
One of  t he most  st r i ki ng f eat ur es of  pol i -
t i cs and management  i n ci t i es ar ound t he
w or l d i s t he bel i ef  t hat  “ t he next  new  pr o-
j ect ”  w i l l  sol ve t he most  pr essi ng pr ob-
l ems of  t he day. The pol i t i cal  compul si on
t o cut  r ed r i bbons, coupl ed w i t h t he pr o-
f es s i onal  ex c i t ement  of  bui l di ng new
t hi ngs w i t h t he l at est  t echnol ogy, has gen-
er at ed many new  i nvest ment s t hat  ar e
al most  al w ays cost l y and f r equent l y use
scar ce publ i c r esour ces i nef f ect i vel y. Al l
t oo of t en t hese publ i c i nvest ment s i nvol ve
i nfl a t ed ex pec t a t i ons  o f  benefi t s ,
under est i mat ed cost s, act ual  cost  over -
r uns, and unant i ci pat ed negat i ve ext er nal i -
t i es—such as adver se envi r onment al  and
soci al  consequences. These w i despr ead
t r ai t s t oget her  shoul d ar ouse consi der abl e
publ i c skept i ci sm about  t he ef f i cacy of
t hose publ i c of f i ci al s and t hei r  t echni cal
adv i ser s w ho ent husi as t i cal l y  pr omot e
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new  pr oj ect s. Such skept i -
ci sm has i mpl i cat i ons f or
met r opol i t an- l evel  af f ai r s
as  w e l l  as  c i t y - l ev e l
af f ai r s. The mai n i mpl i ca-
t i on at  bot h l evel s i s t hat
pr oper  oper at i on and mai n-
t enance of  f aci l i t i es t hat
al r eady exi st  i s f ar  mor e
i m por t ant  t han bui l di ng
new  pr oj ect s.

In t he early 1990s, t he World
Bank roughly  est imat ed  t he
value of  exist ing inf rast ruct ure
st ock in t he cit ies of  developing
count ries—including wat er, sani-
t at ion, roads, br idges, pub lic
light ing, and t raf f ic signals—t o
be on t he order of  U.S.$3 t rillion.
It s rough est imat e of  annual
invest ment  in t hese sect ors was
about  U.S.$150  billion. Bot h are
very  large numbers. But  t he
import ant  point  is t hat  annual
invest ment  ( t he flow)  was only
about  5  per cen t  o f  exist ing
investments ( t he stock) . Even if  t hese numbers
are incorrect  by an order of  magnit ude, t heir gen-
eral proport ions are reasonable. 

Judging by t he t ime and at t ent ion given t he
preparat ion and appraisal of  new invest ment s,
including cut t ing t heir red ribbons, “ t he new”  is
clearly much more at t ract ive polit ically and emo-
t ionally t han “ t he old.” Yet  f rom a public policy
perspect ive, sound management  of  t he physical
well-being of  t he cit y must  focus primarily on
obt aining as many benefit s f rom t he exist ing st ock
as possible. The numbers are overwhelmingly con-
vincing: a 5 percent  increase in t he benefit s com-
ing f rom the st ock of  U.S.$3 t rillion is equal t o
U.S.$150 billion, t he size of  t he whole annual flow.
Get t ing t hose benefit s f rom t he st ock, however,
need not  involve more financing and indebtedness,
more environment al impact s, or more social dis-
rupt ion. In layman’s t erms, cit ies should be get t ing
more out  of  what  t hey already have before t hey
make new investments (or cut  new r ibbons!)

This argument  is not  int ended t o discourage
needed new invest ment s t o complement  and sup-
port  t he exist ing st ock—such as rehabilit at ing an
old wat er t reatment  plant  or fixing pot holes in cit y
st reet s. But  before a cit y invest s in a new subway
t o move it s t raf f ic fast er, it  probably should ident i-
fy bet t er ways t o manage exist ing t raf f ic flows. A

Wor ld  Bank–fi nanc ed  t r af f ic
st udy in met ropolit an Manila in
t he Philippines in t he 1 9 8 0 s
found t hat  t raf f ic speeds could
be increased by 30  percent , t raf-
f ic volumes would grow by 40
percent , and accident s would
drop 40 percent  as a result  of
improved t raf f ic management .
While individual result s will cer-
t ainly vary f rom cit y t o cit y, t he
general principle is t hat  improved
management  o f  t he exist ing
st ock deserves t o be t est ed in
every case before t he public is
asked t o finance new infrast ruc-
t ure. 

