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W   ith more than half of the world’s population 
now living in urban areas, this is the urban 
century.  Harmonious urbanization, the 
theme of this fourth edition of the State of 

the World’s Cities, has never been more important.

Cities embody some of society’s most pressing challenges, from 
pollution and disease to unemployment and lack of adequate 
shelter.  But cities are also venues where rapid, dramatic 
change is not just possible but expected.  Thus they present 
real opportunities for increasing energy efficiency, reducing 
disparities in development and improving living conditions 
in general.  National and local governments can promote 
harmonious urbanization by supporting pro-poor, inclusive 
and equitable urban development and by strengthening urban 
governance structures and processes.  History demonstrates 
that integrated urban policy can be a solid path towards 
development.

Contrary to popular opinion, inequality and the unsustainable 
use of energy are not inevitable aspects of urban development, 
nor are they necessary for urbanization and economic growth 
to occur.  Rather, as this report illustrates, cities can advance 

Foreword

the prosperity of their inhabitants while achieving equitable 
social outcomes and fostering the sustainable use of resources.  
Today, many small, well-managed cities in both the developing 
and developed worlds are enjoying rapid growth, giving us a 
chance to stave off entrenched poverty and cultivate healthy 
environments in which people can thrive.

The data and analysis contained in this report are intended 
to improve our understanding of how cities function and 
what we, as a global community, can do to increase their 
liveability and unity.  In that spirit, I commend this report to 
policymakers, mayors, citizens’ groups and all those concerned 
with the welfare of our urbanizing world.

Ban Ki-moon
Secretary-General
United Nations
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Introduction

Half of humanity now lives in cities, and within 
two decades, nearly 60 per cent of the world’s 
people will be urban dwellers. Urban growth is 
most rapid in the developing world, where cities 

gain an average of 5 million residents every month. As cities 
grow in size and population, harmony among the spatial, 
social and environmental aspects of a city and between their 
inhabitants becomes of paramount importance. This harmony 
hinges on two key pillars: equity and sustainability.

The world has witnessed for the past year some of the social 
challenges associated with global warming and climate change. 
The rise in prices of fuel and food has provoked angry reactions 
worldwide and threatens to eradicate, in many instances, 
decades of social and economic advancement. This relatively 
new threat to harmonious urban development is nonetheless 
directly linked to poorly planned and managed urbanization. 
Urban sprawl, high dependence on motorized transport and 
urban lifestyles that generate excessive waste and consume 
large amounts of energy are some of the major contributors 
to the global increase in greenhouse gas emissions. 

However, data analyzed by UN-HABITAT shows that not 
all cities contribute to global warming and climate change 
in the same way. While wealthier cities tend to produce 
more emissions than less wealthy cities, as higher incomes 

often translate into higher energy consumption, significant 
differences in emissions are also found between cities of 
similar wealth. Some cities in developed countries have, for 
example, been reducing their per capita energy consumption 
and emissions through better transport planning and 
energy conservation. At the same time, other cities in newly 
industrializing countries are increasing per capita emissions 
through the combined impact of motorization and increased 
energy consumption.  The findings presented in this report 
clearly show that policies that promote energy-efficient public 
transport, that reduce urban sprawl and that encourage the 
use of environmentally-friendly sources of energy, can reduce 
a city’s ecological footprint and carbon emissions significantly. 
In fact, cities provide a real opportunity to mitigate and 
reverse the impact of global climate change. Properly planned 
cities provide both the economies of scale and the population 
densities that have the potential to reduce per capita demand 
for resources such as energy and land.

The world is also confronting the challenge of increasing 
disparities between the rich and the poor. This edition of 
the State of the World’s Cities shows that spatial and social 
disparities within cities and between cities and regions within 
the same country are growing as some areas benefit more 
than others from public services, infrastructure and other 
investments. Evidence presented in this report also shows 
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that when cities already have high levels of inequality, spatial 
and social disparities are likely to become more, and not less, 
pronounced with economic growth. High levels of urban 
inequality present a double jeopardy. They have a dampening 
effect on economic growth and contribute to a less favourable 
environment for investment.

But just as importantly, urban inequality has a direct impact 
on all aspects of human development, including health, 
nutrition, gender equality and education. In cities where 
spatial and social divisions are stark or extreme, lack of 
social mobility tends to reduce people’s participation in the 
formal sector of the economy and their integration in society. 
This exacerbates insecurity and social unrest which, in turn, 
diverts public and private resources from social services and 
productive investments to expenditures for safety and security. 
Pro-poor social programmes, equitable distribution of public 
resources and balanced spatial and territorial development, 
particularly through investments in urban and inter-urban 
infrastructure and services, are among the most effective 
means for mitigating or reversing the negative consequences 
of urban inequality.

Many cities and countries are addressing these challenges and 
opportunities by adopting innovative approaches to urban 
planning and management that are inclusive, pro-poor and 

responsive to threats posed by environmental degradation and 
global warming. From China to Colombia, and everywhere in 
between, national and local governments are making critical 
choices that promote equity and sustainability in cities. 
These governments recognize that cities are not just part of 
the problem; they are, and must be, part of the solution. 
Many cities are also coming up with innovative institutional 
reforms to promote prosperity while minimizing inequity 
and unsustainable use of energy. Enlightened and committed 
political leadership combined with effective urban planning, 
governance and management that promote equity and 
sustainability are the critical components to the building of 
harmonious cities. 

Anna K. Tibaijuka
Under-Secretary-General and Executive Director
United Nations Human Settlements Programme
(UN-HABITAT) 
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Overview and Key Findings

Cities are perhaps one of humanity’s most complex 
creations, never finished, never definitive.  They 
are like a journey that never ends. Their evolution 
is determined by their ascent into greatness or 

their descent into decline. They are the past, the present and 
the future. 

Cities contain both order and chaos.  In them reside beauty 
and ugliness, virtue and vice. They can bring out the best or 
the worst in humankind. They are the physical manifestation 
of history and culture and incubators of innovation, industry, 
technology, entrepreneurship and creativity. Cities are the 
materialization of humanity’s noblest ideas, ambitions and 
aspirations, but when not planned or governed properly, can be 
the repository of society’s ills. Cities drive national economies by 
creating wealth, enhancing social development and providing 
employment but they can also be the breeding grounds for 
poverty, exclusion and environmental degradation. 

Half of humanity now lives in cities, and within the next two 
decades, 60 per cent of the world’s people will reside in urban 
areas. How can city planners and policymakers harmonize 
the various interests, diversity and inherent contradictions 
within cities? What ingredients are needed to create harmony 
between the physical, social, environmental and cultural 
aspects of a city and the human beings that inhabit it?  

Harmonious Cities

A society cannot claim to be harmonious if large sections of 
its population are deprived of basic needs while other sections 
live in opulence. A city cannot be harmonious if some groups 
concentrate resources and opportunities while others remain 
impoverished and marginalized. Harmony in cities can not be 
achieved if the price of urban living is paid by the environment.  
Reconciling contradictory and complementary elements is 
critical to creating harmony within cities. A harmonious city 
promotes unity within diversity. Harmony within cities hinges 
not only on prosperity and its attendant benefits, but on two 
pillars that make harmony possible: equity and sustainability. 

Harmony is both an ancient social ideal as well as a 
modern concept. In ancient Chinese philosophy, harmony 
implied moderation and balance in all things. Today, the 
concept of harmony encapsulates more modern concepts, 

such as environmental sustainability, equity, gender parity, 
inclusiveness and good governance.  While the concept of 
sustainability focuses on ethical and ecological considerations 
and is focused primarily on protecting the Earth’s 
environmental and natural assets, the concept of harmony 
also entails the synchronization and integration of all of the 
Earth’s assets, whether they are physical, environmental, 
cultural, historical, social or human. In this sense, harmony is 
a broad concept that relies on distinctly human capabilities, 
such as mutual support, solidarity and cooperation. 
Harmony has now become the theoretical foundation for 
deepening understanding of the social, economic, political 
and environmental fabric of cities in order to create a more 
balanced society. 

Harmony is therefore both a journey and a destination. 
This report adopts the concept of Harmonious Cities as a 

theoretical framework in order to understand today’s urban 
world, and also as an operational tool to confront the most 
important challenges facing urban areas and their development 
processes. It recognizes that tolerance, fairness, social justice 
and good governance, all of which are inter-related, are as 
important to sustainable urban development as physical 
planning. It addresses national concerns by searching for 
solutions at the city level. For that purpose, it focuses on three 
key areas: spatial or regional harmony; social harmony; and 
environmental harmony. The report also assesses the various 
intangible assets within cities that contribute to harmony, 
such as cultural heritage, sense of place and memory and the 
complex set of social and symbolic relationships that give 
cities meaning. It argues that these intangible assets represent 
the “soul of the city” and are as important for harmonious 
urban development as tangible assets. 

Spatial Harmony

The Century of the City

The 21st century is the Century of the City. Half of 
the world’s population already lives in urban areas and by 
the middle of this century, most regions of the developing 
world will be predominantly urban. This report takes a fresh 
look at existing urban data and delivers a compelling and 



xi

comprehensive analysis of urbanization trends and the growth 
of cities in the last two decades. Using a wealth of significant 
and comparative data on cities, the report analyzes global and 
regional trends that reflect the pace and scale of urbanization 
in the developing world and the key drivers of urban growth 
in the world’s fastest growing cities. The purpose of this 
analysis is to explore the spatial nuances and implications of 
economic and social policies.

Urban growth rates are highest in the developing world, 
which absorbs an average of 5 million new urban residents 
every month and is responsible for 95 per cent of the world’s 
urban population growth. Urban growth is as a result of 
a combination of factors: geographical location, natural 
population growth, rural-to-urban migration, infrastructure 
development, national policies, corporate strategies, and 
other major political, social and economic forces, including 
globalization. In the 1990s, cities in the developing world 
grew at an average annual rate of 2.5 per cent. More than half 
of the urban areas in the developing world grew at the high 
annual rate of between 2 and 4 per cent or more during this 
period, while more than one-third grew at the moderate or 
slow rate of less than 2 per cent a year. Although urban growth 
rates are slowing down in most regions of the developing 
world, levels of urbanization are expected to rise, with the 
least urbanized regions of Asia and Africa transforming from 
largely rural societies to predominantly urban regions during 
the course of this century. By 2050, the urban population of 
the developing world will be 5.3 billion; Asia alone will host 
63 per cent of the world’s urban population, or 3.3 billion 
people, while Africa, with an urban population of 1.2 billion, 
will host nearly a quarter of the world’s urban population.

In sharp contrast, the urban population of the developed 
world, including countries of the Commonwealth of 
Independent States, is expected to remain largely unchanged, 
rising only slightly from just over 900 million in 2005 to 
1.1 billion in 2050. Many cities in this region are actually 
experiencing population loss, largely due to low rates of 
natural population increase and declining fertility rates. The 
phenomenon of declining populations is generally associated 
with the developed world; however, the phenomenon of 
shrinking urban populations can be observed in some cities 
in the developing world. There is, therefore, a need to 
combine new methods and techniques that respond to urban 
growth and expansion in some cities, while responding to 
the emerging trend of population and economic decline in 
others. Smart planning for growth should be combined with 
smart planning for contraction if more harmonious urban 
development is to be achieved.  

Urban change in the developing world does not always 
follow identical patterns or trends. Urbanization in Africa is 
characterized by disproportionately high concentrations of 
people and investments in the largest city (in most cases, the 
capital) and by very high annual slum growth rates of more 
than 4 per cent. Urbanization in the region, especially in sub-
Saharan Africa, is therefore characterized by urban primacy 
and slum formation.

In Asia, an emerging trend is that of metropolitan expansion, 
which is becoming a prominent feature of large cities. Urban 
populations are shifting or relocating to suburban locations 
or satellite towns linked to the main city through commuter 
networks. This phenomenon is particularly prevalent in large 
Indian cities, where ring towns or “bedroom communities” have 
formed around cities such as New Delhi and Mumbai. Urban 
growth patterns in China, on the other hand, have tended to 
produce “city regions” along the eastern coastal belt, which are 
responsible for much of the economic growth experienced by 
the country in recent years. In countries where urban primacy 
is still the rule, such as the Philippines and Indonesia, the trend 
has been to promote the growth of intermediate cities in order 
to direct migrants away from the largest city.

Urban development in Latin America and the Caribbean, 
the most urbanized region in the developing world, is also 
characterized by a high degree of urban primacy with one-fifth 
of the region’s urban residents living in cities with populations 
of 5 million or more. However, one of the most distinctive 
features of urbanization in the region is the rapid growth 
of small cities, which are home to nearly 40 per cent of the 
region’s urban population. Another distinctive characteristic 
of the region is that urban growth is often the result of people 
moving from one city to another, and not from rural areas to 
urban areas.

 
Central governments play a critical role in determining 
the prosperity and growth of cities

Geography clearly matters when explaining the economic 
dynamism and growth of cities and regions (location, 
comparative advantages, agglomeration factors, proximity 
etc.). For instance, cities located near the sea, along a river 
bank or in a delta have historically dominated, and continue 
to dominate, the urban landscape of countries and regions. 
Fourteen of the world’s 19 largest cities with populations of 
more than 10 million are located near a large water body that 
serves to link local economies to regional and global supply 
chains and trade.

However, geography alone does not determine which cities 
will grow or prosper. This report shows that the growth of 
cities is neither random nor entirely organic. National policies, 
corporate strategies and the comparative advantages that cities 
offer in global, regional and local markets to a large extent 
determine which cities will grow and thrive and which will 
decline in size or economic or political significance. National 
policies that include pro-urban approaches to economic 
development play a critical role in the growth of cities, as has 
been witnessed in China’s southern and eastern regions in 
recent years. 

In many cities, national economic policies and investments 
are mostly the result of government decisions and budget 
allocations. The State, in its various institutional forms, exerts 
a critical influence on determining which cities and regions 
will benefit most from public resources. Governments also 
promote and/or regulate private or public investments for 
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the construction of infrastructure and other investments 
that contribute to urban development. Central governments 
in many countries are concentrating more attention and 
resources on particular city-regions to redirect regional or 
national development. They are also using cities to connect 
to the global space of business and financial flows, while 
concurrently using such cities to propel social change in 
particular directions. 

In many countries, urban growth is initially driven by 
national governments, and then further propelled by local 
authorities and other actors, such as the private sector. This 
has led to cities competing with each other for resources and 
for inclusion in regional and national development plans and 
strategies. The growth of cities through local initiatives reflects 
a rising trend towards greater urban entrepreneurialism and 
more intense city competition. 

Balanced urban and regional development can be 
achieved through consistent and targeted investments in 
transport and communications infrastructure

Cities can no longer be treated as distinct spaces unconnected 
to the regions surrounding them. Linkages between rural and 
urban areas and between cities have created new opportunities 
that rely on connectivity to enable the flow of people and 
resources from one area to another. Investments in urban, 
inter-urban and rural-urban transport and communications 
infrastructure are, therefore, critical for balanced regional 
development and for enhancing the economic potential of 
cities and the regions surrounding them. 

Central governments play a pivotal role in allocating 
and mobilizing financial resources either to support urban 
economic development or to redress regional/territorial 
disparities. This report shows that targeted investments in 
transport and communications infrastructure, in particular, 
are the most significant drivers of urban growth and economic 
development in the developing world. 

A preliminary UN-HABITAT analysis of the fastest 
growing cities in the developing world shows that more than 
40 per cent benefitted from the diversification, expansion 
or improvement of regional or national transport systems, 
including roads, airports, urban and inter-urban railway lines 
and ports. Investment in transport and communications 
infrastructure not only increases the overall productivity of 
cities, nations and regions, it also promotes balanced urban 
and regional development. Policies to promote economic 
development, including designation of special economic 
zones or industrial hubs, are also playing an important role in 
the growth of cities, particularly in Asia.

Social Harmony 

Cities are becoming more unequal

In many cities, wealth and poverty coexist in close proximity: 
rich, well-serviced neighbourhoods and gated residential 

communities are often situated near dense inner-city or peri-
urban slum communities that lack even the most basic of 
services. This report presents a preliminary global analysis of 
income and/or consumption distribution at the urban and/or 
city level. It shows that income distribution varies considerably 
among less-developed regions with some regions, notably 
Africa and Latin America, exhibiting extremely high levels of 
urban inequality compared to Europe and Asia, where urban 
inequality levels are relatively low. 

Latin American and Caribbean cities are among the most 
unequal in the world, with Brazilian and Colombian cities 
topping the list, closely followed by some cities in Argentina, 
Chile, Ecuador, Guatemala and Mexico. Urban inequalities 
in this highly unequal region are not only increasing, but 
are becoming more entrenched, which suggests that failures 
in wealth distribution are largely the result of structural or 
systemic flaws.

In Africa, urban income inequalities are highest in 
Southern Africa, with South African and Namibian cities 
exhibiting levels of urban inequality that rival even those 
of Latin American cities. Cities in sub-Saharan Africa that 
have recently emerged from apartheid systems of governance 
tend to be the most unequal. South Africa stands out as a 
country that has yet to break out of an economic and political 
model that concentrates resources, although the adoption 
of redistributive strategies and policies in recent years have 
reduced inequalities slightly. Unfortunately, rising economic 
growth rates in several African countries have not reduced 
income or consumption disparities; on the contrary, urban 
inequalities in many African cities, including Maputo, 
Nairobi and Abidjan, remain high as wealth becomes more 
concentrated. In general, urban inequalities in African 
countries tend to be higher than rural inequalities, and 
Northern African cities tend to be more equal than sub-
Saharan African cities. 

Asian cities, on the other hand, tend to be more equal than 
cities in other parts of the developing world, although levels 
of urban inequality have risen or remain high in some cities, 
including Hong Kong and Ho Chi Minh City. High levels of 
urban inequality have also been reported in cities in Thailand 
and the Philippines. Cities in China tend to be more equal 
than other Asian cities, with Beijing being among the most 
equal city in the region, although some Chinese cities, such 
as Shenzhen, are experiencing relatively high inequality levels 
similar to those of Bangkok and Manila. China’s booming 
economy has also led to rural-urban and regional disparities, 
with populations living in cities located on the eastern part of 
the country enjoying significantly higher per capita incomes 
than rural populations living in remote western parts of the 
country. In Bangladesh, India, Pakistan and Indonesia, levels 
of urban inequality are generally low and are comparable 
to many cities in Europe, Canada and Australia. However, 
recent analyses suggest that India will experience rising levels 
of urban inequality in the future as a result of liberalization 
and industrialization policies coupled with lack of adequate 
investment in provision of public goods to the most vulnerable 
populations. 
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High levels of urban inequality are socially destabilizing 
and economically unsustainable

High levels of inequality in cities can lead to negative social, 
economic and political consequences that have a destabilizing 
impact on societies. Inequalities create social and political 
fractures within society that can develop into social unrest. 
This is particularly true in places experiencing both high 
levels of inequality and endemic poverty, which increase the 
risk of political tension and social divisions that can threaten 
national security and economic development. Social unrest 
and insecurity, in turn, reduce incentives for investment 
and force governments to increase the amount of public 
resources devoted to internal security – resources that might 
have otherwise been spent on more productive sectors of the 
economy or on social services and infrastructure.  

This report shows that the benefits of economic growth are 
not realized in societies experiencing extremely high levels of 
inequality and poverty. In fact, recent evidence shows that 
societies that have low levels of inequality are more effective 
in reducing poverty levels than those that are highly unequal. 
Economic growth benefits larger groups of people and is 
“absorbed” better by egalitarian societies than by those where 
disparities between the rich and the poor are very wide, 
as the former tend to concentrate the benefits of wealth 
creation, leaving the majority behind. Inequalities also have 
a dampening effect on economic efficiency as they raise the 
cost of redistribution and affect the allocation of resources for 
investment. 

A significant conclusion of this report is inequality is 
not a natural consequence of economic growth and that 
while the relationship between economic growth and urban 
income inequality is neither simple nor correlational, levels of 
inequality can be controlled or reduced by forward-looking 
mitigation efforts on the part of governments. UN-HABITAT 
analysis of urban inequalities in 28 developing countries 
indicates that since the 1980s nearly half of these countries 
managed to reduce levels of urban inequality while enjoying 
positive economic growth. Malaysia, for instance, has been 
steadily reducing levels of urban inequality since the early 
1970s through the implementation of pro-poor policies and 
through human resources and skills development.  Similarly, 
Indonesia’s “Growth, Stability and Equity” programme has 
ensured that income distribution and poverty alleviation are 
integral components of economic growth and development. 
Policies promoting equity in Rwanda have also ensured that 
the high economic growth rates that the country is currently 
experiencing do not increase inequality levels. These countries 
have shown that it is possible to grow economically without 
increasing inequality levels, and that reduction of inequalities 
is, in fact, a pro-growth strategy.

Focused and targeted investments and interventions can 
significantly improve the lives of slum dwellers

Slum dwellers in many of the world’s poorest cities 
experience multiple deprivations that are direct expressions 

of poverty: many of their houses are unfit for habitation and 
they often lack adequate food, education, health and basic 
services that the better-off take for granted. Frequently, their 
neighbourhoods are not recognized by local and central 
authorities. In many parts of the world, these “invisible”, 
unplanned parts of cities are growing faster than the more 
visible, planned parts. 

In some cities, slum dwellers constitute the majority of the 
urban population and slums are the most common type of 
human settlement, giving rise to what this report refers to 
as “slum cities”, while in others, slums are small pockets of 
deprivation physically isolated from the rest of the city. Slum 
prevalence is highest in sub-Saharan-Africa (62 per cent), 
followed by Southern Asia (43 per cent) and Eastern Asia (37 
per cent). Northern Africa has the lowest slum prevalence in 
the developing world (15 per cent). 

However, new UN-HABITAT data shows that not all 
slum dwellers suffer from the same degree or magnitude of 
deprivation, nor are all slums homogenous. In other words, 
not all slum dwellers around the world suffer the same fate: 
some are worse off than others. In general, however, the 
poorest regions of the world tend to host the largest slum 
populations that suffer from multiple shelter deprivations, 
including lack of access to improved water and sanitation, 
overcrowding, non-durable housing and insecure tenure. 
For instance, surveys conducted in Angola, the Democratic 
Republic of the Congo, Guinea Bissau, Sudan and Sierra 
Leone show that slum dwellers there are likely to experience 
a combination of shelter deprivations, whereas in countries 
such as Benin, Burkina Faso, Burundi, Cameroon, Gabon, 
Kenya, Ghana and Senegal, most slum dwellers tend to suffer 
from one or two shelter deprivations. The report also shows 
that woman-headed households suffer disproportionately 
from multiple shelter deprivations; in Haiti, for instance, 
nearly 60 per cent of woman-headed households suffer from 
three shelter deprivations, while in Kenya and Nicaragua, 
one-third of woman-headed households experience four 
shelter deprivations.  

The report also shows that slum dwellers across regions 
suffer from similar deprivations: slum dwellers in Colombia, 
Turkey and Zimbabwe, for instance, suffer mostly from 
overcrowding, whereas slum dwellers in Egypt and Mexico 
suffer most from lack of improved sanitation. In many cities, 
however, living in a non-slum area is no guarantee against 
poor living conditions. UN-HABITAT data shows that a slum 
resident in Cairo can be better-off than a non-slum dweller in 
Lagos, Luanda and many other cities in sub-Saharan Africa in 
terms of indicators such as health, education or environmental 
conditions. These differentiated levels of social inequality and 
exclusion can adversely affect cities and regions’ social and 
economic development.

