracts see sharp rent increases
(when new renters move in), but the moderate building structure and relative low
level of amenities of these estates made their increase less than in other buildings,
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Table 13.1 Indices of segregation in Berlin

2007 2012 2016 Overall trend

Socio-economic indicators
-unemployed persons 0.19 0.19 0.18 stable
-long-term unemployed persons 0.20 0.19 0.19 stable

-non-unemployed persons

L . 0.28 0.30 0.31 + slight increase
receiving state subsidies

-child poverty 0.40 0.43 0.42 +slight increase
Ethnic indicators
-foreigners 0.35 0.33 0.28 - strong decrease

-persons with migration

0.34 0.33 0.30 - fair decrease
background

-migration background: Turkey

and Arabic states 0.51 0.49 0.41 - strong decrease

-migration back d:
migration backgroun 0.23 0.23 0.23 stable

European Union

and residential stability remained high here. So far, this enabled residents to continue
living there, as the German system of rent protection is relatively strong.

The LQ for child poverty for 2007 and 2016 (Fig. 13.4) indicates consid-
erably stronger spatial segregation compared to unemployment, and concentra-
tions in poverty, in contrast to all other indicators, slightly increased. Overall, the
outskirts show a high concentration of non-poor children (Steglitz-Zehlendorf, parts
of Marzahn-Hellersdorf, the north of Reinickendorf and the North-East of Pankow).
These areas have the highest residential ownership rates. They have more single-
family dwellings than average, making them preferred locations for affluent-enough
families, reducing the likelihood of child poverty. Some of the spatial concentration
of unemployment rates in inner-city areas results from the exceptionality of Berlin
mentioned before. The current centre of the city has the redeveloped ‘dead zone’
(see Fig. 13.2) and renovated bourgeois housing ignored by the GDR. As luxury
apartments are usually bought by people who work but are not necessarily preferred
by parents, child poverty can remain stable while other indicators change.

The slight increase in segregation by child poverty after 2007 al