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Modern Financing for Modern Cities

Following the conclusion of this year’s World Cities Summit in Singapore, urban 

infrastructure – and new ways of financing it – is at the top of the agenda. Without 

a doubt, poor and aging infrastructure is the Achilles heel of existing cities. With a 

growing world population, increasing urbanisation, ecological considerations and 

restricted government budgets, it is going to take innovative solutions – and the 

combined efforts of the wider infrastructure community – to develop and maintain 

sustainable, competitive and energy-efficient cities able to support current and 

future populations. 

Already warranting attention, the need for sustainable urban development has 

become increasingly urgent in the face of rapid urbanisation – an irreversible trend apparent in emerging and developed 

economies alike. In fact, since 2008 – and for the first time in history – towns, cities and mega-cities have housed over 

half the world’s population. By 2030, this figure is expected to rise to 60% – the equivalent of an extra 1 million city-

dwellers each week – meaning 5 billion people will be living in metropolitan areas, and dependent on the infrastructure 

they contain.

The commercial importance of cities is the fuel for this urbanisation. According to a 2011 report by McKinsey Global 

Institute, 80% of global GDP is now generated in cities. But such economic significance also means there is increased 

competition among cities. According to the same report, which includes a 600-strong list of the world’s top GDP-

generating cities, 136 new cities are expected to enter these ranks by 2025. Even without the challenge of supporting 

swelling populations, it is clear that those cities that neglect to develop and maintain their infrastructure will be left behind.

For this reason, cities must take a proactive approach to urbanisation, and to the development of infrastructure necessary 

to maintain their economic growth and stability. Certainly, incremental development of infrastructure is insufficient in the 

face of relentless urbanisation. It is “smart” cities – those boasting an intelligent integration of infrastructure, technology 

and facilities to increase efficiency, reduce environmental impact and ensure sustainability – that will not only cope with 

ever-greater urban populations, but seize the opportunity to become the economic powerhouses of the future.

Finding the Finance

Of course, the challenge this presents should not be underestimated. The task of maintaining existing urban infrastructure 

is already a stretch for many cities. And this is particularly the case in the current economic climate. The global financial 

crisis of 2008 and the subsequent (and ongoing) lack of liquidity has placed a severe restriction on government budgets. 

As economic slowdowns, contracting liquidity and sovereign debt crises remain a feature of the financial landscape, it is 

clear that cities are not only competing in terms of economic growth and sustainability, but are also in competition for 

shrinking pools of investment.

Therefore – and as highlighted at the recent World Cities Summit – what is needed alongside innovation in infrastructure 

and urban technology is innovation in infrastructure financing. Certainly, cities need to reassess their funding models if 

they are to procure sufficient levels of investment – and this must be done while promoting urban energy efficiency and 

long-term sustainability.

In the absence of sufficient government funding, the rise of public-private partnerships (PPPs) has been a notable – and 

much-discussed – factor in modern infrastructure finance. And the success of such collaborations, both in pure and 

variant forms, is encouraging.

A Vision of the Future

Yet there is a greater opportunity here. The combination of an increasing demand for infrastructure and ongoing public 

sector cuts not only encourages more private sector involvement – from bank-held club deals, institutional investors, or for

-profit organisations stepping in after initial project builds, for example – but also opens the door to increased corporate 

participation, and the considerable added-value this can bring. 
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For one, risk-mitigation is usually a priority in the private sector, which means projects will immediately benefit from 

superior risk-management solutions. Besides ensuring greater project stability, these can improve delivery times and 

reduce cost overruns – particularly valuable in today’s climate of high volatility and tightened liquidity. 

The flexibility of corporate financing solutions is another advantage. The development of “smart” cities requires interlinked 

and intelligent infrastructure and technology services, and this is reflected in the need for similarly flexible and bespoke 

financing packages. In this regard, the innovative and open-minded approach of corporates can inject the flexibility 

needed to build the cities of the future.

Third, corporates are in a strong position to collaborate with city and infrastructure authorities to establish regulatory 

frameworks. Such frameworks are vital – updated and clear sector regulations provide much-needed structure, and are 

essential to the stability of infrastructure projects, and therefore their financing. And by assisting in the development and 

implementation of such frameworks, corporates can play a key role in shaping the sector’s development. 

Finally, there is the contribution of both commercial knowledge and sector expertise. This is particularly true of 

infrastructure and technology companies, whose core competencies align with many of the projects needed to create the 

cities of the future. By possessing a greater understanding of the intricacies of urban development projects these 

corporates are best placed to provide skills and services that can even stretch to bespoke financing solutions that match 

those needs. 

The benefits of greater private sector – and particularly corporate – involvement are clear. With this in mind, the challenge 

presented by increasing urbanisation and contracting government budgets should instead be viewed as an opportunity –

to pursue innovative financing models, to realise the benefits of greater corporate collaboration, and to develop intelligent 

urban infrastructure that is integral to the “smart” cities of the future. It is only with such transformational thinking, and a 

proactive approach to urbanisation and urban development, that we can build sustainable cities that are able to meet the 

needs of coming generations.
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