By identifying the particular deprivation that is prevalent 
in slums, governments and local authorities can focus public 
resources for the improvement of slums more effectively. 
In the case of Benin, for instance, targeted investments in 
sanitation facilities in slums could easily elevate a quarter of 
the slum households to non-slum status. By disaggregating 
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the type and level of shelter deprivation in slums (i.e. severe 
or non-severe), policymakers can be in a better position to 
devise policy responses that are better focused and targeted.  
Furthermore, by categorizing slums according to the type 
or intensity of deprivation they experience, it is possible to 
better target interventions in cities and even within specific 
neighbourhoods. This information can be combined with 
other urban and slum indicators in order to make more 
informed decisions about how to improve the lives of slum 
dwellers and build cities that are more socially harmonious. 

Environmental Harmony

Cities provide an opportunity to mitigate or even reverse 
the impact of global climate change as they provide the
economies of scale that reduce per capita costs and 
demand for resources 

Cities that are not properly planned or managed can be a 
burden on natural resources and can easily threaten the quality 
of the air and water, thereby negatively impacting the natural 
and living environment. Because of their compact form and 
economies of scale, cities offer major opportunities to reduce 
energy demand and to minimize pressures on surrounding 
land and natural resources. Well-planned and well-regulated 
cities hold the key not only to minimizing environmental 
losses, but to generating creative solutions to enhance the 
quality of the environment and to mitigate the negative 
consequences of climate change.

However, if cities can harness the inherent advantages 
that urbanization provides, they can, in fact, be part of the 
solution to global environmental challenges, including the 
rise in greenhouse gas emissions brought about by fossil fuel 
consumption. Although cities and urban-based activities are 
usually blamed for the increase in greenhouse gas emissions 
globally, evidence suggests that these emissions are more 
related to consumption patterns and gross domestic product 
(GDP) per capita than they are to urbanization levels per se. 
For instance, the megacity of São Paulo in Brazil produces 
one-tenth the emissions of San Diego in the United States, 
even though the latter is one-quarter the size of the former. 

This report presents a first general account of how cities 
consume energy, disaggregating the information in three 
sectors: industry; residential and commercial buildings; and 
transport, taking into account the stage of development of 
countries and their income levels. Although per capita energy 
consumption tends to be higher in rich industrialized cities, 
there are significant variations between cities in different 
regions. For example, cities in Europe, which tend to be 
compact and which encourage use of public transport, use 
energy more efficiently than cities in North America, where 
urban sprawl, high-energy-consuming lifestyles and high 
dependence on motorized private transport is the norm. 

The findings further show that energy use differs between 
cities in the developed world and those in developing countries. 
Heating and lighting of residential and commercial buildings 
consume more than 50 per cent of energy in cities such as New 

York, London and Tokyo, while transport accounts for more 
than half of the energy consumed in Hong Kong, Bangkok, 
Cape Town and Mexico City.  In some Chinese cities, such as 
Beijing and Shanghai, industry is the main consumer of energy. 
Variations between regions and cities can also be found at the 
household level. The bulk of energy in low-income households 
in developing countries is used for cooking, whereas space 
heating and lighting use up the bulk of energy in households in 
high-income countries. For urban poor households the climb 
up the energy ladder – from biomass fuels to cleaner energy 
sources, such as electricity or natural gas – not only improves 
their quality of life, but also reduces greenhouse emissions.  
There is, therefore, a need to introduce new energy-efficient 
and environmentally-friendly technologies in low-income 
communities in order to reduce their environmental impact 
and lessen environmental hazards. 

Data on energy consumption at the city, sub-city and 
household levels is still scant, however, which calls for the 
need to set up a global monitoring mechanism to measure 
energy consumption in cities, their impact on greenhouse gas 
emissions and the mitigation and adaptation solutions that 
are being implemented. 

Evidence shows that compact and well-regulated cities 
with environmentally-friendly public transport systems 
have a positive environmental impact

Although the rich generally consume more energy than 
the poor, the report shows with convincing evidence that 
urban form and density and environmentally-friendly public 
transport systems strongly influence energy consumption 
at the city level and that some cities in developed countries 
now produce fewer carbon emissions per capita than cities in 
some less developed countries. Cities that are more compact, 
use more clean energy and are less dependant on motorized 
transport are not only more energy-efficient but contribute 
less to greenhouse gas emissions. 

A comparison of transport-related carbon emissions in 
various regions around the world shows that emissions are 
highest in North America and Australia. North American 
cities are suffering from urban sprawl and expansion and 
increased use of private motorized transport, which contribute 
to the exceptionally high levels of emissions in this region.  
Western Europe, on the other hand, produces approximately 
a quarter of the transport-related emissions of North 
America, a difference that can be explained by the tendency 
of European cities to promote the use of clean energy and the 
more prevalent use of public transport in the region. Increased 
use of environmentally-friendly public transport systems and 
halting of urban sprawl in cities can therefore substantially 
reduce emissions at the city level. 

Sea level rise could have a devastating impact on coastal 
cities

Global mean projections indicate that global warming 
could lead to a rise in sea levels in the coming decades. Sea 
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level rise brought about by climate change could have a 
devastating impact on coastal cities and urban populations. 
Globally, nearly 60 per cent of the world’s population living 
in low elevation coastal zones – the continuous area along 
coastlines that is less than 10 metres above sea level and which 
is most vulnerable to sea level rise – is urban. Some regions, 
such as Asia and Africa, are particularly vulnerable, as many 
coastal cities in these regions do not have the infrastructure to 
withstand extreme weather conditions. Parts of cities such as 
Dhaka in Bangladesh and Alexandria in Egypt could in effect 
be swept away as the infrastructure to withstand extreme 
flooding in these and other cities in the developing world is 
insufficient. Because the urban poor tend to live in hazardous 
locations, such as flood plains, they are particularly vulnerable 
in the event of sea level rise as their housing is often of a 
non-durable nature and their settlements often lack adequate 
drainage, embankments and other infrastructure. These cities 
need to urgently adopt mitigation and adaptation strategies in 
order to avert catastrophic consequences in the future. 

Planning for Harmonious Cities 

Cities are not just brick and mortar: they symbolize the 
dreams, aspirations and hopes of societies. The management 
of a city’s human, social, cultural and intellectual assets is, 
therefore, as important for harmonious urban development 
as is the management of a city’s physical assets. 

Urban planning has to go beyond being just a technical 
exercise to one that is cognizant of a city’s various tangible and 
intangible assets. Innovative approaches to urban planning 
have to also respond to the following emerging priorities 
and concerns: regional disparities; urban inequalities; and 
metropolitan expansion or the growth of “city regions”. This 
report presents some of the elements required to implement 
innovative planning solutions for sustainable and harmonious 
urban development with examples of cities that are making a 
difference. 

Commitment to pro-poor, inclusive urban development 

Pro-poor social programmes, inclusive governance structures 
and investment in public goods and services have gone a long 
way in reducing inequalities in many cities. Investments 
in infrastructure and basic services for the poorest or most 
vulnerable groups have not only drastically reduced urban 
poverty levels, but also bridged the urban income divide. 

This report presents the main conclusions of an analysis of 
the policies and interventions that cities are implementing to 
achieve more harmonious urban development. The analysis 
was conducted by UN-HABITAT and the Cities Alliance 
and covers approximately 52 cities in 21 countries. This study 
provides a better understanding of what drives city/country’s 
performance in reducing intra-city inequalities by upgrading 
slums and preventing their formation. The report shows that 
successful slum improvement or reduction initiatives share 
six attributes, and when governments harness all or some 
of them the possibility of success is higher. These attributes 

are: i) awareness and political commitment; ii) institutional 
innovation; iii) policy reforms and institutional strengthening; 
iv) effective policy implementation; v) setting up monitoring 
and evaluation mechanisms; and v) scaling up actions. 

Political commitment, especially by the top leadership, 
plays a critical role in reducing urban poverty and slum 
prevalence. Some of the most successful cities in this regard 
have benefitted from visionary mayors and political leaders 
who have radically transformed city landscapes by introducing 
reforms and strengthening institutions that enhance a city’s 
economic vitality and environmental sustainability while 
simultaneously reducing poverty levels and slum prevalence. 
Political commitment coupled with performance monitoring, 
either from the bottom up or from the top down, have shown 
to improve the quality of urban services in many cities, and 
made local authorities more accountable to citizens.

Governing in a city of cities 

The report advocates for the need to consider metropolitan 
and regional governance structures to respond to the growing 
demands and challenges of urban agglomerations that are 
expanding outside the traditional city limits. The “city of 
cities” or “city regions” should be able to respond to issues such 
as transport, crime, pollution, poverty and exclusion through 
effective metropolitan governance arrangements. These 
new structures of governance would address fundamental 
challenges, such as territorial isolation, fragmentation 
of technical and political interests, legal restrictions on 
municipalities to intervene beyond the politico-administrative 
jurisdictions, and different levels of functionality of the fiscal 
and administrative systems. 

Metropolitan governance arrangements affect the levels of 
harmony and disharmony in cities. Harmony can be enhanced 
through effective leadership, efficient financing, effective 
evaluation mechanisms and forms of citizen participation, 
and institutional reforms addressing multi-level and inter-
jurisdictional challenges to better govern metropolitan areas.

Competitive cooperation between cities that are part of the 
same urban agglomeration can help to overcome disharmonies 
related to spatial or territorial disparities and inequalities 
in the access to housing and basic services. They can also 
contribute to more balanced development between rich and 
poor municipalities and between the urban agglomeration 
and the hinterland.  Metropolitan governance structures that 
coordinate with other levels of government can also put in 
place mitigation and adaptation measures that can contribute 
to the improvement of the quality of the environment.

Effective metropolitan governance offers the potential for 
more harmonious urban development responding to the 
following fundamental concerns: i) spatial disparities, ensuring 
that government policies promote convergence of leading and 
lagging regions and cities, supporting further development in 
the former and dealing with asymmetric growth and regional 
disparities in the latter; ii) an increasingly divided urban 
society, ensuring that governments adopt pro-poor growth 
policies and reforms by designing interventions in those 
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sectors and areas in which poor people earn their living and 
where economic development faces distributional challenges; 
iii) increased environmental costs, ensuring that governments 
adopt policies to enhance energy efficiency related to the 
functionally of the city such as public transport and anti-
sprawl policies that improve the quality of the environment 
without impairing economic growth; iv) ensuring that 
governments adopt policies to protect intangible assets, such 
as cultural heritage, and create social spaces that contribute to 
“humanizing” cities. 

 
Coordination and collaboration between national, 
provincial and local authorities can achieve harmonious 
regional and urban development, provided they share a 
common vision and demonstrate sufficient political will

Improved coordination between the three levels of 
government – local, provincial and national – involves a 
change in the national and urban governance paradigm, in 
which central governments have the responsibility to put 
forward legislation, adopt social and economic policies and 
allocate budgets through a continuous dialogue with regional 
and local authorities in support of city growth. On their 
part, local authorities, working with regional authorities, 
need to develop clear visions and strategies that articulate 
short- and medium-term responses to enhance economic 
and social conditions in their cities. When local authorities 
set up good local governance structures for effective urban 
management and city development, and when they improve 
coordination with the other two levels of government, there 
are more chances to achieve harmonious regional and urban 
development.  Economic and social policies need to address 
the needs of both cities and the regions in which cities are 
located, including urban-rural interfaces. If this is not done, it 
is likely that regional disparities will continue to widen. 

Hong Kong  
©Xing Zhang

s
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SPATIAL HARMONYPart One

01
Cities and the regions surrounding them 
have a symbiotic relationship; as long as 
this relationship is understood and carefully 
nurtured, both will advance together. Part 1 
presents preliminary observations on the spatial 
identity of the world’s cities, going beyond the 
“one or two cities tell everything approach” that 
has dominated urban studies so far.  It shows 
with compelling evidence that the growth of 
cities is experiencing a dramatic bifurcation: 
while most cities in the developing world are 
growing, with some doubling in size every 15 
to 30 years, some cities are actually experiencing 
population loss. 

These changes are neither random nor 
organic; urban growth and decline are a 
result of a combination of factors, including 
geographical location, natural population 
growth, infrastructure development, national 
policies, corporate strategies and globalization. 
Understanding the determinants of the growth 
or decline of cities can help planners to support 
the processes that lead to harmonious urban 
development and to deal with some of the 
negative consequences of urban growth, such as 
asymmetrical regional development and rural-
urban disparities. 

Downtown Dhaka at night
©Manoocher Deghati/IRIN
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Geography matters

The evolution of cities is intimately linked to 
geography. Archaeological evidence shows that 
many of the oldest human settlements were 
located along the banks of mighty rivers and lakes, 

in deltas or along coastlines. Locations near water offered 
opportunities for fishing and agriculture, which helped 
ensure a steady food supply. Coastal cities and cities located 
in river deltas also served to link local economies to regional 
and global supply chains and trade; such cities have continued 
to provide vital economic links throughout time.

1.1
The Spatial Distribution 
of the World’s Cities 

Coastal areas have always been preferred locations for 
human settlements, both in ancient times and today. Cities 
located near the sea have an obvious advantage: they provide 
access to sea trade routes and links.1 Globally, coastal zones 
are the most urbanized ecosystems, with 65 per cent of their 
inhabitants residing in urban areas; Europe, North America, 
Oceania, and Latin America have the most urbanized coastal 
areas, with more than 80 per cent of the population along 
coastlines living in cities. 

s

Montevideo cityscape from port district
©Sonja Fagnan/iStockphoto
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Settling near large bodies of water has clearly been an 
important factor in the economic and demographic growth 
of cities. Inland water ecosystems, like coastal areas, also tend 
to be highly urbanized. Globally, 55 per cent of the world’s 
population residing in inland water ecosystems was urban 
in 2000. In Africa, slightly more than 50 per cent of the 
population residing along the shores of inland lakes and rivers 
was urban in 2000, while in Asia, the figure was 47 per cent.2 
(Figure 1.1.1)

While coastal zones tend to be the most urbanized ecosystems 
in all regions of the world, they do not support the largest 
share of urban populations in countries with coastlines; in all 
regions of the world, except Oceania, cultivated ecosystems – 
or agricultural land – support the largest urban populations. 
In China, for instance, more than 85 per cent of the urban 
land area and urban population is located in cultivated 
ecosystems; China’s coastal zone, however, represents just 2 
per cent of the total land area but is home to 23 per cent of 
the urban population of the country and 14 per cent of the 
total population. 3

Cities located near the sea, along a river bank or in a 
delta tend to be the largest cities in all regions of the world. 
Port cities, in particular, continue to dominate the urban 
landscape of countries and regions. Fourteen of the world’s 
19 largest cities are port cities located along a coastline or in a 
river delta. (Fig. 1.1.2) A similar pattern exists at the regional 
level. Fourteen of the 20 largest cities in both Africa and Latin 
America and the Caribbean are located on a coastline or along 
a river bank. In Asia, the dominance of port cities is even 
greater: 17 of the region’s 20 largest cities are either coastal, 
on a river bank or in a delta. In general, large cities – both 
coastal and inland – in the developing world tend to be larger 
and more dense than those in the developed world, as most 
cities with populations greater than 500,000 are located in 

low- or middle-income countries, with Asia having the largest 
number of cities with populations of 1 million or more.4

Rivers and delta regions have played an equally important 
role in the growth of Asian cities as coastlines; half of the largest 
cities in the region developed along important rivers that 
serve as gateways to coastal and inland areas. In the developed 
world (including Japan), 35 of the 40 largest cities are either 
coastal or situated along a river bank. In Europe, rivers have 
played a more important role in determining the growth and 
importance of a city than the sea; more than half of the 20 
largest cities in the region developed along river banks. These 
cities have played, and continue to play, an important role 
in the economy of the region. As the volume of sea trade has 
more than doubled in the last 30 years, and is likely to grow, 
port cities are likely to gain even more economic importance 
in the future.5 

Cities in other ecosystems are now growing faster around 
the world than cities in coastal zones. Globally, cities located 
in mountainous regions grew at almost the same rate as cities 
located in coastal zones (approximately 2.5 per cent a year) 
between 1995 and 2000. Although cultivated and dryland 
ecosystems supported the largest share of the total urban 
population of Africa between 1995 and 2000, the urban 
population in forested and mountainous areas grew the 
fastest during the same period. Urban growth in these areas, 
however, could have negative implications for the continent’s 
already fragile environment, and for climate change. In Asia, 
cities in both coastal and cultivated areas grew at the same rate 
(3 per cent a year), while in Latin America, cities in dryland, 
forest and inland water areas grew at the same rate (2.2 per 
cent a year) during this period. Projections suggest that in 
the next 15 years, cities in coastal, dryland, inland water, and 
mountainous ecosystems will grow steadily at an average rate 
of 2 per cent per year.6 

Figure 1.1.1: Urbanization levels (percentage urban) by ecosystem, 2000

Source: Balk et al., 2008.
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National economic and industrial policies 
make a difference

In the last two decades, some inland cities have taken 
advantage of the opening up of economies, the elimination 
of trade restrictions, and the reduction of tariff and transport 
costs to foster economic and population growth.7 Other inland 
cities have used their proximity to larger urban agglomerations 
to improve their transport and communication systems to 
become more competitive. Many small cities are developing 
urban-scale economies, enhancing their ability to manage 
urbanization with added commuting technology and basic 
services, and are improving the delivery of social services to 
attract people and capital. As a consequence, some cities are 
growing very rapidly, other less rapidly and some not at all; 
in fact, numerous cities are experiencing a decline in their 
populations and in their economies.

These changes are neither random nor entirely organic; the 
growth of cities is determined by a variety of factors, many of 
which have to do with national policies. Governments and 
private capital often determine which cities will grow and which 
will not by deciding on the location of key investments, such 
as roads, airports, universities, communications, or capital, 
which influence a range of economic activities that lead to 
population growth or in-migration.8 The city of Shenzhen in 
China, for instance, grew at the astounding annual rate of 

20 per cent during the 1990s after it was declared a Special 
Economic Zone by the Chinese authorities in the 1980s. As 
an industrial growth pole, the city is now one of the most 
important transport and industrial hubs in China, and a key 
driver of the country’s economy. 

When central authorities implement macroeconomic 
policies or adopt specific economic or industrial reforms, 
some areas benefit more than others. The economic reforms 
have a cumulative impact; they in turn, influence the 
spatial distribution of new investments and employment 
in specific regions.9 To some extent, the movement of rural 
populations to urban areas and movement of populations 
between different areas is linked to these spatial influences: 
people generally migrate to places where they think there 
are more opportunities, and the concentration of economic 
activity in cities is a major attractor for people from rural 
areas. However, rural-to-urban migration is becoming less 
prevalent in many regions as urban-to-urban migration and 
natural population growth gain momentum. Mobility from 
one city to another is becoming one of the predominant types 
of population movements in Latin America, where half of the 
people moving from one state to another originate from and 
end up in cities.10 

Figure 1.1.2: the world’s megacities, 2007 and 2025 

2007 2025

Population (Thousands) Population (Thousands)

1 Tokyo 35,676 1 Tokyo 36,400

2 Mexico City 19,028 2 Mumbai 26,385

3 New York-Newark 19,040 3 Delhi 22,498

4 São Paulo 18,845 4 Dhaka 22,015

5 Mumbai 18,978 5 São Paulo 21,428

6 Delhi 15,926 6 Mexico City 21,009

7 Shanghai 14,987 7 New York-Newark 20,628

8 Kolkata 14,787 8 Kolkata 20,560

9 Buenos Aires 12,795 9 Shanghai 19,412

10 Dhaka 13,485 10 Karachi 19,095

11 Los Angeles-Long Beach-Santa Ana 12,500 11 Kinshasa 16,762

12 Karachi 12,130 12 Lagos 15,796

13 Rio de Janeiro 11,748 13 Cairo 15,561

14 Osaka-Kobe 11,294 14 Manila 14,808

15 Cairo 11,893 15 Beijing 14,545

16 Beijing 11,106 16 Buenos Aires 13,768

17 Manila 11,100 17 Los Angeles-Long Beach-Santa Ana 13,672

18 Moscow 10,452 18 Rio de Janeiro 13,413

19 Istanbul 10,061 19 Jakarta 12,363

20 Istanbul 12,102

21 Guangzhou, Guangdong 11,835

22 Osaka-Kobe 11,368

23 Moscow 10,526

24 Lahore 10,512

25 Shenzhen 10,196

26 Chennai 10,129

Source: UN-HABITAT 2008
Data from UN Population Division, World Urbanization Prospects 2007. 
Figures for 2025 are projections.
Note: Population figures are for urban agglomeration, not city proper. 
Megacities are cities with populations of more than 10 million.         : New megacities

        : Cities located near a large water body (sea, river or delta)
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Reconciling geography and economy with policy

Geography and national economic policies alone do not 
determine which cities will grow and which will decline. In 
an increasingly globalizing world, countries and cities that 
take advantage of global, regional and local markets tend 
to thrive while those that are not part of this marketplace 
tend to decline in size and significance. The concentration 
of economic activities and population generates efficiency 
gains in certain regions and urban centres that benefit from 
international, national and local factors, while leaving other 
regions and cities behind. This has led to regional imbalances 
in the incidence of poverty, on the one hand, and also intra-
regional imbalances on the other. Whereas the top one-third 
of developing countries experienced a relatively large increase 
in the ratio of trade to Gross Domestic Product over the past 
twenty years, the remaining two-thirds of developing countries 
actually trade much less today than twenty years ago.11 

Spatial and regional disparities have become more visible 
and have increased in many countries, particularly over the 
last two decades.12 In Peru, the incidence of poverty in coastal 

Figure 1.1.3: Urban population (millions) by region, 2005 and 
2050

s

Pyramids along the River Nile: Many of the largest cities in the world have developed along river banks or deltas.
©Madanmohan Rao

Source: UN-HABITAT, Global Urban Observatory, 2008. 
Data from UN Population Division, World Urbanization Prospects, 2007 revision. 
Note: *Asia doesn’t include Japan. ** Oceania doesn’t include Australia and New Zealand.



8

ST
AT

E 
OF

 T
HE

 W
OR

LD
’S

 C
IT

IE
S 

20
08

/9

s

Dhaka: This megacity is expected to absorb an additional 9 million inhabitants in the next 15 years.
©Maciej Dakowicz

of income for a poor farmer, meaning that many children 
raised in rural areas cannot access a full education. Disparities 
at national and local levels have isolated entire areas and 
groups, and, in many cases, these inequalities are aligned to 
political and ethnic divisions. Regional rivalries and disputes 
have become major concerns of national policy makers, who 
understand that if sections of a country’s population cannot 
savour the sweetness of economic growth and prosperity, 
their discontent may eventually spark off social unrest or 
conflict. Policymakers are becoming increasingly aware that 
economic growth and prosperity that excludes large portions 
of a country’s population may not pave the way for peace and 
democratic institutions.

The Chinese authorities have acknowledged that “a most 
severe social crisis can erupt at the time when an economy 
reaches its most flourishing stage”.17  Official data corroborates 
this statement: incidents of social unrest, including strikes, 
demonstrations and riots, increased in China by nearly 
50 per cent in the period from 2003 to 2005.18 Voices of 
discontent are also being heard in other countries. In South 
Africa, for instance, the minister in charge of safety and 
security acknowledged that in 2005 alone, there were 881 
protests in slums, approximately five times the number of any 
comparable previous period; unofficial sources indicate that 
at least 50 of these protests turned violent.19  And in Kenya, 
many people believe that regional and intra-city disparities 

districts was 46 per cent in 1997, while for districts at an 
altitude greater than 3,500 meters above sea level it was 63.3 
per cent.13 In Mexico, the poorest areas are mainly in the 
indigenous and rural south, while the north has benefited 
from strong investments and economic integration with the 
United States and Canada.14 In China, large economic and 
social gaps exist between the mostly urban coastal areas and 
inland regions, with coastal areas growing five times as fast 
as inland areas. Income disparities between rural and urban 
areas in China are becoming more apparent and are rising. 
Urban per capita disposable income in 2003 was 3.23 times 
that of rural per capita net income, while urban per capita 
consumption was 3.6 times rural per capita consumption.15 

Concentration of economic activities does not automatically 
lead to population growth. In Thailand, from 1987 to 1996, 
the capital city of Bangkok accounted for more than 52 per 
cent of the rise in GDP, but only 11 per cent of the increase 
in population. In contrast, the northeast region, which 
accounted for only 11 per cent of the GDP, experienced a 32 
per cent increase in population.16 

Numerous examples point to an increase in spatial disparities 
and uneven regional development around the world. What is 
clear is that these asymmetries are reflected in economic, social 
and health indicators and in development opportunities. In 
many developing countries, the average cost of education in 
a full-time four-year university is equivalent to 30 or 40 years 
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and inequitable distribution of resources were the root causes 
of the ethnic tensions and violent conflicts that engulfed most 
of the country in January 2008.20

In Russia, India, Brazil, and most other developing and 
transition economies, the spatial dimension of inequalities 
has begun to attract considerable policy interest.21 Yet, despite 
new interest in policy concerns arising from spatial and 
regional disparities, the dynamics of urban change that lead 
to spatial disparities in an increasingly urbanized world are 
not well understood.  