This argument  about  st ock
and flow should also be put  int o
a broader economic and social
f ramework at  t he met ropolit an
level. Public invest ment s almost
always event ually require bot h
increasing t axes and fi nding
finance in capit al market s. But
t he administ rat ive and polit ical
cost s of  raising t axes are f re-

quent ly underest imat ed. Moreover, using privat e
capit al for a public invest ment  inevit ably increases
t he financial cost s of  all subsequent  borrowings in
t he market , bot h public and privat e. Large invest -
ment s t hat  t ake a long t ime t o build and whose
local economic benefit s will accrue only in t he
medium t o long t erm furt her depress short -run
local economic product ivit y. Building a subway, for
example, which result s in digging up st reet s and
slowing t raf f ic for years, needs t o be viewed in
t erms of  it s net  impact —t ime lost  by commut ers
during const ruct ion as well as expect ed t ime
gained by fut ure subway users.

Finally, t his argument  also has a special met ro-
polit an t wist . The rat ionale for met ropolit an poli-
cies and inst it ut ions rest s fundament ally on a
broad perspect ive concerning ext ernalit ies. That
perspect ive assumes t he many posit ive and nega-
t ive ext ernalit ies of  urban invest ment s and act ion
can be bet t er managed if  all of  t he pot ent ial areas
and populat ions likely t o feel t heir impact  are
included in t he planning and decision process.
Benefit s can be increased if  people work t ogether,
and negat ive impact s can be perceived and con-
t rolled if  t heir dist ribut ion is also fully underst ood.
Post poning or minimizing negat ive met ropolit an
and cit ywide impact s can be one of  t he big
benefit s of  bet t er management  of  t he exist ing

P U B L I C  O F F I C I A L S

M U S T  A S S U RE  T H A T

L E A K Y  RO O F S  O F

P U B L I C  S C H O O L S  A RE

P RO M P T L Y  RE P A I RE D

BE F O RE  N E W  S C H O O L S

A RE  B U I L T .  C O M M O N

S E N S E  I S  N O T

E X P E N S I V E ,  EX C EP T

W H E N  I T  I S  I G N O R ED .



st ock. 
Understanding, and valuing, t he st ock in a cit y

can also be ext ended t o met ropolit an social and
cult ural inst it ut ions. If  we subst it ut e t he word “ her-
it age”  for st ock—t hat  which exist s already—we are
also able t o t hink about  t he inherit ed “ value”  f rom
t he past . If  we furt her subst it ut e t he word “ capit al”
for st ock we enter t he world of  “ social capit al”  or
problem-solving capacit y. Cit ies and communit ies
need t o make bet t er use of  t heir social and cult ural
herit age as inst ruments t o build capacit y t o solve
problems. One example might  be using t he Chinese
communit y in New York t o reduce crime or improve
environment al sanit at ion in t he areas around
Chinat own. Anot her act ual case is t hat  encouraging
schools in Naples, It aly, t o adopt  hist orical monu-
ment s has mot ivated children t here t o improve t he
care and maint enance of  t hese public sit es. 

We underst and t hat  if  we do not  fix t he roofs
on our homes, t he rain will event ually damage our
possessions. We are likely  t o enjoy t hose posses-
sions longer wit h a repaired roof . While it  is cer-
t ainly more appealing t o buy more possessions
before fixing t he roof , at  some point  we decide
t hat  we can no longer post pone such repairs. We
should hold our public of f icials t o an even higher
st andard. Their job, as guardians of  t he public
st ock, is t o assure t hat  leaky roofs, for example
of public schools, are prompt ly repaired before
new schools are built . Common sense is not
expensive, except  when it  is ignored. ■
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