Cities that are located near target markets and that have 
well-developed infrastructure (particularly transport and 
communications), are physically attractive or have a unique 
cultural identity are well-positioned to take advantage of 
regional or national development priorities and globalization. 
The success or failure of these cities and regions often depends 
on past or present national policies and historical events that 
have impacted them in different ways, however, in the vast 
majority of cases, natural geographical advantages play a more 
crucial role.23 

After the widespread application of sectoral and spatial 
regional strategies during the 1970 and 1980s, recent years 
have witnessed a progressive disenchantment with the 
implementation of regional planning strategies.24 Recent 
development has largely been based on economic growth 
strategies and different forms of medium- and long-term 
redistribution mechanisms – including targeting poor 
populations, enacting labour-intensive industrialization 
policies, enforcing employment generation policies, and the 
like – that do not have a clear spatial dimension. 

This report advocates for decision-makers at all levels 
to become more cognizant of the regional and spatial 
dimensions of economic and social policies and institutions. 
Understanding the dynamics of urban growth is critical to 
propelling further urban development and to dealing with 
asymmetric growth and regional disparities. Through the 
analysis of these spatial disparities, the report seeks to raise 
several policy-relevant issues. The report also highlights the 
real need for regional and national governments to integrate 
regional considerations when formulating economic and social 
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policies; otherwise, regional disparities and spatial inequalities 
may continue to grow. 

Governments need to pursue national objectives while 
implementing a policy of interregional equity. This means 
that they need to provide continuous support to economically 
dynamic cities and regions and, at the same time, create 
conditions to mitigate imbalances. These efforts hinge on 
governments’ ability to identify patterns of spatial organization 
of both economic activities and population that best combine 
environmental benefits with economic and social benefits.25 
By doing so, governments will reverse regional polarization 
and reduce spatial inequalities, thus creating conditions for 
more harmonious regional development. 

s

Car manufacturing: National industrial policies have an impact on city growth.
©Mypokcik/Shutterstock
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Methodology

This part of the report aims to provide a preliminary analysis of the spatial and demographic identity of the world’s cities, going beyond the 
“one or two cities tell everything” approach that has tended to dominate most urban studies so far. The chapters analyze population changes in 
2,695 cities with populations of more than 100,000 (1,408 cities from the developing countries and 1,287 from the developed countries) from 
1990 to 2000. This sample of cities represented nearly 53 per cent of the world’s urban population in 1990. Cities, towns and “urban villages” 
with populations under 100,000 were not included in the analysis because no global database systematically identifies smaller cities, although 
a rough estimate would suggest that they comprise some 40 per cent of the world’s urban population. The data used for this analysis is based 
primarily on statistics from the United Nations Demographic Yearbooks for various years between 1985 and 2004 (depending on the years for 
which data was available in each country), published by the United Nations Statistics Division. For the purposes of this analysis, most of the 
data is roughly for the period between 1990 and 2000. The results of the analysis differ from the UN Population Division’s World Urbanization 
Prospects series in two key areas: 1) The analysis is based on “city proper” populations (the single political jurisdiction that contains the city 
centre) rather than on the populations of urban agglomerations (the built up or densely populated area containing the city proper, suburbs and 
continuously settled commuter areas) or metropolitan areas (the set of formal local government areas that normally comprise the urban area as 
a whole and its primary commuter areas); and 2) the cities included in the sample include those with populations under 750,000 – small cities 
with populations of between 100,000 and 500,000 that are not included in the World Urbanization Prospects. Although, the analysis presented 
here does not cover all cities of the world, as data for many cities is either unavailable or outdated, it does point to general trends. The analysis 
was undertaken by UN-HABITAT’s Global Urban Observatory in 2007.

1.2
Urban Growth 
Patterns

s

Shanghai, China.
©Robert Churchill/iStockphoto
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The world is now half urban. Sometime in 2008, 
humankind achieved a momentous milestone: 
for the first time in history, half of the world’s 
population, or 3.3 billion people, lived in urban 

areas.1 
In some regions of the world, the urban transition occurred 

decades ago, in the 1950s and 1960s, if not earlier. More than 
70 per cent of the populations of Europe, North America 
and Latin America are already urban; Asia and Africa remain 
predominately rural, with 40 per cent and 38 per cent of their 
populations living in urban areas, respectively. However, if 
current trends continue, half of Africa’s population will be 
urban by 2050. In Asia, the urban transition will occur even 
earlier, owing to rapid urban growth rates in China, a country 
that is expected to be more than 70 per cent urban by 2050. 
Urban growth rates in India will be slower; by 2050, 55 per 
cent of its population, or 900 million people, will live in cities. 
Globally, urbanization levels will rise dramatically in the next 
40 years to 70 per cent by 2050.2

Altogether, small, intermediate and large cities from the 
global South and North grew at 1.83 per cent from 1990 to 
2000. This means that the world’s urban population will swell 
to almost 5 billion in 2030 and 6.4 billion by 2050. 

Every day, 193,107 new city dwellers are added to the 
world’s urban population, which translates to slightly more 
than two people every second. But not all regions are affected 
by this growth in the same way or on the same scale. In 

developed nations, the total increase in urban population per 
month is 500,000, compared to 5 million in the developing 
world. In terms of absolute numbers, the growth of cities in 
the developing world is ten times that of cities in the global 
North. Annually, cities in the developing world grew at a rate 
of 2.5 per cent in the 1990s, compared to an annual growth 
rate of 0.3 per cent in the developed world.3

While very high urban growth rates characterize urban 
change in the developing world, moderate growth and decline 
are the norm in developed nations. UN-HABITAT analyses 
show that 17 per cent of cities in the developing world 
experienced very high growth rates of 4 per cent or more, 
while 36 per cent experienced high growth rates of between 
2 to 4 per cent annually. In sharp contrast, nearly half of the 
cities in the developed world grew at a snail’s pace of less than 
1 per cent annually. In fact, a staggering 40 per cent of cities 
in the developed world experienced negative growth and 
suffered a population loss in the 1990s. 

Urban Change in Developed and
Transition Countries

The total urban population in the developed world is 
expected to remain largely unchanged in the next two decades, 
increasing from nearly 900 million people in 2005 to slightly 
more than one billion in 2030, and to nearly 1.1 billion by 

Map 1.2.1: CITIES THAT EXPERIENCED VERY HIGH OR NEGATIVE POPULATION GROWTH RATES BETWEEN 1990 AND 2000

N

Source: UN-HABITAT Global Urban Observatory
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2050 – growth resulting from in-migration of people from 
poorer countries, not natural population growth. On average, 
2.3 million people migrate into developed countries each 
year.4 This means that immigration – both legal and illegal 
– accounts for approximately one-third of the urban growth 
in the developed world. Without immigration, the urban 
population of the developed world would likely decline or 
remain the same in the coming decades. 

Low levels of natural population increase and declining 
fertility rates are prevailing trends in developed countries. 
Consequently populations are likely to shrink in dozens 
of rich nations, sometimes dramatically: projections show 
that Bulgaria’s population will fall by 35 per cent by 2050; 
Ukraine’s will plummet by 33 per cent, Russia’s will decline by 
25 per cent and Poland’s will reduce by 20 per cent. There will 
be 10 per cent fewer Germans and 7 per cent fewer Italians. 
The populations of 46 countries, including Germany, Italy, 
Japan, most of the former Soviet states, and several small 
island states, are expected to be smaller in 2050 than they 
are now.5 

These demographic trends are reflected at the city level, as 
well. In the last 30 years, more cities in the developed world 
shrank than grew. From 1990 to 2000, 4 cities out of 10 
in the developed regions experienced a population loss. In 
contrast, only 6 out of 100 cities experienced a rapid growth 
rate. In Europe – where the number of people aged 60 or 
older surpassed the number of children under the age of 15 a 
decade ago – 5 out of 10 cities experienced a decrease in their 
populations in the same decade and only 3 per cent grew at 
a rapid rate.

Considering that most countries in the developed world 
have already attained high levels of urbanization, and given 
their overall low levels of population growth, they are not 

expected to experience serious growth in the coming decades. 
It is also possible that the population decline observed in 
previous decades will continue.

Despite a certain level of homogeneity and predictability in 
the rates of urban growth in the developed world, a high degree 
of variation in city size and patterns of growth and decline 
exists among the different regions. For instance, Australia and 
New Zealand have no cities of more than 5 million inhabitants; 
in Australia, the largest cities have populations of between 1 
and 5 million. By far the largest proportion of Europe’s total 
urban population (almost 70 per cent) lives in small cities of 
fewer than 500,000 inhabitants; Europe is also the only region 
in the world that does not have any megacities – cities with 
populations of more than 10 million. In the United States, on 
the other hand, while 80 per cent of the country’s population 
is classified as living in a metropolitan area, one-third of this 
population lives in large cities with populations of 5 million 
or more.6 In some cases, the greater metropolitan area of a 
city consists of many small cities, the combined population of 
which is often larger than the population of the city proper. 
For instance, the population of the Las Vegas metropolitan 
area was 1.6 million in 2000, but only 478,000 people lived 
within the Las Vegas city limits. 

Patterns of population growth and decline of cities are 
largely influenced by the share of population distribution in 
the different sub-regions and countries. While a quarter of the 
cities in Australia and New Zealand grew at high growth rates 
of between 2 and 4 per cent in the 1990s, nearly half of the 
cities in Europe experienced a decline in their populations; 
the majority were small cities with populations of between 
100,000 and 500,000. In Japan, 25 per cent of cities decreased 
in size, while 65 per cent grew at the slow pace of less than 1 
per cent annually. In North America, the patterns of growth 

Source: UN-HABITAT Global Urban Observatory 2008. 
Note: UN-HABITAT calculations based on UN Demographic Yearbooks (various years between 1990 and 2003.)
Analysis based on a sample of 1,287 cities with populations of more than 100,000.

Figure 1.2.2: City growth and decline by city size in the developed world, 1990-2000

Small cities: cities with 100,000 to 500,000 inhabitants
Intermediate cities: cities with 500,000 to 1 million inhabitants
Big cities: cities with 1 million to 5 million inhabitants
Large cities: cities with 5 million or more inhabitants
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and decline are not so homogenous. While one-fifth of cities 
experienced a decline in population, a similar proportion 
grew at a high rate from 1990 to 2000; the fastest-growing 
cities were either small or intermediate cities.

European cities, in general, are not growing any more, 
including cities in the nations of the Commonwealth of 
Independent States.7 The population of urban centres with 
more than 100,000 inhabitants, taken together, remained 
stable during the years 1991 to 2001. Among the large cities 
with populations of more than 5 million, the proportion of 
inhabitants increased by 1.4 per cent, mainly because of the 
growth experienced by Moscow, the capital of the Russian 
Federation, which grew at the rate of 2.1 per cent annually. 
However, at present, the continent has none of the world’s 
100 fastest growing large cities with populations of more than 
1 million inhabitants. 

Large cities in Europe are not growing rapidly, owing in 
part to relatively low rates of natural population increase in 
countries, as well as more decentralized patterns of urban 
development.8  Larger cities and metropolitan conurbations 
in the United Kingdom, with the exception of London, are 
almost all declining in size.9 In Germany, Italy and Poland, 
more than half of the cities are decreasing in size. Among the 
big European urban centers with populations of between 1 
and 5 million, all experienced negative growth rates, with 
the exception of Baku – the largest port city and capital of 
Azerbaijan – which grew at the rate of approximately 3.5 per 
cent annually in the 1990s.

Increasing suburbanization may account for population 
decrease in some cities. The regions surrounding Stockholm, 
Helsinki, Sofia, Madrid, and inner London all saw their 
share of the national population increase by more than 5 
per cent between 1995 and 2004, while populations within 
the city limits decreased. The populations of Dublin, Berlin 
and Budapest also declined, but the populations of cities 
and regions surrounding them increased during the same 
period. Population movements between European cities can 
also be attributed to the relaxing of immigration restrictions 
in the European Union, which saw populations move from 
economically less attractive countries to more attractive 
ones.10 

Despite the fact that on average, the population of small 
European cities did not grow between 1990 and 2000, an 
analysis of individual cities shows that four small urban 
centers – York, United Kingdom; Ulyanovsk, Russia; Almere, 
the Netherlands; and Andizhan, Uzbekistan – experienced 
an annual growth rate of more than 5 per cent. Of the 
four, the city of York experienced the fastest annual growth 
rate in Europe (9 per cent) due largely to its successful 
economic transformation from a manufacturing centre into 
an information technology and biosciences hub. Ulyanovsk, 
a small but important industrial city in Russia, and Almere 
in the Netherlands both grew at the rate of 5.4 per cent a 
year. Andizhan, an administrative centre in Uzbekistan that is 
one of the main producers of cotton fibre and an agriculture 
and industrial development pole in the Eastern part of the 

s

A suburb in Madrid, Spain: Increasing suburbanization has led to population decrease in several European cities.
©iStockphoto
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country, recorded an annual growth rate of approximately 5 
per cent. Twenty-five other cities experienced a high growth 
rate of more than 2 per cent; 10 of them were located in the 
United Kingdom, 4 in the Netherlands, 4 in Russia, 3 in 
Sweden, and the rest in various other countries. 

North American cities grew the fastest among all cities in 
the developed world between 1990 and 2000, particularly 
cities in the United States, which grew an average of 1 
per cent. Small cities of 100,000 to 500,000 inhabitants 
experienced the highest growth – 1.3 per cent, on average, 
but as high as 5 per cent or more in some places – of all 
categories of cities in North America. At the metropolitan 
level, urban agglomerations with populations of 2 million to 
5 million in 2000 grew the fastest, up to 2 per cent per year. 
The largest and smallest metropolitan area size categories, 
those with populations of 5 million or more and those with 
populations of less than 250,000, each grew by about 1.1 per 
cent annually.11  

The highest urban growth rates were recorded in small 
cities, some of which grew at the rate of 5 per cent or more 
per year. In the United States, Las Vegas – the gambling and 
tourist resort in the state of Nevada – grew at an annual 
rate of 6.2 per cent, and the city of Plano on the outskirts 
of Dallas, Texas, saw growth rates of 5.5 per cent per year; 
both cities benefitted from migration from other parts of 
the United States. Another 37 U.S. cities expanded their 
population at rates of between 2 and 4 per cent annually, 
and a significant number of them were located in the west 
and south of the country12; two of these cities – Phoenix, 
Arizona, and San Antonio, Texas – were intermediate cities, 
with populations of 500,000 to 1 million. On the other hand, 
cities in rust belt regions such as Detroit, Michigan, Buffalo, 
New York, and Youngstown, Ohio, the economies of which 

were dependent on manufacturing, have suffered. They are 
enduring population loss, diminished local tax revenue, aging 
infrastructure, and middle-class flight.13

In Canada, small cities also registered the largest growth 
rates: Halifax, Nova Scotia, grew at a very high rate of 11.4 
per cent annually, owing primarily to the economic expansion 
generated by the city’s port. The city of Ottawa, the country’s 
capital, grew at a rate of 9 per cent per year, and Vaughan, 
the fastest growing municipality in Canada, nearly doubled 
in population since 1991 as part of the greater Toronto Area. 
An additional 7 urban areas observed a growth rate above 2 
per cent per year; among these, Hamilton, a port city in the 
province of Ontario, grew at the rate of 4.3 per cent annually 
in the 1990s, thanks in part to the endurance of competitive 
steel and heavy manufacturing industries and a successful shift 
in the last decade towards the service sector. Surrey also grew 
at the rate of 3.5 per cent annually during this period, mainly 
owing to the development of residential and commercial 
suburbs in an area traditionally supported by agriculture and 
sawmilling.  

At the metropolitan level, the city of Calgary experienced 
the strongest rate of growth by far; its population rose by 15.8 
per cent from 1996 to 2001 – from 710,000 people to nearly 1 
million. Calgary accounted for 47 per cent of the total growth 
of Alberta province in the western part of Canada. Edmonton, 
the capital city of Alberta province, registered the second-
highest growth rate in the country. The dynamism of these 
two metropolitan areas boosted Alberta province’s growth to 
more than three times that of the nation as a whole.14 

Several metropolitan areas in Canada are also experiencing 
what is known as “the doughnut effect” – a phenomenon in 
which the inner core of a city grows more slowly than the 
areas around it. For instance, the population of the core 

s

Las Vegas aerial view: North American cities are among the fastest growing cities in the developed world.
©Valerie Loiseleux/iStockphoto
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municipality of Saskatoon grew by 1.6 per cent, while that 
of the surrounding municipalities grew by 14.6 per cent from 
1996 to 2001.15 

Population decline is also a feature of Canadian cities, and 
is a reflection of the slow growth rate of the country’s total 
population. According to official data, one-third of all 2,607 
municipalities in Canada suffered from population loss in the 
two decades between 1981 and 2001.16  

In Australia and New Zealand, the pattern underlying 
urban growth or decline is not as evident as elsewhere in the 
developed world. Only one city out of 21 showed a decrease 
in its population. Yet, the overall trend in the two countries 
is slow urban growth, with nearly half of the cities growing at 
less than 1 per cent annually.

A large proportion of Australia’s population lives in state 
and territorial capitals (63 per cent), cities with relatively 
small populations compared to other capital cities of the 
world. Higher growth in the late 1980s than in the 1990s was 
a common pattern for most of the country’s state capitals.17 
Between 1986 and 1994, the fastest growing cities were 
Brisbane and Perth, with a total growth of 19 and 18 per cent, 
respectively. Between the years 1993 and 2003, three non-
capital cities – Gold Coast, Sunshine Coast and Townsville 
– experienced the fastest growth rates in the country, more 
than 4 per cent per year, mainly resulting from growth in 
tourism. As coastal cities continue to dominate the Australian 
urban system, another process at work is the consolidation of 
the major regional towns that grew at the expense of smaller 
towns in surrounding areas. Some 245 municipalities lost 
population, according to the 2001 census, and the process 
is projected to continue.18 Along with the loss of population 
in the small towns and rural areas, other urban regions, 
particularly mining and manufacturing areas, are experiencing 
population decline.19 

In New Zealand, cities in the Auckland metropolitan area 
all had above average growth rates compared to the rest of 

the nation: Manukau and Waitakere grew slightly more 
than 2 per cent per year, and the cities of North Shore and 
Auckland grew slightly less than 2 per cent annually from 
1991 to 2001. High population growth in the Auckland 
area – the commercial heart of the country – is reflected in 
various economic indicators: approximately 73 per cent of 
New Zealand’s imports and 40 per cent of its exports pass 
through Auckland’s ports, and 96 of the top 200 business 
are located in the region.20 On the other side of the spectrum 
are cities such as Dunedin, the main urban centre in the 
Otago region on the South Island, which experienced a 
population decline between 1996 and 2001, largely due to 
rising unemployment.21  

Urban Change in Developing Countries

In the last two decades, the urban population of the 
developing world has grown by an average of 3 million people 
per week. By the middle of the 21st century, the total urban 
population of the developing world will more than double, 
increasing from 2.3 billion in 2005 to 5.3 billion in 2050. 
By 2050, Asia will host 63 per cent of the global urban 
population, or 3.3 billion people; Africa will have an urban 
population of 1.2 billion, or nearly a quarter of the world’s 
urban population. Altogether, 95 per cent of the world’s 
urban population growth over the next four decades will be 
absorbed by cities in developing countries. 

Since 1950, 30 cities grew more than twenty fold and 
dozens of major cities, including Kuwait City in Kuwait and 
Tuxtla Gutierrez in Mexico have grown more than tenfold; 
some, including Abidjan in Côte d’Ivoire, have expanded 
their populations by more than twenty times in the last 50 
years. These changes reflect major shifts in economic activities 
and employment structures from agriculture to industry and 
services, and a diversification of the economy of developing 
countries.22 

s

Calgary business district: Many Canadian cities are experiencing population decline in their inner cores, while their suburbs are expanding in size and population.
©iStockphoto
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Although city growth is slowing down in most of the 
developing world, levels of urbanization within countries are 
expected to rise, with the least urbanized countries in Africa 
and Asia achieving an urban transition before 2050. On 
average, cities of the developing world grew at an estimated 
annual rate of 2.5 per cent from 1990 to 2000. At this rate, the 
developing world’s urban population will double in 29 years. 
Some cities are growing faster than others: the populations of 
218 cities, including Shanghai, Beijing, Riyadh, Addis Ababa, 
Nairobi, Lagos, and Khartoum, grew at a very high rate of 4 per 
cent or more in the 1990s. The exceptionally high population 
growth rates of some cities in the developing world imply that 
a city such as Dhaka, the capital of Bangladesh, will take just 
12 years to absorb an additional 8 million inhabitants, a feat 
that took New York City – the world’s largest metropolis in 
1950 – nearly 150 years.23 

Large cities in the developing world, with populations 
of more than 5 million people, on the other hand, did not 
experience such high growth rates in the 1990s; the average 
annual growth rate of large cities was 1.8 per cent, with the 
exception of those in China, which grew at the phenomenally 
high rate of approximately 4 per cent per year. (Figure 1.2.2) 
Much of the growth observed in Chinese cities such as Beijing 
and Shanghai between 1982 and 1998 can be attributed to 
the expansion of city borders to include populations that lived 
on the periphery.24 Chinese cities grew rapidly in the 1990s, 
and by 2005, 40 per cent of the country’s population was 
classified as urban.

Over the next 10 years, the urban population in many 
developing countries is expected to grow at an average annual 
rate of slightly more than 2 per cent, down from 3.8 per cent 
during the 1980s and 4 per cent during the 1950s and early 
1960s.25 This suggests an inverse relationship between levels 
of urbanization and urban growth rates.

Urban growth rates vary not only within regions and 
countries, but also among cities. Only a fraction of 1,408 
cities sampled (2 per cent) grew at more than 10 per cent 
annually from 1990 to 2000. More than one half of the cities 
grew at very high growth rate of more than 4 per cent a year 
or high growth rate of between 2 and 4 per cent a year. One 
third of the cities grew at the moderate rate of 1 to 2 per 
cent or slow rate of 0 to 1 per cent. Ten per cent of the cities 
experienced negative growth rates or declining populations. 

It may seem paradoxical that regions experiencing high 
urban growth also have cities with declining populations, but 
the growth of some cities and contraction of others signals the 
start of a new urban cycle in the developing world that may 
lead to closer alignment with trends in developed regions. 
Out of a sample of 1,408 cities in the developing world, 143 
experienced the collective loss of 13 million people from 1990 
to 2000. As in Europe and the rest of the developed world, 
the developing world may experience urban saturation levels, 
which could lead to slower growth rates.26 It is still too early, 
however, to know whether urban contraction will continue 
and become more pronounced, as the number of cities 
growing rapidly or moderately far outweighs the number of 
cities experiencing population decrease; the latter represent 
just 5 per cent of the total urban population of the developing 
world.  

The most interesting aspect of urban growth in the 
developing world is not one that has much to do with city size 
or growth rates, as is commonly believed – though both happen 
on a greater order of magnitude in the developing world than 
in the developed world. The real story is the absolute size of 
the increments of growth, especially in Asia and Africa, and 
the role that different cities play in this growth.27 The timing 
and scope of these changes vary considerably among less-
developed regions. 

Source: UN-HABITAT Global Urban Observatory, 2008. 
Note: UN-HABITAT calculations based on UN Statistics Division, Demographic Year books (1985 - 2004), various years, and UN Population Division, World Urbanization Prospects, 2005 revision.
Analysis based on a sample of 2,695 cities with populations of more than 100,000.

Figure 1.2.3: Annual growth rate of the world’s cities by region and city size, 1990-2000

Small cities: cities with 100,000 to 500,000 inhabitants
Intermediate cities: cities with 500,000 to 1 million inhabitants
Big cities: cities with 1 million to 5 million inhabitants
Large cities: cities with 5 million or more inhabitants
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Source: UN-HABITAT Global Urban Observatory, 2008. 
Note: UN-HABITAT calculations based on UN Demographic Yearbooks (various years between 1985 and 2004)
Analysis based on a sample of 1,408 cities with populations of more than 100,000.

Africa

The rate of change of the urban population in Africa is the 
highest in the world. Despite some signs that urban growth 
is slowing down, the potential for further urbanization is still 
huge: the region is in the early stages of its urban transition, 
with an estimated 38 per cent of its population classified as 
urban; urban growth rates in Africa are the highest in the 
world (3.3 per cent per year between 2000 and 2005) and are 
expected to remain relatively high; and fertility rates in 2007 
were still high (4.7 per cent) compared to the global average 

(2.5 per cent).28 The region is thus expected to sustain 
the highest rate of urban growth in the world for several 
decades, with underlying rates of natural increase playing an 
important role.29 (These city population statistics are based 
on estimates and projections in the absence of recent census 
data in some countries.)

The region’s most distinguishing urban characteristic is the 
presence of high concentrations of people and investments in 
the single largest city of its countries, in most cases, the capital. 

Figure 1.2.4: City growth and decline by city size in the developing world, 1990-2000

s

Downtown Nairobi: Urban primacy characterizes urban growth in most African countries.
©Peter Miller/iStockphoto

Small cities: cities with 100,000 to 500,000 inhabitants
Intermediate cities: cities with 500,000 to 1 million inhabitants
Big cities: cities with 1 million to 5 million inhabitants
Large cities: cities with 5 million or more inhabitants
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This phenomenon, known as “urban primacy”, characterizes 
urbanization in Africa today, as it did in Latin America and 
the Caribbean in past decades. By 1990, approximately half 
of the 54 countries in Africa concentrated more than 10 per 
cent of their urban populations in one single primate city.30 
More than half of Africa’s urban population lives in big cities 
with populations of between 1 and 5 million, compared to 
26 per cent in Latin America and the Caribbean and 38 per 
cent in Asia. Between 1990 and 2000, big cities in Africa, 
including Nairobi, Addis Ababa and Dakar, experienced the 
fastest annual growth rates among all cities of this size in the 
developing world, averaging 3.3 per cent, versus an average 
of 2.5 per cent for the developing world as a whole.31 Today, 
the region has 17 of the word’s 100 fastest growing cities with 
populations of more than 1 million.32 Concomitantly, Africa 
has a preponderance of smaller cities of fewer than 100,000 
inhabitants, meaning that for every big city there exists a 
multitude of small towns.  

In the 1990s, small African cities (with populations of 
between 100,000 and 500,000) recorded the fastest growth 
rates (4.16 per cent per year) of all cities in the developing 
world, followed by Asian small cities (3 per cent).33 

Urban growth in Africa is a consequence of many 
factors, including positive factors such as economic growth 
and negative events such as conflict and disaster. Forced 
movements of people provoked by drought, famine, ethnic 
conflicts, civil strife, and war have driven much of the urban 
growth in the region. Luanda and other important provincial 
centres of Angola experienced an influx of more than 2 million 
people in only two years (1992-1994) as a consequence of the 
armed conflict in that country.34 Civil conflict also drove the 
population of Khartoum, Sudan, up from 2.3 million in 1990 
to 3.9 million in 2000, and Monrovia, the capital of Liberia, 
grew from 535,000 inhabitants to 776,000 inhabitants in the 
same period. The population of the capital of the Democratic 
Republic of the Congo, Kinshasa, also grew from 3.6 million 

to 5 million from 1990 to 2000 for similar reasons. Other 
war-torn countries, such as Somalia, have also witnessed an 
increase in their urban populations for similar reasons.  

The HIV/AIDS epidemic has also impacted urban growth 
in various countries. In southern Africa, the sub-region with 
the highest prevalence of the disease, life expectancy has fallen 
from an estimated 62 years in 1990 to 49 years in 2005. As a 
consequence, the growth rate of the population in southern 
Africa has fallen, from 2.5 per cent annually in the period 
between 1990 and 2005 to 0.6 per cent annually from 2005 
to 2010; it is expected to continue declining in the foreseeable 
future.35 In Zambia, for instance, the population of the 
capital Lusaka has increased by only 0.7 per cent annually 
from 1990 to 2000, a trend that is prevalent throughout the 
country’s urban centres; the populations of the Zambian cities 
of Luanshya, Ndola and Mufulira have actually experienced 
a decline in population in recent years. How much of this 
decline is directly attributable to the HIV/AIDS pandemic 
is not clear, but the high prevalence of the disease in the 
country’s urban areas is significant enough to have made an 
impact on population growth rates. In fact, in Zambia, HIV 
prevalence among urban populations is twice that of rural 
populations – a trend that is common in many sub-Saharan 
African countries, including Tanzania and Burundi.36

Africa has been said to have urbanized in the absence of 
a stable economic basis to sustain its growth. Economic 
development has recently, however, shown encouraging 
progress around the continent, particularly in sub-Saharan 
Africa. Growth has been more resilient in sub-Saharan Africa 
than in most other parts of the world during the recent global 
economic downturns, with real gross domestic product (GDP) 
increasing by more than 3 per cent per year between 2001 and 
2003.37 Recent World Bank reports indicate that 16 countries 
in the region experienced economic growth rates of 4.5 per 
cent per year in the last decade and that economic growth 
in the region as a whole averaged 5.3 per cent in 2006.38 Yet, 

Figure 1.2.5: Distribution of urban population in the developing world by city size, 2000

Source: UN-HABITAT Global Urban Observatory, 2008. 
Note: UN-HABITAT Global Urban Observatory, 2008. Data from UN-Statistics Division, Demographic Yearbook (various years), UN Population Division, World Urbanization Prospects 2005.
Analysis based on a sample of 1,408 cities. Data for Asia includes China and India.
Data only includes cities with populations of 100,000 + inhabitants.
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these achievements are rather fragile, and economic growth 
in Africa remains below potential. Even growing at 3 per cent 
per year, it would take more than 50 years for countries in this 
region to reach the average income levels other developing 
nations have already achieved.  

Poverty lies at the heart of Africa’s problems. Most countries 
in sub-Saharan Africa are in the world’s lowest income 
category as measured by gross national income per capita per 
year (less than US $765).39 It is possible that regional and 
domestic turmoil, weak governance, inappropriate policies, 
rampant corruption, and insufficient pro-poor structural 
reforms will make it difficult to ensure steady growth with 
poverty reduction. Urbanization in Africa will continue to 
be strongly associated with slum formation, as indicated by 
urban growth trends: between 1990 and 2000, slum areas 
grew at a rate of 4.53 per cent, while overall urban growth 
rates were 4.58 per cent in the same time period.40 In this 
context of sharp contrasts between the haves and the have-
nots, where inequality in access to resources dominates urban 
development patterns, it is unlikely that cities in the region 
will develop harmoniously. This also means that much of the 
growth of populations in African cities will be associated with 
growth in the size of their slum populations.

      
Asia

Asia is urbanizing rapidly, with approximately 40 per cent 
of its inhabitants now living in urban areas. The region is 
expected to experience significantly high rates of urbanization 
over the next 20 years; projections indicate that one out of 
every two Asians will live in cities sometime before the year 
2025.  

Although the annual urban growth rate for Asia as a whole 
has been declining, from 3.8 per cent in the 1960s to 2.6 per 
cent today, the region will continue to host the largest urban 
population in the world in the coming years. Asia’s urban 
population increased from approximately 234 million in 1950, 
to 575 million in 1975, 1 billion in the early 1990s, and 1.5 
billion today.41 Of the 76 million persons added annually to 
the world population between 2000 and 2005, approximately 
46 million (60 per cent) were in Asia, with 8 million in China 
and 16 million in India alone.42 An additional 1.25 billion 
people will be added to the Asian population by 2030, 54 per 
cent of whom will live in urban areas.43 

Asia is such a vast heterogeneous region that it defies 
generalization: the continent is home to some of the world’s 
largest and richest economies and some of its poorest. Despite 
impressive reductions in family size and high prevalence of  
contraceptive use, progress in bringing down growth rates 
and fertility levels has been uneven.  

In both South and Central Asia, population growth rates 
remain high, at about 2 per cent per year.44 In East Asia as a 
whole, fertility levels appear to have dropped roughly to the 
replacement level (1.9 children per woman of child-bearing 
age), a breathtaking transformation in childbearing patterns in 
just four decades.45 In Western Asia, population growth rates 

s

Skyscraper in Shenzhen, China’s youngest and fastest growing metropolis
© Liugen Cheng/iStockphoto

remain high, at 4.1 children per woman.46 These demographic 
trends, however, only partially explain urban growth rates. In 
various East Asian countries (including China) population 
growth rates are declining, yet urban growth rates remain 
relatively high (2.5 per cent per year). In China alone, the 
average annual urban growth rate is even higher (2.7 per cent 
per year). Furthermore, many cities in China are growing 
at staggeringly high growth rates of more than 10 per cent 
per year, including Chongqing, Xiamen and Shenzhen. 
This can be attributed to a variety of factors, including the 
adoption of a pro-urban approach to economic development 
by the government of China, shifting from a state-directed 
process under a planned economy to a state-guided process 
within a market system; administrative reclassification of 
predominantly rural settlements as cities; and in-migration. 
Together, these processes have opened doors for city growth in 
the eastern coastal part of the country and have dramatically 
transformed the urban and regional landscape of the system 
of cities in the country.47 
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Patna, Pune, and Surat have maintained their fast pace of 
urban growth. 

The slowing down of growth in large cities in India could 
be explained by the “doughnut effect”, whereby the inner city 
grows at a slower pace than the surrounding metropolitan 
areas. For example, the growth rate of the city of Mumbai 
was 1.5 per cent annually from 1991 to 2001, but the brand 
new satellite city of Navi Mumbai grew at the rate of 6.9 per 
cent annually. A survey released in the year 2000 revealed that 
43 per cent of the families currently settled in Navi Mumbai 
migrated from Mumbai and that the percentage of migrants 
has most likely gone up since then because of improved mass 
transport links with the main city, as well as improvements in 
infrastructure.49 Similarly, while India’s capital city, New Delhi 
(not including the whole metropolitan area), experienced 
negative population growth (-0.2 per cent annually) between 
1991 and 2001, the neighbouring city of Noida grew at 
the rate of 5.8 per cent per year. Other ring towns forming 
part of the Delhi metropolitan region, such as Ghaziabad, 
Loni, Gurgaon, Bahadurgarh, and Faridabad, have also been 
experiencing high growth rates in the past two decades. This 

Metropolitan growth: a prominent feature of Asian cities 

The majority of the largest cities in the developing world 
are located in Asia. In 2000, the region contained 227 cities 
with 1 million or more residents and 21 cities with 5 million 
or more inhabitants. Of every 10 big or large cities from the 
global South, more than 7 are located in Asia. Moreover, of 
the 100 fastest growing cities with populations of more than 1 
million inhabitants in the world, 66 are in Asia. Among these 
fastest growing cities, 33 are Chinese. In fact, China hosts half 
of the urban population of the developing world that lives 
in big cities. The potential of urban growth of large Chinese 
cities is tremendous: on average, they grew at the rate of 3.9 
per cent each year from 1990 to 2000 – more than two times 
faster than the world’s average. 

In sharp contrast, India’s large cities are a surprising 
minority, representing only 10 per cent of all Asian cities of 
this size. Big Indian cities (those with populations of between 
1 and 5 million) are growing fast (at the rate of 2.5 per cent 
annually), however, since the 1980s, their pace of growth has 
slowed slightly.48 In fact, the six largest metropolitan areas in 
the country have shown a decline in their growth rates, while 
secondary metropolitan areas such as Indore, Kanpur, Jaipur, 

s

A housing complex in Delhi, India.
©Maciej Dakowicz
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indicates a growing trend among Indian metropolitan areas in 
which populations are moving to suburban locations or satellite 
towns as commuter networks improve. The development of 
second-tier metropolitan cities is a response to the improved 
economies of Indian cities and increasing congestion in the 
primary metropolitan areas.50

Countering metropolitan growth by unleashing the 
potential of intermediate cities 

A distinct characteristic of urbanization in Asia is that 
with varying degrees of success or failure – and quite often 
total failure or limited impact – intermediate cities (with 
populations of between 500,000 and 1 million) have been 
used as mechanisms of population redistribution and regional 
development to slow down metropolitan growth. Government 
officials often assumed that development of intermediate 
cities would stimulate rural economies by providing linkages 
between rural and urban areas and that they would increase 
rural employment and incomes as a way to provide economic 
opportunities to neglected or impoverished areas. The 
planning of intermediate cities has often served to promote 
spatial integration via a more dispersed population.

Although a relatively small share (18 per cent) of its population 
lives in intermediate-sized cities, India’s urbanization is being 
fueled by the growth of cities in the intermediate range. This 
is a distinctive pattern of urban growth in the country. A large 
share of India’s population lives in small cities – 39 per cent, 
compared to 12 per cent in China and 18 per cent in the rest 
of Asia. The country’s small cities may be experiencing a level 
of saturation, as their growth has begun to slow significantly. 
From 1991 to 2001, 41 per cent of India’s small cities 
experienced a moderate or slow growth rate, and 7 per cent 
experienced a decline in population. This pattern of slow or 
no growth in the 1990s may indicate that Indians from large 
and small cities are migrating to intermediate cities for better 
opportunities. These findings run counter the conventional 
assumption that all Indian cities are growing rapidly, a pattern 
that is noticeable in intermediate and big cities.  

In countries in which urban primacy is the rule, such as the 
Philippines, Thailand, the Republic of Korea, and Indonesia, 
the role of intermediate cities has been to gradually redirect 
the flow of migrants away from the primate city. In the 
more industrialized nations, such as the Republic of Korea, 
medium-sized cities are viewed as instruments for bringing 
about a more balanced distribution of population and the 
amelioration of income inequalities within and between sub-
national regions. In the less industrialized nations, such as 
Indonesia and the Philippines, intermediate cities have been 
perceived as a bridge, promoting the growth of rural industries 
based on the processing of farm products for export.51 

In sharp contrast, population growth in China is now 
taking place in the two extreme poles: small and large cities, 
which are experiencing the fastest annual growth rates in the 
country (3.47 per cent and 3.89 per cent, respectively). The 
country’s efforts to sustain the population growth of medium-
sized cities and to settle “floating populations” through the 

reform of the household registration (Hukou) system have not 
yielded the expected results.52  

Asia’s economic growth in the last two decades has been 
phenomenal. The region now constitutes one-third of the 
world’s economy. Its economic dynamism has contributed to 
the reduction of income poverty53 and also to the expansion 
of cities and towns. Of the 140 new big and large cities that 
emerged in the world after 1990, 111 were located in Asia. 
This trend is not consistent across the continent. On the one 
hand, the emerging economies of India and China are likely 
to represent 50 per cent of global GDP in the next decade. 
On the other hand, the region is also home to the majority of 
the world’s most impoverished people.54 In Southern Asia and 
Western Asia, urban growth over the last 15 years has been 
accompanied by a commensurate growth in slums. In both 
sub-regions, annual slum and urban growth rates are quite 
similar (2.2 and 2.9 per cent in Southern Asia, and 2.7 and 
2.96 per cent in Western Asia from 1990 to 2000).55 Disparities 
in Asia are not only between sub-regions and countries, 
but also among and within human settlements of growing 
economies. Some urban areas are expanding and have become 
economic powerhouses; other areas, often less dynamic cities 
or remote rural areas, are lagging behind.56 Even China – the 
GDP of which is growing at the dazzling rate of 9.5 per cent 
annually, and which accounts for 75 per cent of global poverty 
reduction – recognizes that “GDP growth does not necessarily 
indicate corresponding social development… and economic 
growth is achieved at the expense of social harmony”.57  While 
the balance between urban growth and social and economic 
development in various Asian countries seems elusive to 
achieve in the short- or mid-term, it is conceivable that policy 
change can usher in such harmony in the foreseeable future. 
Achieving harmonious cities depends largely on how well and 
how fast countries are able to achieve this balance.

Latin America and the Caribbean

Latin America and the Caribbean is the most urbanized 
region in the developing world, with 77 per cent of its 
population living in urban areas. The region will continue 
urbanizing over the next two decades, when the proportion 
of the urban population will reach 85 per cent. Urban growth 
in this region started in the early 1940s and reached its peak 
during the 1960s, at 4.6 per cent per year. Urban growth 
began to slow down in the 1980s, declining to 3.0 per cent 
per year, and reduced even further, to 1.7 per cent per year 
in 2005. Urban growth in the region took place despite 
economic instability, social and institutional crises and clear 
anti-urban policies.58  

The slowing of urban growth in Latin America and the 
Caribbean is concomitant with declining population growth 
rates, which have fallen consistently over the last three 
decades. Although countries in the region span all stages of 
the demographic transition,59 most of the region’s population 
is contracting; the mean number of children born to women 
has fallen from 6 to 3,60 average life expectancy is comparable 
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to that of North America, and infant mortality is the lowest 
among developing regions.  On the other hand, income and 
consumption inequalities in the region are the highest in the 
world, and there are expanding pockets of poverty in nearly 
every Latin American country.

Urban development in Latin America and the Caribbean 
has been characterized by a high degree of urban primacy, 
with a large proportion of the urban population residing in 
the largest cities. In 2000, one-fifth of the region’s total urban 
population lived in large cities of 5 million people or more, 
most of which were national capitals (compared with 18 per 
cent in Asia or 15 per cent in Africa). Moreover, among the 
14 most populated urban agglomerations in the world, four 
are located in this region (São Paulo, Mexico City, Buenos 
Aires, and Rio de Janeiro).  

While large cities are home to most of the population of the 
region, they are no longer growing rapidly. In fact, all of the 
large cities in Latin America and the Caribbean have shown 
a steady trend of slow growth, and projections indicate that 
by 2015 they will experience growth rates of less than 0.8 per 
cent annually. 

Perhaps one of the most distinctive features of urbanization 
in the region is the growth of small cities (with between 
100,000 and 500,000 inhabitants). Small cities not only 
experienced the fastest urban growth in the region (2.6 per cent 
per year), but also were home to nearly half of all new urban 
residents from 1990 to 2000. Small cities such as Barcelona in 
Venezuela and Itaquaquecetuba in Brazil experienced growth 
rates in excess of 10 per cent per year in the 1990s. Today, 
small cities are home to a greater proportion of the population 
of Latin America and the Caribbean than any other region in 
the developing world (39 per cent, compared to 18 per cent 
in Asia and 16 per cent in Africa).  

The progressive reduction of the share of the population 
living in Latin America’s primate cities is likely an outgrowth 
of the expansion of small urban centres and the relative growth 
of big cities. Indeed, even if big cities (with populations of 
between 1 and 5 million) are not growing as fast as in previous 
years, when rates of more than 4 per cent per year were 
common, they are still experiencing significant growth, with 
more than 40 per cent growing at a rate of 2 to 4 per cent per 
year. Many big cities are playing active roles as core urban 
centres, promoting socio-economic development through 
the accumulation of population and technology, economies 
of scale and improved infrastructure. Small cities, in turn, 
are diversifying the urban system in the region, growing as 
an alternative to the social and environmental consequences 
of excessive concentration and physical congestion of 
primate cities, and offering new opportunities for economic 
development.  

The growth and concentration of populations in small and 
big cities, and population decline in large agglomerations, 
has generated self-limiting mechanisms of urban growth in 
the region as it has transitioned away from urban primacy. 
These self-limiting mechanisms may have been induced by 
decentralization policies, regional planning programmes, 
industrial delocalization strategies, and governmental actions 
channeling investments to specific regions and cities. The 
consensus among scholars, however, is that regional planning 
efforts in Latin America and the Caribbean region have not 
been a great success. With the exception of a few countries 
and programmes – Mexico’s deconcentration of its system of 
cities; the “Marcha hacia el Este” in Paraguay and Bolivia that 
reoriented migratory flows towards Santa Cruz and Ciudad del 
Este; and Cuba’s decentralization policies that reduced growth 
in the capital, Havana – government interventions have not 
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Teenagers playing street soccer in Mexico City: A large proportion of the urban population in Latin America resides in large cities.
©Milan Klusacek/iStockphoto
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Notes

managed to reorient growth to secondary cities. Governments 
and programmes have also not succeeded, for the most part, 
in stimulating growth in poor regions, or helping the poor, 
even in regions in which economic growth has occurred. 

In Latin America and the Caribbean, per capita GDP grew 
on average by 1.1 per cent per year in the 1990s and by a 
mere 0.7 per cent per year in the four years from 2000 to 
2004. Since the beginning of the 21st century, poverty levels 
in absolute terms have increased, particularly in urban areas, 
revealing a lack of improvement in the living conditions 
of the population at large.61 Clearly, the region’s economic 

growth and social development have not happened as 
expected, at least in the last 10 years. Slum growth and slum 
prevalence declined in some countries in the late 1980s and 
1990s, when the process of re-democratization resulted in the 
adoption of progressive policies aimed at promoting more 
inclusive governance and reducing inequalities. However, 
one consistent factor in the region’s tumultuous economic 
and political history is the persistence of mass poverty in the 
face of enormous wealth. The region continues to have the 
greatest income inequality in the world,62 which hampers its 
potential to achieve harmonious urban development. 
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Urban growth is a result of a combination of 
factors: geographical location, natural population 
growth, rural-to-urban migration, infrastructure 
development, government policies, corporate 

strategies, and other major political and economic forces, 
including globalization.1 In some regions, such as Latin 
America, urban growth is, in fact, largely a result of urban-
to-urban migration. And in many Asian countries, including 
China, national economic policies often play a significant 
role in determining which cities will grow in size and 
importance.

Demographic factors

Contrary to common perception, migration from rural to 
urban areas is no longer the dominant determinant of urban 
growth in developing countries. In demographic terms, the 
main cause of urban growth in most countries is natural 
increase – when births in cities outpace deaths. United Nations 
estimates indicate that natural increase accounts for some 60 
per cent of urban growth.2 Several demographic dynamics 
interact in most cities to influence growth or contraction. In 
Iran, for instance, the population of urban areas has increased 
over the past five decades as a result of both high natural 
population growth rates and rapid rural-urban migration. 
In contrast, cities in the State of Kerala in India experienced 
a decline in population over the past 50 years, as Keralites 
migrated to other states and literacy rates among women 
increased, impacting fertility rates.3 In Cuba, the country with 
the lowest birth rate in Latin America and the Caribbean, 
urban growth has leveled off as the population has aged. A 
country’s demographic patterns are, therefore, an important 
determinant of urban growth. Yet, countries with similar 
demographic patterns may experience different patterns of 
urban change, with some cities growing faster than others.  

Demographic determinants that account for the remaining 
40 per cent of urban growth are migration, both intra-national 
(rural to urban and urban to urban) and international, and 
the transformation of rural settlements into urban places, 
a process known as “reclassification”. Overall, for every 60 
million new urban dwellers added every year to the cities of 
the global South, approximately 36 million are born there, 

12 million migrate in and the remaining 12 million become 
urban residents by virtue of the reclassification of their rural 
lands to urban areas. 

These demographic factors are influenced by a country’s 
stage of development and its level of urbanization. In countries 
with low levels of urbanization, migration is often the primary 
engine driving city growth, as is the case in various countries 
in Africa and Asia. For instance, the net migration rate into 
Ho Chi Minh City in Viet Nam was twice that of the natural 
increase rate between 1999 and 2004.4 Studies have also 
shown that more than 60 per cent of population increase in 
Dhaka, Bangladesh, is due to in-migration.5 But even in such 
a case, immigration is driven by industrial policies that centre 
development in the capital city.

As the urban base grows, the patterns reverse, with natural 
increase becoming responsible for a higher proportion of urban 
growth.6 For instance, in Latin America and the Caribbean, 
where almost 80 per cent of the population lives in cities, 
natural growth accounted for more than 60 per cent of urban 
growth in 2005, despite steep declines in fertility rates, while 
migration accounted for less than 20 per cent of urban growth 
that year. In countries with youthful populations, natural 
increase is a big contributor to urban growth. In India, for 
instance, where 35 per cent of the population is under 15 
years old, natural increase accounted for 56 per cent of urban 
growth in 2001, while net migration accounted for 23 per 
cent.7  

In contrast, in China, where two-fifths of the population 
is urban and fertility rates are extremely low (an outcome 
of the one-child policy),8 rural-to-urban migration was the 
main cause of population growth, accounting for 55 per cent 
of growth in 1990, while natural increase accounted for only 
23 per cent of growth. In Shanghai – and possibly in other 
major Chinese cities – natural increase has played a limited 
role in urban growth since then. Of the 16.4 million people 
counted in the 2000 population census for Shanghai, 5.5 
million were migrants.9 

In many countries, the largest movements of population are 
taking place between cities and not from rural to urban areas. 
In Latin America and the Caribbean, half of all migrations 
originate and end in cities.10 In São Paulo, for instance, one-
third of all urban growth can be attributed to urban-to- urban 

1.3
Which Cities are Growing 
and Why
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The domestic economy of Bangladesh is characterized 
largely by low technology endowments and dominance 
in trade and services in the absence of significant natu-
ral resource assets. Problems of low economic growth, 
low savings and investments, mounting foreign debts 
and fiscal and current account deficits and rising infla-
tion characterize the microeconomic climate. The coun-
try’s traditional dependence on agriculture and its low 
level of industrial development due to lack of human re-
sources and scientific and technological infrastructure 
has meant that most of the economy has relied on the 
agricultural sector for job creation.

The inability of the low-tech, low-output agriculture 
sector to cater to this led to the adoption of liberal eco-
nomic policies in an effort to alleviate poverty, and an 
increased emphasis on labour-intensive manufacturing 
industries and agro-based industrial production. The 
Industrial Development Policy of 1999 has been the 
most consequential economic policy in the country that 
promotes export-oriented industrialization and led to 
growth in three sectors: ready-made garments; food 
processing and pharmaceutical production.

Employment in the garments sector, which concentrat-
ed in and around the capital city Dhaka, was preferred 
by women who either worked in the informal sector, or 
who had to deal with the vagaries of agricultural pro-
duction as a result of extreme weather. Employment of 
women and men in this sector and others has been the 
main driving force for the massive rural-to-urban migra-
tion witnessed in Bangladesh in the last two decades. 
However, lack of appropriate city planning, redistribu-
tive mechanisms and protective labour laws have in-
creased the vulnerability of the poorest groups in the 
city and led to increasing social divisions.

Sources: Hossain & Karunarathne 2004; Gehl Sampath 2007; UNCTAD 2007; UNIDO 2007.

Economic policies and migration: The case of Dhaka

Figure 1.3.1: NET MIGRATION RATE AND NATURAL GROWTH RATE IN SHANGHAI, 1995 - 2006

Source: Data from Shanghai Municipal Statistics Bureau, Shanghai Statistical Yearbook 2007. 
Note: Net migration rate = in-migration rate minus out-migration rate.
Natural growth rate = birth rate minus death rate.

s

A labourer in Dhaka: Urban growth in Bangladesh is driven by labour-intensive manufacturing industries that 
have intensified rural-to-urban migration.
©IRIN
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Rwanda, is the only primate city that experienced soaring 
annual population growth of 8.6 per cent from 2000 to 2005. 
Even if the growth of primate cities in Africa is slowing down, 
in general, most African countries are still dominated by a 
single city rather than a network of cities. 

Asian primate cities are growing at the same pace as the 
developing world average (3.11 per cent per year), which is 
extremely high, considering that the average growth rate of 
Asian cities is 2.5 per cent annually. Cities such as Phonon 
Penh, Kathmandu, Dubai, Sana’a, and Dhaka grew at an 
annual rate of more than 4 per cent between 1990 and 2000. 
Dhaka, the capital of Bangladesh, is the fastest growing 
megacity in the world, with an annual growth rate of 4.4 per 
cent per year. In Latin America and the Caribbean, only two 
primate cities grew at a rate higher than 4 per cent: Port-au-
Prince in Haiti and Asuncion in Paraguay. The overwhelming 
concentration of the population in one or two urban centres 
was a trend in this region from 1960 to 1980, but since then, 
the urban landscape has diversified.

In the second stage of the urban transition, as countries 
move from low to intermediate levels of development, the 
role of primate cities diminishes, or in some cases, starts to 
decline. Small and intermediate cities that were somehow 
overshadowed by the dynamism of the primate city start to 
emerge, diversifying the system of cities and reducing the 
attractiveness of the capital or primate city. This process 
can accelerate when new development priorities emerge, 
decentralization policies are put into practice, infrastructure 
is expanded to different regions, or different forms of 
globalization come into view in specific locations. The 
process can also be hastened by problems of governance or 
when primate cities generate significant negative externalities, 
such as high costs of living, transport and pollution problems, 
increased crime, and the like.

migrations. Urban-to-urban migration is also becoming more 
common in African cities. In South Africa, approximately 3 
million urban residents have migrated from one district or 
metropolitan municipality to another in the last five years.11 

Urban primacy 

A common historic pattern observed in virtually all 
developing countries is urban primacy: the concentration of a 
significant proportion of the national urban population, and 
the control of flows of capital, financial transactions, industrial 
production, national revenue, and other similar indicators 
in one city. This typically happens at the early stages of a 
country’s development. Cities such as Mogadishu in Somalia, 
Lomé in Togo, Phnom Penh in Cambodia, Ulaanbaatar in 
Mongolia, Kuwait City in Kuwait, Port-au-Prince in Haiti, 
Panama City in Panama, and San Juan in Puerto Rico were 
home to more than half of the total urban population of their 
respective countries in 2005. Other cities such as Dakar in 
Senegal, Ouagadougou in Burkina Faso, Kampala in Uganda, 
Tel-Aviv in Israel, Santiago in Chile, San José in Costa Rica 
and Montevideo in Uruguay hosted more than 40 per cent 
of their respective national urban populations in 2005. The 
demographic dominance of primate cities frequently results in 
economic, social, and political dominance over all other cities 
within an urban system. This was the case until recently in 
many Latin America and Caribbean cities that concentrated 
people, resources and investments.

Urban primacy is the norm in most developing countries 
that are in the early stages of the urban transition. But urban 
primacy is also bad for business – it distorts the economy, 
creates imbalances in the distribution of populations and 
resources and gives rise to different forms of socio-economic 
disarticulation.12 All this, in turn, generates regional 
asymmetries in development and weak political integration, 
both of which place structural constraints on harmonious 
development.  

However, from a more pragmatic viewpoint, based on 
historic evidence of urbanization patterns, it seems that the 
growth of primate cities has been a function of development 
that helped nations concentrate and maximize their limited 
financial and human resources more efficiently until a time 
when resources and growth allowed deconcentration and 
regional spread.13 Primate cities, therefore, played – and 
are still playing – an important role as engines of national 
and regional economic development, institutional building, 
cultural progress and, in some countries, political integration 
by creating national centres of governance. This explains 
why in most countries primate cities are capital cities or state 
capitals. 

Primate cities14 altogether grew at the average rate of 3.11 
per cent per year from 1990 to 2000, compared to an average 
of 2.5 per cent for all types of cities. The highest growth 
rates were recorded in African primate cities (3.65 per cent 
per year), including in Nairobi, Kenya; Niamey, Niger; Dar 
es Salaam, Tanzania; and Lomé, Togo, all of which grew at 
an annual rate of 4 per cent or more. Kigali, the capital of 

s

A street in Cairo: Investments in information technology have boosted urban growth in 
several cities.
©Madanmohan Rao
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UN-HABITAT analysis of 245 cities that are ex-
periencing the fastest growth in the developing 
world shows very clearly that spatial influences 
of macroeconomic and industrial policies and 
related investments (or economic development), 
are the main drivers of city growth in 78 per cent 
of the cities analyzed. Investments in transport 
infrastructure (roads, ports, airports) were by 
and large the most important contributor to city 
growth. Forty per cent of the cities analyzed ex-
perienced high growth rates as a direct result of  
the diversification, expansion or improvement of 
regional or urban transport infrastructure. The 
designation of regions or cities as special eco-
nomic zones contributed to the rapid growth of 
one-fifth of these cities.  The development of in-
formation and services-related sectors, such as 
banking and financial systems, including different 
forms of trade, was the third most important con-
tributor to city growth, representing 16 per cent 
of the cities. 

In a large number of these cities, economic poli-
cies and investments are mostly the result of na-
tional government decisions and allocations. The 
State, in its various institutional forms, exerts a 
critical influence in the growth of these cities.  For 
instance, decisions to designate cities or regions 
as free trade areas or special economic zones are 
made at the central government level; likewise, 
the mobilization and allocation of huge public (and 
often private) investments for the construction of 
transport and communication infrastructure and 
the improvement of these services is usually a 
central government responsibility. This suggests 
that urban growth in many countries is initially 
driven by national governments, and then further 
propelled by local authorities and the private sec-
tor.  In this scenario, central governments quite 
often determine which cities will benefit from in-
vestments and macroeconomic decisions.

National governments in a number of countries, 
including Thailand, the Philippines, South Korea, 
Mexico and Brazil, are concentrating more at-
tention and resources on particular city-regions. 
Others, like Malaysia and China, are using cities 
to connect the nation to the global space of busi-
ness flows, while concurrently using such cities 
to propel social change in particular directions. 
It is clear that the growth of the fastest cities in 
the developing world cannot be adequately un-
derstood without an examination of the matrices 
of state territorial organization within and through 
which it occurs.

This does not mean that local authorities are not 

How governments are propelling urban growth

Analysis by UN-HABITAT Global Urban Observatory 2008. Data and other information on the 245 fastest growing cities derived from various sources, including Wai-Chung et al. 2004, 
South African Cities Network 2006 and Harvey 1989.

playing an important role in economic and urban 
growth. Local authorities, in conjunction with po-
litical and economic local and regional elites, are 
transforming their cities into dynamic economic 
areas oriented towards global, regional and lo-
cal growth sectors. Cities such as Salem, Pim-
pri, Chinchawad and Pune in India, Guadalajara 
and Ensenada in Mexico, Maracay in Venezuela, 
Cuenca in Ecuador and Zambaoanga in the Philip-
pines, to name just a few cities, are all growing 
at the annual rate of 3 per cent or more by adopt-
ing pro-growth strategies through place market-
ing and promotion, focusing on high-potential 
economic sectors. Major urban centres in South 
Africa have also adopted different forms of eco-
nomic development strategies as part of integrat-
ed development plans, which were implemented 
through local economic development units. As a 
consequence of this, economic growth in these 
cities was higher than population growth by 
slightly more than 1 percentage point over the 
1996-2001 period.

The growth of cities through local initiatives re-
flects a rising trend towards greater urban entre-
preneurialism and more intense city competition. 
However, many cities in the developing world, 
particularly in the small and intermediate ranks, 
do not have adequate financial and human re-
sources to conceive and implement medium- and 
long-term development strategies. These cities, 
and many other large agglomerations, often com-
pete with each other to gain recognition as impor-
tant urban centres and to be included in regional 
and national development plans and strategies, 
which gives them the authority to be considered 
in the allocation of budgets and to be part of stra-
tegic alliances that combine private and public 
resources etc.

This articulation of local initiatives with central 
government economic and political decisions is 
bringing about changes in the governance para-
digm in which the private sector is also involved 
in specific plans and funding. At the national or 
regional level, the central government decides 
on macroeconomic policies with clear spatial 
implications, implements institutional reforms 
and mobilizes huge domestic resources to sup-
port infrastructure and communication develop-
ment. On their part local authorities design local 
development strategies or refashion their policies, 
programmes and projects in order to link up with 
wider initiatives that mobilize public and private 
investments at a larger scale.

However, while developing countries are using 
macro and microeconomic policies to jump-start 
economic development, they often lack the regu-
latory competence and strategic focus to enact 
policies for infrastructure and other public goods 
to promote regional balance. Moreover, there is a 
lack of policies and institutions that focus on more 
equitable distribution of the gains of economic de-
velopment, not only between regions or cities, but 
within cities. Cities in countries that do relatively 
well to balance their needs and create spheres 
of harmony not only have strategic industrial and 
innovation policies that cater to the need for bet-
ter infrastructure to achieve economies of scale; 
they also have the institutional mechanisms that 
distribute the gains of economic growth more 
evenly.  Often, developing countries’ focus on 
economic development is not accompanied by 
concomitant policies to improve the quality of ru-
ral life. This leads to a widening rural-urban divide 
in employment, schooling and medical services, 
among others, which fuels further migration to 
cities, and worsens the divide.

s

Crowd of people crossing the street at a busy intersection in Central District, Hong Kong
©Christine Gonsalves/iStockphoto
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Cities in the developing world that are not primate cities 
showed quite diverse patterns of urban change from 1990 to 
2000. While some grew very fast, at the annual rate of 10 per 
cent or more, the vast majority experienced an annual growth 
rate of between 2 and 4 per cent, and a considerable number 
grew at a moderate pace, while a relatively small number 
experienced population decline. This differentiated level of 
urban growth can be explained by the particular attributes 
that a city may have had in the past or that it has developed 
more recently: Cuautla in Mexico grew from a small market 
town to a city of more than 120,000 inhabitants because of 
tourism; Chungju in South Korea doubled in size with the 
establishment of the National University of Industry; the 
small city of Annaba in Algeria increased its population by 
more than 130,000 inhabitants as a result of the improvement 
of transport infrastructure; Cochabamba in Bolivia grew from 
282,000 to 404,000 inhabitants between 1982 and 1989, as 
the area prospered from agricultural exports. 

New drivers of growth

UN-HABITAT’s analysis of the causes and effects of 
population growth in a sample of 24515 of the fastest growing 
cities in the developing world (cities growing at an average 
annual growth rate of more than 2 per cent per year) between 

TABLE 1.3.1: Drivers of growth in the developing world’s fastest growing cities

New driver of growth in the fastest cities of the developing world 

Africa Latin America & Caribbean Asia Total

Economic reasons (total) 29 78.4% 48 85.7% 113 74.3% 190 77.6%

Designation of economic zone 4 10.8% 12 21.4% 35 23.0% 51 20.8%

Investment in transport infrastructure 19 51.4% 14 25.0% 67 44.1% 100 40.8%

Information and services 6 16.2% 22 39.3% 11 7.2% 39 15.9%

Improvement in quality of life 8 21.6% 5 8.9% 12 7.9% 25 10.2%

Administrative change 0 0.0% 3 5.4% 27 17.8% 30 12.2%

Total 37 100.0% 56 100.0% 152 100.0% 245 100.0%

Source: UN-HABITAT Global Urban Observatory, 2008.

1990 and 200016 shows that the driving forces behind urban 
growth are often complex and overlapping. However, the 
analysis led to the identification of the three most significant 
drivers of urban growth in Africa, Asia and Latin America and 
the Caribbean: 

1.	 Economic and industrial policies (i.e., creation of special 
economic zones, industrialization and export promotion 
areas, etc.) and related strategic investments in two key 
areas – transport infrastructure and communications 
and trade service sectors; 

2.	 Improvements in the quality of life in cities (basic 
services, transport, green areas, public amenities, etc.); 
and 

3.	 Changes in the legal and/or administrative status of 
urban areas.

National economic policies and investments in 
infrastructure

Economic and industrial policies and related infrastructure 
investments play a critical role in determining which cities 
will grow and which will decline. UN-HABITAT analysis 
of 245 cities that are experiencing the fastest growth in the 
developing world shows very clearly that macroeconomic 

UN-HABITAT’s State of the World’s Cities report team adopted a range of 
research methods to estimate the new drivers of population growth in cities of 
the developing world. First, the team conducted a statistical analysis, based on 
data from the United Nations Demographic Yearbooks, to identify those cities 
experiencing very high urban growth rates. A maximum of 10 cities per country 
were selected taking into account different city-sizes. A conceptual framework 
for possible reasons of city growth was created and presented to an internal 
advisory group for revision/modification. Second, the team hired a number of 
international urban experts in different regions as research advisers. In the 
case of Asia, two additional experts were engaged at the country level, one 
for India and the other for China. The report team commissioned local experts 
to carry out fieldwork to identify the drivers of growth in selected cities using 
a combination of quantitative and qualitative research methods based on the 
agreed framework. Local experts were identified through the network of urban 
observatories (approximately 300 around the world), UN-HABITAT’s programme 
managers in some 40 countries and well-known academics and practitioners. 
Qualitative analysis included focus group discussions and expert group meetings 
in selected cities. Quantitative analysis included an examination of changes 

in the city’s labour force; variations in local economic product; changes in 
income and in investments in cities; and in - and out-migration. Third, local 
experts, supported by international urban experts and UN-HABITAT’s Global 
Urban Observatory, determined the main reason driving population growth in 
these cities. When causality was not clear or when there were several factors 
contributing to growth or it was difficult to determine the main contributory 
factor, the city was eliminated from the list of cities analyzed. (The final list 
comprised 37 cities in Africa, 57 cities in Latin American and the Caribbean and 
151 cities in Asia and the Pacific.) Fourth, the team validated the results of the 
analysis by undertaking further literature research of information published by 
national statistical offices, local authorities etc. and through consultations with 
experts at the UN Economic Commissions in the different regions. The resulting 
findings are preliminary and should be considered as a first step towards a 
more detailed qualitative and quantitative research analysis of the drivers of city 
growth in the developing world.  

The preliminary results of the UN-HABITAT analysis are presented in the table 
below.
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policies and related investments, or economic development, 
were the main drivers of city growth in 78 per cent of the 
cities analyzed. More than half of the cities that grew because 
of economic reasons did so because of investment in transport 
infrastructure (roads, ports, airports, and the like). The 
designation of regions or cities as special economic zones 
contributed to the development of one-fifth of these cities. 
The development of information technology and financial 
services related sectors, such as banking and financial systems, 
including different forms of trade, was the third most 
important contributor to city growth, representing 16 per 
cent of cities that were driven by economic factors. 

Cities that are oriented towards global or national growth 
sectors that specialize in industrial development, or are 
transport hubs and markets, are experiencing the fastest 
urban and economic growth. In general terms, these cities 
have more infrastructure investments, more robust labour 

markets, more employment opportunities and higher incomes 
than other cities. All of these factors make the fastest growing 
cities attractive to potential migrants in search of economic 
opportunities. The reasons for growth vary according to 
regions. While in Asia the designation of economic zones and 
investments in infrastructure appear to be the most important 
contributors to urban growth, in Latin America and the 
Caribbean, service sector development appears to play a larger 
role. In Africa, improvements in quality of life appear to be 
an important factor of city growth, particularly in the cities 
of North Africa.

The pathways of growth for cities driven by economic 
development are diverse: economic reforms that facilitate 
access to capital markets and foreign investment; political 
changes that make possible greater local fiscal autonomy and 
permit import and export licenses; government and corporate 
strategies that increase investments in strategic economic 
sectors; and national or local initiatives that position cities in 
global, regional or local spaces of economic flows.  

The growth of these cities is not random; very often, they 
benefit from economic policies because of where they are 
located geographically. In modern economic urban growth 
analysis, geography continues to play a key role in determining 
the economic policies and related investments in cities.  
Proximity to various geographic features or political entities 
that facilitate trade often explains the rationale for deciding 
which city will benefit the most from economic policies and 
investments: proximity to coastlines and navigable rivers with 
the consequent reduction of transport costs17; proximity to 
major cities and important urban agglomerations; proximity 
to markets, infrastructure and transport systems; proximity 
to natural resources, including water, minerals, hydrocarbon 
deposits, and the like; and proximity to transnational 
borders.18 For example, Gaborone, the capital of Botswana 
and one of Africa’s fastest growing cities, has experienced an 
annual growth rate of 3.3 per cent as a result of its strategic 
location at the frontier of the South African border. This city 
is becoming a thriving financial, industrial, administrative 
and educational hub for the region, attracting investments 
and generating opportunities that are magnets for accelerated 
migration.19 Many other cities across the developing world 
experienced important population growth by taking 
advantage of their strategic geographic location for trade 
activities: General Santos in the Philippines; Ensenada and 
Nuevo Laredo in Mexico; Barquisimeto, Ciudad Bolivar and 
Maracay in Venezuela; Teresina and Fortaleza in Brazil, to 
name just a few. 

Geography is not the only deciding factor in the growth 
of such cities. A city that might have emerged because of 
geographic comparative advantages can continue to thrive 
as a result of agglomeration economies and good urban 
management. It is also possible to find cities that prosper and 
grow without a clear geographic advantage, mainly because 
of their capacity to develop self-organizing spatial patterns 
of development that are based on agglomeration effects and 
effective governance and urban management structures. 

s

Bangkok’s advanced transport infrastructure: In many Asian cities, investment in urban 
infrastructure has boosted urban growth.
©iStockphoto
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Creation of special economic zones

In a number of rapidly growing cities, economic policies 
and investments grow primarily from national government 
decisions and allocations. The state, in its various institutional 
forms, exerts a critical influence on the growth of these cities. 
For instance, decisions to designate cities or regions as free 
trade areas or special economic zones are made at the central 
government level; likewise, the mobilization and allocation 
of huge public (and often private) investments for the 
construction of transport and communication infrastructure 
and the improvement of these services is often a central 
government responsibility. 

The designation of special economic zones covers a wide 
range of economic activities, from custom-bonded warehouses, 
factories and export processing zones to free trade ports or 
areas. In 2002, there were approximately 3,000 variations 
of special economic zones (SEZs) in 116 countries.20 Rapid 
urban growth that accompanies the creation of a SEZ is largely 
an Asian phenomenon: 35 SEZ Asian cities experienced the 
fastest urban growth among all cities in the developing world 
from 1990 to 2000; 11 were in China, 9 were in India, 5 were 
in South Korea and the rest were distributed among other 
Asian countries. In Latin America and the Caribbean, 12 
cities in 5 countries – 8 in Mexico, 1 in Dominican Republic, 
1 in Chile, 1 in Peru, and 1 in Paraguay – grew rapidly as a 
result of designation as SEZs. In Africa, SEZs contributed to 
rapid urban growth in only two countries: Egypt (Suez and 
Port Said cities) and Libya (Tripoli and Banghazi). 

China’s eastern and southern coastal areas have experienced 
rapid population growth, making them among the fastest 
growing cities in Asia. The establishment of SEZs in the 1980s, 
and the further expansion of the coastal belt in the beginning of 
the 1990s, led to high economic and population growth. The 
SEZs were originally set up in four cities along the southern 
coast – Shenzhen, Zhuhai, Shantou and Xiamen – to attract 
foreign capital and advanced technology and management 
systems, in line with China’s economic reforms. Globalization 
and the outsourcing of production to these cities helped to 
accelerate their growth. The Chinese policy was also strategic 
in terms of foreign direct investment. For example, investment 
in the computer manufacturing sector, one of China’s highest 
growing hi-tech sectors in recent times, were planned and 
concentrated around the Pearl River Delta, Yangzi River and 
the Look BoSea Region. As a result, intermediate-size cities 
such as Yantai and Qinhuangdao grew at approximately 
5 per cent per year, and Wenzhou and Xiamen grew at an 
impressive rate of more than 11 per cent per year, while the 
city of Shenzhen, located in the heart of Pearl River Delta, 
experienced a phenomenal annual growth rate of 20.8 per 
cent, slightly more than the city’s economic growth rate of 
16.3 per cent in the 1990s.21 Shenzhen’s population grew from 
fewer than 1 million inhabitants in 1990 to 7 million by 2000, 
and the GDP of 15 SEZs along China’s coastline accounted 
for nearly 21 per cent of the national total.22 

These cities are not only engines of China’s economic 
growth, but also of the country’s transformation from a 

s

Construction cranes doing ground work for a light rail system in Shenzhen, a special 
economic zone in China.
©Hector Joseph Lumang/iStockphoto
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predominantly rural society to one that is increasingly 
becoming urban-based.23 Designated economic zones in 
other countries have also helped accelerate urban growth; 
for instance, the Iranian city of Sirjan and the Indian urban 
agglomeration of Nashik grew rapidly in the 1990s, at the rate 
of 6 and 4 per cent, respectively, owing to their designation as 
special economic zones. 

In South Korea, the implementation of industrialization 
and export promotion policies in the late 1970s led to rapid 
growth rates in urban areas, but with significant regional 
imbalances. As a result, the government adopted a regional 
policy of placing industrial parks in areas that were lagging 
behind, and implemented the so-called “three coastal areas 
development strategies”.24 These policies helped redress spatial 
inequalities by boosting urban growth in various coastal cities, 
particularly in Yeosu, Gyeonan and Cheonan, which grew 
at approximately 6 to 7 per cent per year, and Gimhae city, 
which experienced the highest annual population growth rate 
of 11.6 per cent on average. 

In Mexico, export processing zones, known as 
“Maquiladoras”, which are given special incentives to 
attract industrial foreign investors through infrastructural 
development, tax exemptions, and the like, 
boosted the development of nine cities 
along the Mexico-U.S. border: Ensenada, 
Reynosa, Matamoros, Nogales, Nuevo 
Laredo, Chihuahua, Ciudad Juarez, and 
Tijuana. The outcome of the border’s 
dynamic maquiladora growth has not 
only improved job creation, exports and 
foreign exchange in Mexico,25 but has also 
resulted in remarkable population growth 
in all of these border cities, which grew at 
an annual rate greater than 3 per cent from 1990 to 200026 – 
two times faster than the national average.   

In Libya, an overwhelming concentration of the population 
lives along the northern coast, principally in the Gafara and 
Benghazi Plains, which are more favourable for agricultural 
productivity and living conditions than elsewhere in the 
country. A 2002 study reports that urban centres such as 
Benghazi, Misurata, Tripoli and Zawia, all coastal cities, 
are growing at a rate twice that of the national average. 
Favourable state policies promoting open boundaries and 
economic opportunities followed by huge public investments 
will continue to encourage migration to these coastal cities.27

These patterns suggest that urban growth in many 
countries is initially driven by national governments, and 
then further propelled by local authorities. In this scenario, 
central governments quite often determine which cities will 
benefit from investments and macroeconomic decisions. 
National governments of countries as diverse as Thailand, the 
Philippines, South Korea, Mexico, and Brazil are concentrating 
more attention and resources on particular city-regions. 
Others, like Malaysia and China, are using cities to connect 
the nation to the global space of business and trade, while 
concurrently propelling social change in desired directions.28 

It is clear that the growth of the fastest growing cities in the 

developing world cannot be adequately understood without 
an examination of the matrices of state territorial organization 
within and through which it occurs.29

This does not mean that local authorities are not playing 
an important role in economic and urban growth. Local 
authorities, in conjunction with political and economic local 
and regional elites, are transforming their cities into dynamic 
economic areas oriented towards global, regional and local 
growth sectors. Indian cities such as Salem, Pimpri, Chinchawad 
and Pune; the Mexican cities of Guadalajara and Ensenada; 
and Maracay, Venezuela, Cuenca, Ecuador, and Zambaoanga, 
the Philippines, to name just a few cities, are all growing at 
the annual rate of 3 per cent or more by adopting pro-growth 
strategies through place marketing and promotion, focusing 
on high-potential economic sectors. Major urban centres in 
South Africa have also adopted different forms of economic 
development strategies as part of city-integrated development 
plans, which have been implemented through local economic 
development units. As a result, economic growth in these cities 
(3.2 per cent) was higher than population growth by slightly 
more than 1 percentage point between 1996 and 2001.30

The growth of cities through local initiatives reflects 
a rising trend toward greater urban 
entrepreneurialism and more intense city 
competition. However, many cities in 
the developing world, particularly in the 
small and intermediate ranks, do not have 
adequate financial and human resources 
to conceive and implement medium- and 
long-term development strategies. These 
cities, and many other large agglomerations, 
often compete with each other to gain 
recognition as important urban centres and 

to be included in regional and national development plans and 
strategies, which gives them the authority to be considered in 
the allocation of budgets and to be part of strategic alliances 
that combine private and public resources. 

This articulation of local initiatives with central government 
economic and political decisions is bringing about changes 
in the governance paradigm, in which the private sector 
is often involved with specific plans and funds. At the 
national or regional level, the central government decides 
on macroeconomic policies with clear spatial implications, 
implements institutional reforms and mobilizes domestic 
resources to support infrastructure and communication 
development. On the other hand, local authorities design 
local development strategies or refashion their policies, 
programmes and projects to link up with wider initiatives that 
mobilize public and private investments at a larger scale.31

Transport and communications infrastructure

Transport and communications systems are fundamental 
to development. The construction and maintenance of roads, 
highways, ports, airports, urban and inter-urban railways, and 
other forms of transport systems determine, to a large extent, 
whether or not cities and countries will succeed economically.32 

Proximity to geographical 
features or political

entities that facilitate 
trade often explains 

which cities will benefit 
from investments
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and Performance Measurement System (LPPMS), which 
promoted the development of cities conducive to business, 
industry and entrepreneurship, and in which infrastructure 
development played a key role.36  

Investments in transport facilities in various transnational 
border cities that combine large transport and distribution 
functions with trade activities have also boosted urban growth. 
In many cases, the strategic border location has been enhanced 
by industrial development, tourism or the development of a 
port: the Iraqi city of Basra, the country’s main port, located 
close to the Kuwaiti and Iranian borders in the southeast part 
of the country, experienced population growth of 4.5 per cent 
per year in the 1990s; Nuevo Laredo, a small city of only 
300,000 people that accounts for 70 per cent of all Mexican 
goods exported to the United States by road, expanded 
its population at a rate of 3.4 per cent per year; and the 
Venezuelan city of San Cristobal on the Colombian border 
grew at 2.6 per cent per year. In addition to these cities, many 
other urban centres that are positioned at the convergence of 
land or sea border transport systems experienced accelerated 
economic and population growth between 1990 and 2000. 

In many other cases, the expansion of regional transport 
networks boosted the development of urban centres located 
along railways and roads lines, often as trade and tourism 
places. This has been the case with the Latin America and 
Caribbean cities of Bayamo in Cuba, Chiclayo in Peru and 
San Cristobal in Venezuela, all of which grew at a rate of 
between 1 and 2 per cent annually following the development 
of provincial transport networks that were linked to national 
railway and roadway systems. In Africa, the expansion of 
transport infrastructure in the 1990s contributed to the 
growth of dozens of cities, both on the coastline and in the 
interior. Cities such as Annaba and Tebessa in Algeria grew 
at an annual rate of 3 per cent or more because a national 
railway line passed through them, and the city of Tiaret grew 
at a similar rate as a result of the construction of a high plateau 
line. Populations in the cities of Kaduna and Maiduguri in 
Nigeria also expanded with the improvement of the road and 
railway systems, the former for industrial development and 
the latter for transport services. 

Connectivity through the development of infrastructure 
has been vital for the growth of cities in close proximity to 
larger urban centres. A considerable number of small and 
intermediate cities grew as bedroom communities, residential 
suburbs or satellite cities, offering the amenities of urban 
life – proximity, convenience and diversity – without the 
disadvantages, such as air pollution, congestion and crime. 
Investments in transport have effectively reduced the 
“commuter territory” in many places, linking metropolitan 
and sub-regional spaces and interconnecting various urban 
settlements in neighboring geographic locations. 

In Asia, the development of better commuter systems has 
led to the growth of new cities, such as Ghaziabad, Noida, 
Faridabad, and Meerut, which have boomed as satellite 
cities of New Delhi, each with annual urban growth rates 
of between 3 and 6 per cent. The planned city of Navi 
Mumbai grew at a staggering pace of 7 per cent per year 

Investments in transport infrastructure and related reforms in 
the sector, including finance and regulations, deliver major 
economic development benefits,33 contribute to poverty 
alleviation, and improve the quality of life of citizens.  

Transport connectivity is the most important driver of city 
growth in developing regions, particularly in Asia and Africa. 
Two-fifths of the 245 cities in the UN-HABITAT sample of 
the developing world’s fastest growing cities have benefitted 
from diversification and improvement of regional transport 
systems, in terms of infrastructure and technology. Investments 
in transport not only increase the overall productivity of 
nations’ and regions’ economies, but they can also contribute 
to the maintenance of balanced regional development and 
the reduction of socio-economic disparities across space and 
people. Transport connects areas with economic potential to 
isolated places that otherwise would be left far behind. 

Many countries improve their transport and technology 
systems when they open or liberalize their economies to 
reduce tariff and transport costs. These related initiatives have 
opened an array of markets and fostered growth in individual 
cities. Transport connectivity is integral to the economic 
growth of second and third-tier inland cities that have a 
functional connection to coastal settlements, transnational 
borders and other larger cities. As a result of transport and 
communication investments, inland urban centres are 
growing both economically and demographically. A study on 
population change from 1995 to 2000 shows that cities in 
coastal areas are not the fastest growing cities any more; in 
fact, cities in almost all ecosystems are growing at roughly 
the same of rate of 2.2 per cent per year. In Africa, cities in 
mountainous and forested areas grew the fastest, at the rate 
of 3.6 and 3.7 per cent annually, compared to the growth 
rate of 3.3 per cent per year for cities in coastal zones. In 
Latin America and the Caribbean, cities in dryland, forest and 
inland water ecosystems grew equally at the rate of 2.2 per cent 
per year, which is higher than the growth rate of coastal cities 
during this period (2.0 per cent per year).34 Better transport 
and communications infrastructure in several countries has 
made these cities more attractive destinations for economic 
activities, contributing to high rates of growth. 

For similar reasons, inland Chinese cities such as Xinyang 
and Nanyang grew at an impressive rate of 15 per cent 
per year as a result of national efforts to develop transport 
infrastructure and communication technology in central 
China. New urban centres are also developing some 200 
kilometres from the coastline in the eastern part of the 
country; these cities are already creating a new wave of 
urban settlements in the interior with strong linkages to the 
coastal region.35 In other Asian countries, coastal cities are 
receiving a new boost; for instance, the cities of Tirunelveli 
and Tiruchirappalli in the southern part of India, and Sirjan 
in the Islamic Republic of Iran, experienced growth rates 
of around 5 per cent per year, mainly because they have 
developed into important transport hubs. 

In the Philippines, cities such as Mandaue, Davao and Cebu 
experienced significant urban and economic population growth 
as a result of the implementation of the Local Productivity 
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in the 1990s as part of the deconcentration strategy of the 
megacity of Mumbai; two other cities in the vicinity, Kalyan-
Dombivli and Thane, experienced more spontaneous growth 
by offering more affordable housing solutions and adequate 
transport facilities. Information technology (IT) hubs, such 
as Bangalore and Hyderabad, are also experiencing growth 
driven by the establishment of international software 
companies that attract young professionals to the IT sector. 

In South Korea, various cities have been experiencing 
rapid urban growth as part of the greater Seoul Metropolitan 
Area: Seongnam, which grew as a residential city; Suwon 
and Puchon, which became satellite cities that share the 
same subway line; and Incheon, which in 2001 built its own 
international airport. In Iran, the metropolitan areas of Isfahan 
and Tehran gave a boost to well-connected neighbouring cities: 
Khomeini-Shahr city, which grew at the rate of approximately 
4 per cent per year, boosted by infrastructure development 
and the relocation of various companies from Isfahan; and 
Karaj city, which grew at an impressive rate of 8 per cent 
per year from 1994 to 2003, benefited from the commuter 
surface connection Teheran-Karaj, Mehrshahar Express Line 
and a privileged geographic location at the crossroads of the 
western and northern routes of the country. 

Proximity to a large urban agglomeration is an important 
determinant of growth in many small and intermediate 

Latin American cities. Between 1990 and 2000, small 
and intermediate cities grew faster when transport and 
communication infrastructure was extended to them or 
substantially improved. Better connectivity allowed them to 
exploit the employment opportunities, improved access to 
public amenities, and recreational and cultural services offered 
by big cities. Simultaneously, the small and intermediate cities 
were in a better position to offer land, housing and labour at a 
fraction of what they would cost in a big city, sometimes with 
a higher quality of life. They were also in a better position 
to offer specialized services around tourist attractions and 
scenic natural environments with comparative advantages. 
Alajuela city in the vicinity of San Jose, the capital of Costa 
Rica, experienced rapid urban growth, at a rate of 4 per cent 
per year, by hosting the main airport serving the country. 
The location of an international airport in the small city of 
São José dos Pinhais in Curitiba, Brazil, combined with good 
road infrastructure and industrial development, propelled the 
growth of the city at an annual rate of more than 9 per cent. 
San Bernardo in the Santiago Metropolitan Region in Chile 
saw growth of approximately 3 per cent per year as a result of 
the construction of a new highway that attracted industrial 
development. Likewise, the city of Cabimas in Venezuela grew 
at a rate of 3 per cent per year as a result of its oil production 
and its reliable highway connection to the city of Maracaibo. 

s

Subway in Seoul, Korea; Transport connectivity is one of the most important drivers of urban growth in developing countries.
©Juergen Sack/iStockphoto
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Luxurious residential buildings in Dubai Marina: The city’s remarkable growth has been propelled by a combination of innovative real estate projects, financial services and 
development of the tourism industry.
©Shao Weiwei/iStockphoto

industrial development zones, grew at the annual rate of 5 
per cent. The coastal city of Karachi in Pakistan increased 
its population by more than 3 million people from 1990 to 
2000, mainly as a result of high fertility rates, national and 
international in-migrations, trade activities related to the 
port, and the growth of information and communication 
technology industries. Dubai in the United Arab Emirates 
experienced a remarkable growth rate of 7 per cent per year 
during the 1990s by combining innovative real estate projects 
with IT, industrial and finance services, free trade zones and 
the development of the tourism industry. 

Improvement in the quality of life 

Of the 245 sample cities, 25 experienced rapid urban 
growth principally by improving the quality of life and well-
being of their citizens. Some cities developed clear visions and 
strategies for their potential futures, articulating short- and 
medium-term responses that contributed to enhancing social, 
economic and, in some cases, environmental conditions, 
including personal safety and health, transport and other 
public services. 

Cities such as Curitiba, Goiania and Fortaleza in Brazil and 
Gaziantep in Turkey grew at a rate of more than 2 per cent 
per year, largely by setting up good governance structures 
that enabled them to bring benefits to their inhabitants by 
expanding their connection to infrastructure, piped water, 
sewerage, electricity, and telephone, and by developing social 
amenities such as schools and health centres.38 The small 
city of Rishon LeZion in Israel doubled its population in 

Information technology and financial services sectors

The development of economic infrastructure related to 
information technology and financial services was identified 
as the third most important economic driver of city growth 
in the developing world in the UN-HABITAT analysis. 
Investments in information and communication technology 
(telephone, cellular and radio services, and electronic 
communication), and related communication services, such 
as financial, banking, insurance, and other various forms of 
trade, were the primary boosters of growth in 39 of the 245 
fastest growing cities in the developing world.  

In addition to the already well-known urban centres that 
experienced significant economic and population growth in 
recent years as a result of financial trade and communication 
services, such as Singapore, Kuala Lumpur, Beijing, and 
Hong Kong, other cities in countries from India to Venezuela, 
Pakistan to Mexico, Cameroon to Puerto Rico also witnessed 
rapid growth as a result of public and private investments in 
communication technology and related services, including 
various other forms of trade. Hyderabad in India was 
transformed into a dynamic economic region oriented toward 
global growth sectors, inspired by the infrastructure-led growth 
model, focusing on industrial development, particularly 
in the information technology (IT) sector.37 Likewise, the 
city of Bangalore has become a major centre of information 
technology and software services in the country with an 
annual population growth rate of 2.2 per cent from 1991 to 
2001. The city of Gumi, known as the Korean Silicon Valley, 
and the Chinese cities of Xian and Changsha, two high-tech 
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20 years, starting in the mid 1980s, through the creation of 
employment opportunities, high-quality schools and services 
–including innovative urban transport – open spaces and 
green areas within the city. Today, Rishon LeZion is the 
fastest growing metropolitan area in the country, growing 
at 3.3 per cent per year, with the highest average per capita 
income and a record number of square metres of park space 
per resident.39 

A similar situation has been observed in the city of Bacolod 
in the Philippines: despite experiencing a rapid growth rate 
of 2.4 per cent per year in the 1990s, it was ranked first in 
the country’s quality of life assessment in 2006.40 In China, 
the city of Yantai in the eastern part of the country grew 
at an accelerated annual rate of more than 7 per cent from 
1990 to 2000 following its complete transformation into a 
“safer, greener and better serviced city”. This award-winning 
city has successfully competed with large Asian cities for new 
investments by embracing sustainable development principles 
that combine strategies to create a more conducive environment 
for business and good-quality housing solutions. The city of 
Dubai in the United Arab Emirates is a first-class example 
of economic and urban development based on risk-taking 
and profit-oriented strategies that are boosting economic 
and urban growth based on the concept of a “quality of life 
city”. Many other cities in developing countries are enhancing 
their attractiveness through the development of high-quality 
services in various sectors, including the city of Davao in the 
Philippines, which is considered one of the most competitive 
and liveable cities in the country.41

In the 1990s, quality of life was an important driver of 
growth in cities that implemented place-specific development 
strategies, raising living standards by building economic 
infrastructure and social amenities. These cities boosted their 
economic and urban growth by exploring natural advantages, 
often in the tourism and leisure industries. Good examples 
of this are the Chilean cities of Temuco, La Serena and 
Villa del Mar and Rishon LeZion in Israel. The Moroccan 
cities of Saîda, Taghazout, Mogador and El Haouzia 
implemented a “Sustainable Development of Coastal 
Tourism Programme”, which provides water, electricity, 
roads, and telecommunication infrastructure to new real 
estate developments along the coasts. Similarly, various South 
Korean cities have developed the “Corporate Cities” concept, 
merging business, research, tourism, and residential areas in 
new urban developments. 42  

An important driver of city growth related to quality of life is 
the construction of a prominent public or private institution, 
often a university or research institute. The Algerian cities of 
Blida, Tlemcen, Sidi-bel-Abbès and Setif, the city of Bobo 
Dioulasso in Burkina Fasso and Concepción in Chile grew, to 
a large extent, as a result of the attraction of their institutes of 
higher learning.

Administrative and/or legal changes in
city status 

Between 1990 and 2000, 30 cities in the UN-HABITAT 
sample of 245 rapidly growing cities experienced administrative 
and political changes, often absorbing large populations that 
were not previously part of the city. This form of urban 
growth – of urban change, in fact – is largely influenced by 
governments’ decisions to modify the legal and administrative 
status of urban areas very often as a response to economic 
growth or as a way to induce economic development.  These 
modifications involve changes in the size of cities, their 
boundaries, forms of classification and definition. 

Another dimension of change in administrative designation 
is the reclassification of rural areas into cities. Reclassification 
accounts for approximately a quarter of urban population 
increase in the developing world. Scholars have pointed out 
that in most parts of the world where reclassification occurs, it 
tends to be in areas that have experienced, or are experiencing, 
the fastest economic growth. In China, for instance, 25 per 
cent of urban growth in the country has been attributed to 
reclassification; this phenomenon is particularly prevalent in 
the eastern part of the country.43

An obvious form of urban growth resulting from geopolitical 
decisions is the transfer of capital cities to other small cities or 
to new, previously undeveloped locations. Other cities were 
designated capitals of their provinces or departments, and 
by virtue of this change experienced significant population 
growth, as was the case in Samarinda, Indonesia. 

The change of administrative and legal status is an important 
driver of many cities’ growth; 12 per cent of the 245 cities 
analyzed by UN-HABITAT recorded administrative changes 
as the most significant factor in their growth between 1990 
and 2000. Twenty-seven of the 30 cities that experienced an 
administrative or legal change in their status were in Asia, while 
the remaining 3 were in Latin America and the Caribbean; no 
city sampled in Africa grew as a result of change in status. 
In Asia, more than half of the legal and administrative city 
definitional changes occurred in China (8), South Korea 
(9) and Indonesia (3). In China, contrary to the policies 
restricting urban development before the era of economic 
reforms, the government adopted a more positive attitude 
toward the designation of cities and towns in the 1990s44; 
this not only increased the number of cities, but also led to 
a population increase in cities. Cities such as Lu’an, Xinyang 
and Nanyang grew at an astounding annual rate of more than 
15 per cent following their changed ranking from county-
level cities to prefecture-level cities and the expansion of the 
urban area.45 A similar situation occurred in the small South 
Korean cities of Gyeongiu, Yeosu, Gumi, and Pohang, which 
merged with other counties in 1995, precipitating population 
growth of approximately 5 per cent in each of the cities. In 
Indonesia, the cities of Sukabumi and Bogor grew at a rate of 
more than 10 per cent every year as a result of the expansion 
of the administrative area. 
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Between 1990 and 2000, urbanization in 
developing regions was characterized by 
the entry of new cities that did not exist as 
such in 1990. This constellation of 694 new 
cities started out as rural towns and became 
urban areas by virtue of changes in their 
administrative status, natural growth or in-
migration.  

These significant changes took place mostly 
in Asia, where more than 295 settlements 
became small cities, followed by 171 
new small cities in Latin America and the 
Caribbean. More than 90 per cent of the cities 
in which populations grew from fewer than 

100,000 to more than 1 million people were 
also in Asia, owing to a variety of factors, 
including changes in administrative and legal 
boundaries and changes in political status of 
settlements.  

Among the cities that emerged after 1990, 73 
per cent joined the category of small cities, 19 
per cent became intermediate cities and 7.5 
per cent developed into big cities. 

Not only did the number of cities increase, 
but many of the cities that existed in 1990 
also became larger: 122 small cities (13 per 
cent) became intermediate or big cities; 66 

intermediate cities (23 per cent) became big 
or large cities; and 10 big cities (5 per cent) 
developed into large cities. On the other hand, 
17 cities contracted, changing from big to 
intermediate or from intermediate to small. 

These changes are not only a matter of 
numbers – they also represent a qualitative 
change in what the world perceives to be 
“small”, “intermediate” and “large” in terms of 
city size over time. The emergence of “hyper-
large” or “meta-city” urban agglomerations 
with more than 20 million inhabitants has 
led to a fundamental shift in conceptions of 
city size.

Table 1.3.2: NUMBER AND TOTAL POPULATION OF NEW CITIES ESTABLISHED SINCE 1990

FIGURE 1.3.2: NUMBER OF NEW cities after 1990 in the developING world

Source: UN-HABITAT Global Urban Observatory 2008
Data source: UN Demographic Yearbooks, various years (1985 - 2004)

New entrants in the league of cities 

New small cities New intermediate cities New big cities Total

Number Population Number Population Number Population Number Population

Africa 44 6,335,094 1 523,265 0 0 45 6,858,359

Latin America & Caribbean 171 27,138,867 6 3,930,127 2 3,008,885 179 34,077,879

Asia 295 60,825,858 125 86,595,611 50 65,491,865 470 212,913,334

excluding China & India 72 13,374,321 5 3,109,207 0 0 77 16,483,528

China 78 26,331,991 119 82,966,103 49 64,485,448 246 173,783,542

India 145 21,119,546 1 520,301 1 1,006,417 147 22,646,264

TOTAL 510 94,299,819 132 91,049,003 52 68,500,750 694 253,849,572

Source: UN-HABITAT Global Urban Observatory 2008
Data source: UN Demographic Yearbooks, various years (1985 - 2004)
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Chengdu city in China
©Mikko Pitkänen/Shutterstock
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As recently as the late 1980s, Bangalore, a quiet 
hillside city in southern India blessed with lush 
greenery, was known primarily as a “pensioner’s 
paradise”. All this changed in the 1990s when Ban-
galore emerged as India’s first “technopolis”.  

Described as India’s “Silicon Plateau”, in reference 
to the city’s high altitude and the concentration of 
high-technology companies in its environs, Banga-
lore is a city that has achieved remarkable success 
as a result of national policies that encouraged the 
development of an information technology (IT) ser-
vices industry. The city’s emergence as an IT hub 
began in the early 1990s, when the Government of 
India began pursuing an “informationization strat-
egy” that hinged on the development and export 
of computer software. The strategy led to several 
policies and programmes aimed at boosting infor-
mation technology, including the establishment of a 
national Information Technology Task Force in 1998.  
The adoption of this strategy saw Indian computer 
software exports rise from US$100 million in 1990 
to nearly US$10 billion in 2004 (more than 2 per cent 
of India’s GDP).  Growth is still in excess of 25 per 
cent for the industry as a whole, and is projected to 
reach $50 billion by the end of this decade.  In India 
today, more than half a million people are employed 
by almost 3,500 companies in this industry. 

Bangalore now hosts more than 500 high-tech 
companies that produce computer hardware and 
software. Large multinational software compa-
nies have established bases in Bangalore as have 
leading Indian high-tech companies.  Silicon Valley 
“micro-multinationals” are also tapping into the city, 
which is seen as an innovation and support hub. A 
lot of the software work was, until recently, proj-
ect-based, involving a mix of on-site and offshore 
programming.  A second wave of development has 
been in research and development (R&D), innova-
tion and intellectual property, particularly along the 
United States-India technology corridor. 

Domestically, huge markets are growing in sectors 
such as mobile communications, with India adding 
a steady 8 million new subscribers every month. 
A mindset change is also being observed in aca-
demic institutes where a new crop of students are 
more entrepreneurially-driven and globally-oriented 
than before. In the late 1990s, a new growth driver 
emerged for the Indian IT services industry: the IT-
enabled services sector or ITES. This term referred 
to the business process outsourcing (BPO) and call 
centre services. Young, educated, English-speaking 
Indians deliver remote services – made possible by 
low-cost communication technology – to clients in 
the United States and Europe in areas as diverse 
as processing credit card applications, human re-

Bangalore: India’s Silicon Plateau

Sources: Anandram, 2004; Rosenberg, 2002; Singhal & Rogers, 2001; Asian Development Bank, 2008.  Text and analysis by Madanmohan Rao.

sources benefits administration, insurance claims 
processing, telesales and telemarketing, and cus-
tomer support. 

Bangalore’s strengths as an IT centre include wide-
spread English skills, sheer numbers of lower-wage 
“techies”, experience in managing global software 
and services projects, growth in multinational com-
pany development centres, and connections with 
non-resident Indians (NRIs) in California’s Silicon 
Valley who are excelling there. In addition, Banga-
lore’s evolution as an IT hub was facilitated by the 
presence of a large state-run industrial technology 
sector (especially in aeronautics), a cluster of the 
country’s leading scientific research institutes (such 
as the Indian Institute of Science) and a pool of 
highly qualified technical manpower. The city has 
been compared to the Silicon Valley phenomenon 
in major technology hotspots of the world: Cam-
bridge in England, Helsinki in Finland, Tel Aviv in 
Israel, Singapore, and the HsinChu-Taipei belt in the 
Taiwan province of China. These cities share many 
success factors:  low taxes, venture capital (VC), 
risk-taking start-up culture, business webs, physical 
infrastructure, IT-savvy local population, local “living 
laboratories,” good local markets, networking skills, 
activities and organizations for communities of in-
terest, co-location of companies in various stages 
of development, flexible organizational structure, 
legal/accounting services, mergers and acquisitions 
activity for flow of skilled labour and intellectual 
property, local academic and research institutes, 
commercial partnerships between academia and 
industry, activist government policy via research 
funding and small business debt assistance, speed 
of business activity, presence of role models, hu-
man talent in innovation, serial entrepreneurs, mar-
keters, and managers. 

A recent UN Human Development Report ranked 
Bangalore as the only city among the top ten cen-
tres of technological innovation to be located in a 
developing country. However, while Bangalore 
gets a high ranking as a major technology hotspot, 
it faces several challenges and obstacles, includ-
ing poor infrastructure, a massive digital divide, 

Tech hotspots and their rating (on a scale of 1-5)

Source: Rosenberg, 2002.

government bureaucracy, presence of just a few 
higher educational institutes, low research and 
development spending by IT companies, and high 
employee attrition especially at the level of team 
leaders. Cultural divides have also grown between 
locals and outsiders, including non-resident Indians 
from abroad, who have flocked to the city’s hi-tech 
industry. (In 2007 the city was officially renamed 
“Bengaluru” to reflect the concerns of the local lan-
guage movement, but the name Bangalore is still 
commonly used.)

Bangalore’s global ambitions are thus threatened by 
its crumbling infrastructure, according to analysts 
and even ordinary citizens. Scores of tall, massive 
apartments now dominate Bangalore’s skyline, a 
testimony to the real estate boom and expanding 
horizons of the IT spectrum, but many of them have 
inadequate water and power supplies and poor 
access roads. Many companies use generators to 
compensate for power outages. 

A study by the Asian Development Bank found that 
among Indian cities with 5 million or more residents, 
Bangalore is the second fastest growing in terms of 
population, experiencing a population growth rate of 
2.8 per cent a year. The study projects the popula-
tion of Bangalore to increase from the current 6 mil-
lion to nearly 10 million in 2020. Among Asia-Pacific 
cities with 5 million or more residents, Bangalore 
stands eighth in terms of rate of population growth. 
(Dhaka, with an annual increase of 3.8%, tops the 
Asia-Pacific list.) 

In order to deal with the problems associated with 
the rapid expansion of the city, State governments 
have been trying to obtain “Metropolitan City” sta-
tus for Bangalore in order to become eligible for 
more central government funds. A separate fund 
for infrastructure has also been established, not 
only to attract more investments to the city, but 
also to overcome the congestion caused by traffic. 
Upcoming projects include the Bangalore Metro 
Rail Project, Bangalore Mysore Expressway, and a 
number of ring roads, elevated expressways and 
underpasses. 

Startup 
Activity

Human 
Talent

Venture 
Capital

Global 
links

Univs. 
/R&D

Taxes/ 
Regul. Total 

Britain/Cambridge 3 4 4 2 4 4 3.45

Finland/Helsinki 3 4 3 3 5 3 3.45

India/Bangalore 4 3 2 4 2 2 3.05

Taiwan province of China/
HsinChu-Taipei 4 4 4 5 5 5 4.35
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The history of cities has not been dictated exclusively 
by urban growth; a long-term perspective on 
demographic and economic changes, particularly 
in the developed world, shows that, historically, 

cities have experienced boom and bust cycles over time, and 
in some places, decline and population contraction result in 
permanent alterations to city structures. 

Cities may expand or contract in size and importance; their 
growth and decline is dependent on a variety of historical, 
economic, political, and demographic factors. While some 
cities are growing more rapidly than others, the widespread 
assumption that increasing global urbanization means that all 
cities are growing is false; in fact, evidence shows that in all 
regions of the world, and especially in the developed regions, 
many cities are actually shrinking in size. 

Although slow or negative urban growth is overwhelmingly 
a developed-world phenomenon, it is also occurring in 
developing countries. A UN-HABITAT analysis of 1,408 
cities1 in the developing world showed that 143 cities, or 10.2 

per cent of the sample, experienced a reduction in population 
(i.e., recorded negative growth rates) between 1990 and 2000. 
Rapid or accelerated urban growth is still the norm in most 
regions of the developing world, however: more than half of 
the cities in the sample (53 per cent) have been growing at an 
accelerated or rapid pace since the 1990s2; 17 per cent of these 
cities experienced an accelerated growth rate of more than 4 
per cent per year, while 36 per cent saw rapid annual growth 
rates of between 2 and 4 per cent).  

It may seem paradoxical that in a period of rapid urban 
growth, some cities in the developing world are actually 
shrinking. The negative growth trend is largely associated 
with cities in North America and Europe, where the number 
of shrinking cities has increased faster in the last 50 years 
than the number of expanding cities. In the United States 
alone, 39 cities have endured population loss, while in the 
United Kingdom, Germany and Italy, 49, 48 and 34 cities, 
respectively, shrank in size between 1990 and 2000. Another 
recently observed trend is the increase in the number of cities 

1.4
Shrinking Cities

Figure 1.4.1: Proportion of cities experiencing accelerated, 
rapid, moderate, slow and negative growth rates in the 
developing and developed world in the 1990s.

Source: UN-HABITAT, Global Urban Observatory, 2008
Data are from UN Statistics Division, Demographic Yearbook, 1990-2005, and UN Population 
Division, World Urbanization Prospects, 2005

TABLE 1.4.1: Declining cities in the developing world (1990-2000)

Source: UN-HABITAT, Global Urban Observatory, 2008.
Data from United Nations Statistical Division, Demographic Yearbook, various years (various 
years, 1985 and 2004) 
Note: Data refers to cities of more than 100,000 inhabitants experiencing a real decline in their 
populations and not just a slowing down of urban growth rates.

Region

No. of cities 
experiencing 

declining populations 
(from 1990 to 2000)

Population loss 
(millions)

(1990-2000)

Africa 11 0.37

Latin America and the 
Caribbean

46 2.8

Asia 86 9.7

China 50 6.8

India 16 0.7

Total  143 13
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Kiev, Ukraine: A number of cities in transition countries are suffering from population loss.
©Tissa/iStockphoto

losing population in countries of the former Soviet bloc. 
Nearly 100 Russian cities experienced negative growth in the 
1990s; in Ukraine, 40 cities experienced population loss.

The phenomenon of declining populations in cities of the 
developing world is relatively new, an emerging trend that is 
not yet as prevalent as it is in the developed world. Population 
loss may be, however, a prelude to a new urban trend that is 
starting to unfold in the developing world, signaled by the 
fact that 143 cities experienced the loss of 13 million people 
from 1990 to 2000. More than half of this population loss 
(6.8 million people) occurred in Chinese cities, while roughly 
16 per cent (2.1 million people) of the population loss 
occurred in other Asian countries. In Latin America and the 
Caribbean, the total population loss between 1990 and 2000 
amounted to 2.8 million people, while in Africa the figure 
was 370,000.3 

The paradox of shrinking cities in regions where urban 
growth rates are generally high could be explained by a 

variety of factors. In some cases, cities start to experience 
population loss when they cease serving as primate cities; 
others may lose populations to more dynamic cities that offer 
more opportunities and attract more residents. Deteriorating 
living conditions and urban decay may also contribute to 
population loss as residents seek opportunities in other cities 
that offer a higher quality of life. In some countries, the 
core of the declining city begins to contract or to become 
economically disassociated from the satellite cities emerging 
around it – a phenomenon known as “the doughnut effect”. 
Jakarta, the capital city of Indonesia, experienced annual 
growth rates of -0.7 per cent per year from 1995 to 2003, 
while the population of suburban areas – commonly known 
as Bodetabek – increased dramatically. The neighbouring city 
of Bogor, for instance, experienced a phenomenal growth rate 
of 13.2 per cent per year during the same period. People with 
sufficient money, jobs and energy to move outside of the city 
were attracted by the better living environments provided 
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by suburban enclave housing; simultaneously, the poor in 
Jakarta were relocated to the fringe areas to make room for 
the expansion of the formal sector in the central city.4 

A similar phenomenon is evident in Seoul, which grew from 
a small, unknown capital of the Republic of Korea to one of 
the world’s large-population cities. Seoul started experiencing 
negative growth at a rate of -0.7 per cent per year in the 1990s. 
This transformation came about in a context of intensive 
suburbanization and sprawl into the neighbouring Gyeongii 
Province, which received 64 per cent of Seoul’s emigrants 
in 2005.5 In other cities, such as Shanghai in China, in-
migration is responsible for much of the growth of the city, 
as natural population growth has been declining since 1995. 
In China, rapid urban growth rates in one part of the country 
are accompanied by slow or negative urban growth rates in 
other parts of the country. This is not only an outcome of 
demographic changes and population mobility, but in many 
cases is associated with uneven regional development. 

Understanding which cities are experiencing a boom in 
terms of economic and demographic growth, and which 
cities are going through economic and population decline, 
is important for maximizing gains, locating or relocating 
investments and opportunities, and for planning for more 
sustainable and balanced regional development. Knowing 
which cities, parts of cities, metropolitan areas, and even 
regions are not growing – or are experiencing population loss 
– is essential for policymakers and urban planners, who need 
accurate data to anticipate trends, design recovery policies 
and rethink strategies for bringing opportunities to cities and 
preventing excessive out-migration.6

Growth and contraction are not two different phenomena; 
they are two sides of the same coin of urban change.7 Evidence 
about how these dual trends are changing urban areas today 

can help shift thinking from a broad assumption that all 
cities are growing dynamics of city growth that are necessary 
for improving quality of life in all cities.8 City and regional 
planning requires new methods and techniques that respond 
to urban development, expansion and growth management, 
but also new methods and techniques that respond to 
decline or out-migration. “Smart planning for growth” 
should be combined with “smart planning for contraction” 
if more harmonious urban and regional development is to be 
achieved. 

The phenomenon of shrinking urban populations can 
be perceived as a sign of a new era in the history of some 
cities, in which the initial impulse of all-embracing and ever-
accelerating urbanization gives way to a more complex, subtle 
and ambivalent process.9 

Shrinking cities are often associated with economic and 
political failure. Until recently, many European cities were 
reluctant to even admit that they were shrinking in size.10 The 
primary assumption was that people who move out of cities 
“vote with their feet”, making judgments about the quality of 
life in the cities they leave behind. This is true to some extent: 
when a city shrinks in size, the reasons are usually economic. 
In most shrinking cities, unemployment is high and business 
opportunities are either unexploited or unavailable.11 

Yet, urban decline occurs even in regions that prospering. In 
some cases, the reasons have to do with urban environmental 
degradation, inner-city decay and suburbanization. The 
reality today is that not even big urban centers are protected 
from population loss. They are also threatened by some of 
the urban and environmental manifestations of economic and 
population decline, such as abandonment of residential areas 
and obsolete industrial areas, wastage of infrastructure and 
deterioration of the inner city, among others.   

s

Years of civil war in Afghanistan led to abandonment of residential and commercial areas in cities such as Kabul.
©Rasna Warah
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In order to arrest out-migration from cities, poli-
cymakers and urban planners should consider the 
following:

•	 Management of shrinking cities requires in-
novative skills and strategies for “keeping 
people”, or containing population flight. 

•	 Flexible design and placement of assets (such 
as industrial infrastructure, commercial build-
ings, and infrastructure for water, sewage, 
electricity, and industrial land) facilitate trans-
formation into new uses when necessary.

•	 Regional connectivity and networking schemes 
aid cooperative public policy in changing urban 
areas.

•	 Public-private partnerships allow for innova-
tion, renewal and for adapting fiscal bases of 
cities.

•	 Knowledge transfer and economic diversifica-
tion assist regions in moving from outdated 
economic activities to new businesses and 
sources of revenue.

•	 Urban policies should facilitate planning for in-
dustrial environmental impacts in the declining 
phases of cities, and for management of the 
environmental legacy of industrial activities.

•	 Issues surrounding the environmental legacy 
of shrinking cities are a global phenomenon: 
planners and policymakers need to be aware 
of the environmental changes that lead to 
shrinkage (drought, climate change); and the 
ways in which shrinkage leads to environmen-
tal changes (mining, heavy industry).

Planning for growth while anticipating decline 

Martinez-Fernandez, MC and C-T Wu (2007) Urban Development in a Different Reality, Berlin 2006.

Shrinking cities in the developing world 

In 2000, nearly 100 million people were living in cities 
whose populations were declining, representing 8.3 per cent 
of the total urban population in developing nations. Half 
of the population loss in shrinking cities took place in big 
cities of between 1 and 5 million, and almost one-fourth in 
intermediate cities of 500,000 to 1 million. These cities are 
not only experiencing a dramatic decline in their populations, 
but also in their economic and social bases.

Asian cities are the most affected by population decline; they 
account for 60 per cent of all shrinking cities in the developing 
world. Most of these cities are in China; Indian cities account 
for approximately 20 per cent. The cities experiencing 
population decline in the two countries differ in terms of size: 
in China, urban contraction concerns intermediate and big 
cities, and in India, it occurs mostly in small urban centers. 
In some cities, population loss is seasonal, often related to 
harvesting or planting seasons. Many rural migrants find 
temporary work in cities and return to their villages or small 
towns in time for the harvesting season. In these cases, urban 
population sizes of both the cities and the villages grow or 
contract, depending on the time of year and the season.  

In the cities of Latin America and the Caribbean, growth 
slowed considerably in the late 1980s – a trend that has been 
amply documented. The reality of urban population loss in 
the region, however, still goes largely unrecognized, with the 
exception of some studies that find urban sprawl and increasing 
suburbanization are responsible for population decline in 
specific parts of cities. UN-HABITAT’s analysis shows that 
some 46 cities in the region, mainly in Brazil, Mexico and 
Venezuela, experienced population loss in the 1990s. 

In African cities, signs of decline are almost negligible. Some 
urban areas, however, are either experiencing slow growth 
or are suffering from population loss. This phenomenon is 
confined mainly to small towns and cities. The UN-HABITAT 
analysis of urban growth from 1990 to 2000 reveals that of 
the 11 African cities that experienced declining populations, 

10 were small cities.12 It is possible that some cities lost 
populations as a result of war, disasters or civil conflicts, but 
in most cases, population loss has been a transitory process. 
Recent studies on migration and urbanization in Africa have 
produced empirical evidence demonstrating new patterns of 
return migration from urban to rural areas that may have an 
impact on population decline in the future. These patterns 
are more visible in once-booming economies such as Côte 
d’Ivoire, Cameroon and Zimbabwe and are apparently fuelled 
by the high cost of living in urban areas, unemployment and 
the relatively low cost of food, education and housing in 
rural areas.13 In many African countries, migration to a city 
is often temporary, as many migrants retain their rural roots 
even while working in the city. This also explains why the 
majority of woman-headed households in Africa are found 
in rural areas, as males tend to migrate to cities, leaving their 
wives and children behind.14

Why are some cities in developing
countries shrinking?

The UN-HABITAT analysis of 143 cities with declining 
populations in the developing world provides a preliminary 
overview of the causes behind these changes, which can be 
grouped into four types.15

Suburbanization and the growth of nucleations

This process involves the systematic rapid growth of areas 
on the outskirts of cities, while growth in the inner core 
slows down, remains stagnant or declines. Suburbanization 
is associated more with urban sprawl than with urban 
decline per se. However, the movement of populations out 
of a city’s borders may not always mean that residents are 
moving to peri-urban municipalities or to the countryside; 
their movement may also be to neighbouring cities with 
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different politico-administrative structures. Many formerly 
monocentric cities in the developing world are becoming 
increasingly polycentric, developing urban nucleations 
with their own downtowns, employment centres and other 
features of independent cities. These adjacent urban areas 
expand their populations, often at the expense of the original 
city that experiences a decline in population, accompanied by 
a decline in economic activities and opportunities. In other 
cases, economic growth provokes land use changes promoted 
by business ventures that inflate land values in some parts of 
the city; this process ends up displacing poor and middle-
income residents to neighbouring cities, thereby leading to a 
reduction in the number of inhabitants in the original city. 

Migration from the central city to suburban areas or 
neighbouring cities generates simultaneous growth and 
decline, known as the “doughnut effect”. 
This type of outward sprawl is often 
precipitated by middle- or high-income 
families who move out of the inner city 
to less-dense neighbouring cities that have 
better amenities.    

Urban sprawl does not always generate 
low-density suburban areas and new urban 
nucleations. The City of La Paz in Bolivia, 
for instance, lost an average of 10,000 
people every year from 1989 to 2003 to the 
nearby El Alto settlement, owing to lack of 
affordable housing in the capital city and 
the difficulties of expanding a city that is 
located in a small, steep basin. Those who 
moved were mostly poor urban residents. 
Urban contraction is expected to continue in La Paz, as the 
city has been experiencing a negative annual growth rate of 
approximately -1.1 per cent since the 1990s.

Studies of urbanization patterns in the developing world 
show that urban sprawl, suburbanization and the growth of 
nucleations will continue as the globalization of consumption 
patterns produces increasing homogeneity in the cities 
of the South. This trend will be further exacerbated by 
improvements in commuting technology and infrastructure, 
and the development of behaviours that drastically affect the 
dynamics of population distribution in various cities. 

Economic decline 

A number of cities are experiencing dramatic declines in their 
economic and social bases, which is related to a far-reaching 
structural crisis. Others are affected by long-term economic 
depressions or lack of economic impetus. These cities have 
lost or are losing significant numbers of people as a result of 
economic changes. The Indonesian cities of Pekalongan and 
Tegal experienced negative urban growth of -1.3 and -2.2 per 
cent, respectively, from 1995 to 2003, owing to the decline of 
processing industries; in both cases, the labour force migrated 
to the nearby larger cities of Semarang and Jakarta.  

In most cases, depopulation is provoked by obsolete 
industries and incremental declines in single factory-based 

industries, as evident in the small cities of Linhares, Brazil, 
and Valera, Venezuela, where the number of residents 
decreased by 2 per cent in the 1990s as a result of the decline 
of the main agricultural industry. The closing of a brick 
factory in Orizaba, Mexico, and the difficulties in reactivating 
the economy through new industries, explains the dramatic 
decline of population in this city that witnessed a reduction 
of more than 100,000 inhabitants at an annual growth rate 
of -6.5 per cent from 1990 to 2000. Likewise, the Chinese 
cities of Fuxin and Kaiyuan were affected by over-mining of 
coal that caused internal migrations to other cities; the cities 
subsequently lost 1.7 and 1 per cent of their populations, 
respectively. The copper mining city of Mufulira in Zambia 
experienced a massive economic decline in the late 1980s and 
1990s and a progressive reduction of inhabitants in the same 

decade; population decrease in this city was 
largely a result of investments that halted 
production and drastically reduced social 
benefits and to mine workers, impacting 
their well-being. 

Economic decline in one city can also 
lead to prosperity in another as capital and 
infrastructure investments move between 
regions and cities. This was the case in the 
city of São Caetano do Sul, part of the São 
Paulo metro area in Brazil. The city, selected 
as an industrial development pole by the 
federal government, benefited from the 
government’s infrastructural and industrial 
development during the second half of the 
20th century, but was negatively affected by 

the building of a new highway in the neighbouring district 
of San Bernando and the transfer of many businesses to a 
new industrial park located along the highway in the 1990s. 
The resulting economic decline has had a devastating effect 
on São Caetano in terms of physical decay, social problems 
and population loss, as the city experienced a negative growth 
rate of -3.4 per cent during this period.  

A similar simultaneous loss of economic dynamism, 
disinvestment and increasing unemployment in one city 
and prosperous development in nearby agglomerations or 
other competitive cities in the region are observed in Barra 
Mansa, Brazil, the port of Coatzacoalcos, and the cities of 
Tampico and Torreon in Mexico that lost population by 
-2.1, -6.5, -3.8 and -3 per cent, respectively, in the 1990s. In 
these, as in other cities, urban decline is prompted by a loss 
of employment opportunities, leading to an exodus of both 
high- and low-income residents, which leaves the city and its 
region with very few resources in terms of employment and 
fiscal base. In many cases, the decline – and possible renewal 
– of cities cannot be divorced from their wider regional 
contexts. Declining cities are almost always concentrated 
in declining regions. The decay of a cluster of four coal-
mining cities located in the Taeback Mountain Region in 
South Korea (Taeback, Jeongsun, Samcheok, and Youngwol) 
further illustrates this point. The import of cheaper oil and 
coal from international markets and the rationalization in 

Many formerly mono-
centric cities in the 

developing world are 
becoming increasingly 
polycentric, developing 
urban nucleations with 
their own downtowns, 
employment centres 
and other features of 
independent cities.
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A conveyor belt feeds broken rock into a stockpile at sunset at an open-pit copper mine in Zambia. High concentrations of sulphur dioxide emitted by its smelter and continuous 
water pollution from the mines has led to population loss in the city of Mufulira.
©Michael Fuller/iStockphoto

environmental policies between 1988 and 1993 led to a 
massive closure of mines that affected the entire Gangwon 
Province, which lost 11 per cent of its urban population from 
1985 to 2002.16 

  
Selective decline

There is no doubt that economic decline and the loss of 
employment opportunities are the primary causes of urban 
contraction. Other factors are intimately linked to the 
demographic decline of cities, as well: political decisions 
involving change of city status and reduction of investments, 
and the entrenchment of poor-quality urban environments, 
have led to selective decline in some cities.  

The city of Nkongasamba in Cameroon experienced a 
population decline (-1.3 per cent per year) from 1986 to 
1998, mainly because of the progressive loss of its political 
importance over the last three decades, which has negatively 
affected investments and has reduced political and economic 
support from the province and the central government. The 
difficulties in generating adequate infrastructure and public 
amenities, and the diversion of the highway and related 
economic activities, exacerbated the outward migration 
from Nkongasamba. Other forms of social and economic 

segregation, combined with local conflicts and increased 
tensions partially explain the depopulation of some cities, 
including Ambon, Indonesia, which reduced its population 
by -1.3 per cent, and the Venezuelan cities of Guarenas and 
Catia la Mar, which lost population at a annual rate of -1.2 
and -1.9 per cent, respectively.

Other cities lose populations because of serious 
environmental problems that overlap with other economic 
and social factors. This is the case, for instance, in the Indian 
city of Singrauli, the country’s energy capital. The city has 
seven coal mines and 11 thermal plants; many Singrauli 
residents were relocated when the government built a reservoir 
and power plants nearby, and when poisonously high levels 
of mercury pollution were discovered. As a result, Singrauli 
experienced negative growth, at a rate of -1.3 per cent, 
between 1990 and 2000. A similar situation exists in the city 
of Minatitlan, Mexico, the population of which contracted 
at an annual pace of -2.6 per cent between 1990 and 2000 
as a consequence of the local decline in the oil industry and 
the contamination associated with oil exploration. Likewise, 
the Zambian city of Mufulira has experienced population loss 
because of high concentrations of sulphur dioxide emitted by 
its smelter and continuous water pollution from the mines, in 
addition to political and economic problems.
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An abandoned building in Philadelphia, U.S.A.: Economic decline often leads to population decline in cities.
©iStockphoto

Reclassification of cities

Cities in the developing world grow through natural 
increase, migrations and the reclassification of rural areas as 
urban centres. Through reclassification, the city’s boundaries 
are redefined, villages abolished and towns established. In 
recent years, the annexation of surrounding areas by cities has 
become one of the main determinants of urban growth and 
urbanization.  

In some cases, the opposite happens: adoption of new 
administrative rules and settlement definitions can lead to urban 
contraction, simply as a consequence of boundary drawing. 
As cities are divided into smaller administrative urban areas, 
their physical space and number of inhabitants shrinks. This 
has happened in several Chinese cities – namely, Chaozhou, 
Yancheng, Jingmen, Pingxiang, Xiaogan, and Yulin–Guangxi – 
which were reduced from a prefecture level, with a population 
of more than 1 million inhabitants, to county-level cities and 
counties with populations of approximately half a million 
people. Other intermediate Chinese cities with populations 
of between 500,000 and 1 million residents were also divided 
into smaller urban administrative units, leading to population 

losses that varied from 9 to 1 per cent, particularly in the 
cities of Heyuan, Jincheng, Qingyuan, Yangiiang, Quijing, 
Deyang, and Huaihua. In other cases, the creation of new 
political regions and municipalities near a city provokes loss 
of population in the existing city, as happened with Nova 
Iguaçu in Brazil, which reduced its population by -6.2 per 
cent with the creation of Belford Roxo, Querimados, Japeri, 
and Mesquita municipalities in the beginning of the 1990s. 

Is urban contraction a trend of the future?

While debate on the consequences of shrinking cities is 
intense in North America and Western and Central Europe, it 
is not yet a well-recognized issue in the developing world. The 
problem of shrinking cities in developing regions is woefully 
underrepresented in international comparative research 
despite the links between urban population growth and 
decline. This report provides a first insight into the scope of 
the urban contraction process in the developing world and also 
explores some of the different possible causes for it, producing 
a preliminary typology aimed at better understanding this 
phenomenon. 
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Notes

The municipality of Leinefelde-Worbis in the for-
mer East Germany has succeeded in addressing 
the problems faced by shrinking cities through 
an innovative and integrated participatory ap-
proach to urban regeneration. The living envi-
ronment has been significantly upgraded, with 
redundant housing stock demolished and more 
than 2,500 apartments refurbished to high envi-
ronmental standards. As a result of the project, 
the economy has revitalized and depopulation 
trends have gradually been reversed.

The “ZukunftsWerkStadt” project aimed to 
achieve sustainable urban development in the 
context of the dramatic changes in East Germany 
after reunification. It sought to dramatically im-
prove living conditions, urban infrastructure and 
the urban environment; create new job opportu-
nities; promote affordable and attractive housing 
opportunities in a diversified and balanced hous-
ing market; improve social and economic stabil-
ity; and encourage active community life.

The creation of employment has been a key as-
pect of the approach, as has the revitalization 
of infrastructure, both physical and social. The 

improved living conditions and resurgent local 
economy have created a base for social and fi-
nancial stability. High-quality public services and 
infrastructure, including access to good schools, 
an efficient and convenient public transport sys-
tem and facilities for sports and leisure pursuits, 
have made the city attractive to new migrants 
and encouraged residents to stay. The munici-
pality’s integrated approach and work with pri-
vate partners created essential conditions for 
sustainable private investment in the locality, 
and the new urban environment is attracting 
new residents.

A range of options were developed to deal with 
the municipality’s various housing problems. 
With growing unemployment rates, many inhab-
itants of this small town, comprising just 20,000 
inhabitants, had left for other more prosperous 
regions in Germany. The low-quality, standard-
ized prefabricated units they left behind made up 
the bulk of the housing stock. Architectural com-
petitions were held for all key projects and high 
environmental standards were applied through-
out, whether for new construction, refurbish-
ment or demolition of surplus apartments. 

The project strategy has given residents, land-
lords, businesses and the municipality a positive 
economic outlook.  The spatial anonymity of 
socialist urbanism has been replaced with clear 
distinctions between private and public spaces. 
Different housing types and sizes have been de-
veloped to encourage diversity.

The investment has been largely absorbed by 
the local building trade and the job market, 
which has been advantageous to the local 
community. Leinefelde-Worbis currently hosts 
1,200 businesses, and its unemployment figure 
of 15.1 per cent is significantly lower than the 
regional (Thuringia) average of 18.1 per cent. 
The municipal debt is one-third lower than the 
regional average, despite its below-average per 
capita tax income. Families with young children 
are taking advantage of the improved schooling 
and living environment, and elderly and retired 
people are utilizing the improved local services. 
In addition, 1,300 people commute regularly 
into the town, and the 6 per cent increase in 
population in 2006 indicates that people are re-
turning to the area. 

Urban regeneration halts population decline in a European town

Source: Building and Social Housing Foundation, 2008.

1	 The rationale for choosing this sample of cities is explained in Chapter 1.2.
2	 Calculations based on years for which data exists.
3	 Data on the decline of population in the city refers to the entire city or a part 

of the city in a metropolitan region. 
4	 Indonesia’s Urban Studies, 2007 and Rustiadi & Panuju, n.d. 
5	 National Statistics Office South Korea, 2005. 
6	 Refer to various documents of the Shrinking Cities Association. 
7	 Martinez Fernandez & Chung-Tong, 2007. 
8	 Ibid. 
9	 Sitar & Sverdlov.  
10	 In the last five years, the situation has changed significantly. The term 

“shrinkage” has become common across Europe. Today, for instance, 
innumerable activities and events in Germany deal with the shrinkage issue. 

Refer to Thorsten, 2006.
11	 Delken, 2007. 
12	 Yet, data in this region is quite questionable not only because of the lack of 

consistent definitions and problems of city boundaries that are common to 
other regions, but also because of the structural weakness of the statistical 
systems.  

13	 Beauchemin & Bocquier, 2004. 
14	 UN-HABITAT, 2006a.
15	 Wiechmann Thorsten suggests a typology based on four types: 

suburbanization, industrial transformation, selective collapses, and political 
strategies. Refer to the Thorsten, 2006. 

16	 Shin, 2006.

At present, it is difficult to predict whether the trend of urban 
decline in the cities of the developing world will continue into 
the future. It may be that contraction represents a broader 
phenomenon of an urban life cycle that is only emerging 
now. Declining fertility rates coupled with changes in rural-
to-urban migration flows may contribute to the decline 
of populations in some towns and cities. From a physical 

perspective, shrinking cities are characterized by abandoned 
or vacant commercial sites, deserted or unoccupied houses, 
wasted infrastructure, and neighbourhoods in physical decay. 
This phenomenon could be arrested through strategies that 
enhance the liveability and economic viability of cities, and 
through diversification of economic activities to attract people 
and investments.
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SOCIAL HARMONYPart Two

02
In many cities, wealth and poverty co-
exist in close proximity: rich, well-serviced 
neighbourhoods are often located next to dense 
inner-city or peri-urban slum settlements that 
lack basic services and adequate shelter. A city 
cannot claim to be harmonious if some groups 
concentrate resources and opportunities while 
others remain impoverished and deprived. 
Income inequalities and shelter deprivations 
within cities not only threaten the harmony of 
cities, but of countries as well, as they create 
social and political fractures within society that 
fuel social unrest. 

Part 2 presents preliminary findings of a global 
analysis of income and consumption inequality 
at the city level. The overall conclusion drawn 
from the findings is that inequality within cities 
is high in the developing world, especially in 
Latin America and sub-Saharan Africa, and 
in some cities, it is actually rising. Part 2 also 
looks at levels of shelter deprivation in various 
cities and concludes that not all slum dwellers 
suffer from the same degree or magnitude of 
deprivation and not all slums are homogenous. 
However, inequalities and levels of deprivation 
vary widely among regions and countries. These 
differentiated levels of social inequality and 
exclusion can adversely affect cities’ and regions’ 
social and economic development. 

Artist’s impression
©Moshi

s



49



50

ST
AT

E 
OF

 T
HE

 W
OR

LD
’S

 C
IT

IE
S 

20
08

/9

2.1
Why Urban Inequality 
Matters 

Equality versus equity 

“Equality” refers to having the same status in all aspects of life, including income. Equal distribution of income or resources, however, may 
not always be desirable or possible, as when incomes are generally low or when equal distribution would not produce desirable development 
outcomes or incentives for growth. “Equity”, or the distribution of opportunities such as equal access health care and education in a manner that 
is fair and just, is therefore seen as a more appropriate response to growing disparities in societies around the world. Equity concerns levelling the 
playing field so that disadvantaged groups benefit from a larger share of public resources than the rest of the population until they “catch up”, 
after which they can share more equally in the overall pool of resources. Equity can be difficult to measure, so for the purposes of this report, 
income and access to shelter are used to determine levels of equality. The solutions proposed in this report for reducing inequalities are based 
on the concept of equity.

Over the past few decades, the world has 
witnessed an increase in income inequalities. 
Rising inequalities in the latter half of the 20th 
century have been recorded in all regions of 

both developed and developing countries. Between 1990 and 
2004, the share of national consumption by the poorest fifth 
of the population in developing regions dropped from 4.6 
to 3.9 per cent. In the high-growth economies of East Asia, 
notably China and Viet Nam, inequalities have risen steadily 
since the late 1980s. Inequalities have also increased in low-
income countries such as Bangladesh, Nepal and Sri Lanka, 
and in middle-income countries such as Argentina. Regionally, 
Africa and Latin America have the world’s highest levels of 
inequality, with many countries and cities experiencing 
widening disparities between the rich and the poor. In both 
regions, the poorest fifth of the population accounts for only 
3 per cent of national consumption.1

Although social and economic disparities exist in every 
society, and relative inequalities – which depend on a variety 
of factors, including natural endowments, cultural norms, 
individual capacities, and the like – will always exist, extreme 
inequalities have historically been less tolerated by societies 
over time. Often, it is not the actual degree of inequality 
that matters, but rather perceptions of it. When people 
perceive inequalities to be the result of unfair processes and 
unequal distribution of opportunities, they are less likely 
to accept them than if inequalities are perceived to be the 
result of differences in individual effort.2 These perceptions 
often create conditions in which social unrest or conflict 
can flourish, as gross inequalities are associated with unjust 
systems that perpetuate poverty, hamper upward mobility 

and exclude the majority. Quite often it is not inequalities per 
se that fuel conflict, but rising expectations. Individuals and 
groups are more likely to engage in violence or generate social 
unrest if they perceive a gap between what they have and what 
they believe they deserve.

Inequalities take various forms, ranging from different 
levels of human capabilities and opportunities, participation 
in political life, consumption, and income, to disparities in 
living standards and access to resources, basic services and 
utilities.3 Although the traditional causes of inequality – such 
as spatial segregation, unequal access to education and control 
of resources and labour markets – have persisted, new causes 
of inequality have emerged, such as inequalities in access 
to communication technologies and skills, among others. 
“Digital exclusion”, for instance, has exacerbated inequalities 
within sub-Saharan Africa and resulted in the further 
marginalization of the region within a globalizing economy. 4

A society cannot claim to be harmonious if large portions 
of its population are deprived of basic needs while others live 
in opulence. A city cannot be harmonious if some groups 
concentrate resources and opportunities while others remain 
impoverished and deprived. Income inequalities not only 
threaten the harmony of cities, but also put the harmony 
and stability of countries at risk, as they create social and 
political fractures within society that threaten to develop into 
social unrest or full-blown conflicts. An excessive distributive 
polarization of income and wealth challenges social cohesion 
in many parts of the world, and the demands for narrowing 
social distance are in fact demands for social inclusion, social 
mobility and equal opportunities; in short they are demands 
for human dignity. 
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Gini coefficient value What it means

0.6 or above Extremely high levels of inequality, not only among individuals, but also among social groups (known as “horizontal inequality”). 
Wealth concentrated among certain groups at the exclusion of the majority. High risk of social unrest or civil conflict.

0.5-0.59 Relatively high levels of inequality, reflecting institutional and structural failures in income distribution.

0.45-0.49 Inequality approaching dangerously high levels. If no remedial actions are taken, could discourage investment and lead to 
sporadic protests and riots. Often denotes weak functioning of labour markets or inadequate investment in public services and 
lack of pro-poor social programmes.

0.40 International alert line – inequality threshold

0.3-0.39 Moderate levels of inequality. Healthy economic expansion accompanied by political stability and civil society participation. 
However, could also mean that society is relatively homogenous – that all groups are generally rich or poor – and, therefore, 
disparities are not reflected in income or consumption levels. 

0.25-0.29 Low levels of inequality. Egalitarian society often characterized by universal access to public goods and services, alongside 
political stability and social cohesion. 

Measuring inequality at the city level

Source: UN-HABITAT Monitoring and Research Division, 2008.

The Gini coefficient is a useful metric for 
understanding the state of cities with regard 
to distribution of income or consumption. It is 
the most widely used measure to determine 
the extent to which the distribution of 
income or consumption among individuals 
or households deviates from a perfectly 
equal distribution. Other less commonly used 
measures of inequality include the decile 
dispersion ratio, which presents the average 
income or consumption of the richest 10 per 
cent of a population divided by that of the 
poorest 10 per cent; the share of income or 
consumption of the poorest; and the Theil 
index. This report uses the Gini coefficient. Data 
on distribution of income and consumption is 
derived primarily from national household 
surveys and censuses.

A Gini coefficient of 0 indicates perfect 
equality, whereas a Gini coefficient of 1 
indicates perfect inequality. Higher values, 
therefore, denote greater inequality, but 
the correspondence of the ratio to specific 
conditions is complicated. Generally, cities 
and countries with a Gini coefficient of 
between 0.2 and 0.39 have relatively equitable 
distribution of resources; they typically enjoy 
social stability and high levels of economic 
development. A Gini coefficient of 0.4 denotes 
moderately unequal distributions of income or 
consumption; it is the threshold at which cities 
and countries should address inequality as a 
matter of urgency. Cities and countries with 
a Gini coefficient of 0.6 or higher suffer from 
extremely high levels of inequality as a result 
of inadequately functioning labour markets, 
sluggish economies, or structural problems 
of wealth distribution or institutional failure, 
which put them at high risk of instability.

Levels of inequality should not be confused 
with levels of poverty. While poverty 
corresponds to degrees of specific deprivations, 
measurements of inequality capture the 
entire distribution of income, or the intensity 
of concentration of income. 

Income or consumption inequality is usually 
measured at the country or regional level; few 
studies or surveys examine these inequalities 
at the city level. The findings presented in 
this report are the first to compare levels of 
inequality in a relatively large sample of cities 
in the developing world. Using a dataset of Gini 
coefficients in 94 cities from 47 countries, an 
additional 68 countries with data aggregated 
at the overall national urban level, and 61 
provinces with data at the urban level, the 
findings present urban inequalities in a total 
of 72 countries. The years for which changes in 
urban inequalities at the national or city level 
are calculated range from 1983 to 2005.  

The Gini coefficient data for Latin America and 
the Caribbean was produced especially for this 
report by the statistical and social development 
division of the UN Economic Commission for 
Latin America and the Caribbean (ECLAC), 
which calculated the Gini coefficients for all 
selected cities using household surveys from 
1989 to 2006. All these surveys have a module 
on income and the method of estimation is 
explained in the document by Cfr. F. Medina, 
“Consideraciones sobre el índice de Gini para 
medir la concentración del ingreso”, Serie 
Estudios Estadísticos y Prospectivos, No. 9, 
CEPAL, Santiago de Chile, marzo de 2001. 

To obtain Gini coefficient data for Asia, UN-
HABITAT’s Monitoring and Research Division 
worked with the statistical division in the UN 

Economic and Social Commission for Asia 
and the Pacific (ESCAP), which calculated Gini 
coefficients for Asian cities and urban areas 
using different sources, including national 
surveys, censuses and data produced by 
national statistics offices in various countries. 

The Gini coefficient data for African cities and 
urban areas was more difficult to obtain as 
there is no central depository of such data in 
the region, and also because many countries 
do not conduct surveys or censuses that 
collect information at the city or urban level. 
Where such information exists, UN-HABITAT 
worked with various partners, mostly national 
statistics offices, to obtain and analyze the 
data. Additional data was obtained through 
literature research that cites Gini coefficient 
data produced by national or international 
organizations in various countries. For 
instance, the Gini coefficient data for South 
African cities was obtained from the South 
African Cities Network; data for Kenyan cities 
and urban areas was derived from a recently-
published integrated household budget 
survey, while the Gini coefficient data for 
Kenyan, Tanzanian and Ugandan cities and 
towns within the Lake Victoria region was 
produced by UN-HABITAT using its own urban 
inequities surveys. 

The table below provides a general guide 
to the social causes and consequences 
associated with different values of the Gini 
coefficient. It is important to note, however, 
that not all societies respond to inequalities 
in the same way; perceptions, belief systems, 
cultural norms, and collective modes of 
action often play a role in determining which 
societies have a higher level of “tolerance” for 
inequalities than others.
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Cities can grow economically without 
increasing inequalities

In the last few years, there has been intense debate about 
whether or not inequalities are a natural consequence 
of economic growth and development. Since the 1950s, 
economists and researchers (notably, W. Arthur Lewis and 
Simon Kuznets), have stipulated that in the early stages of a 
country’s development, inequalities intensify up to a certain 
stage as low-wage agricultural labour migrates to the higher-
wage industrial sector. As aggregate incomes increase and as a 
country develops, inequalities decrease in the long term.5 

Inequalities have thus been viewed as “good” for economic 
growth and development in the initial stages of a country’s 
development, as they allow industries to take advantage of 
cheap labour in order to reinvest profits. Capital accumulation 
has also been seen as a positive outcome of inequality because 
it allows investments in sectors that would reduce poverty 
and inequality in the long term. Others have also argued that 
inequalities are an unavoidable side effect of liberalization and 
globalization and that inequality is the price countries need to 
pay for economic growth. 

Previously accepted views are increasingly being challenged, 
however. Recent evidence6 shows that the benefits of economic 
growth are not realized in societies experiencing extreme levels 
of inequality and poverty. In fact, when inequality and poverty 
levels are very high, as they are in many cities of the developing 
world, economic growth does not benefit all groups, and can 
actually increase levels of poverty in a country. Evidence also 
suggests that economic growth benefits larger groups of people 
when it occurs in egalitarian societies. The benefits of growth 
are “absorbed” better by equal societies than unequal ones, as 
the latter tend to concentrate the benefits of economic growth 
among select groups, leaving the majority behind. It is thus 
argued that reducing levels of inequality permits people at the 
lower end of the wealth or income scale to fully exploit their 
capabilities and contribute to human capital development that 
in turn has positive impacts on overall labour productivity 
and contributes to accelerated economic growth. This part 
of the report validates the idea that equality and economic 
development are not conflicting variables, but in fact maintain 
a relationship that is mutually reinforcing. Cities can grow 
without generating further inequalities, and can thus be sites 
of opportunity for more harmonious development.

The relationship between economic growth and urban 
income inequality is neither simple nor correlational, and 
it depends to a large extent on forward-looking planning 
or mitigation efforts on the part of governments and other 
actors. Evidence shows that in many cities and countries, 
rising economic growth rates do not automatically lead to 
higher levels of inequality. UN-HABITAT analysis of urban 
inequalities in 28 developing countries7 showed that while 
positive economic growth since the early 1980s has been 
accompanied by a rise in urban income inequalities in 43 per 
cent of the countries, 46 per cent of the countries managed to 
reduce urban income inequalities in an environment of positive 

economic growth, as measured by the Gini coefficient for each 
country. And in 7 per cent of the sample, positive economic 
growth had virtually no impact on urban inequality levels8 
(Fig. 2.1.1). Interesting findings were also reflected at the city 
level. UN-HABITAT analyses of 94 cities in 47 developing 
countries show that while some cities, such as Beijing, Accra, 
Maputo and Dar es Salaam, experienced rising inequalities 
in an environment of positive economic growth, in other 
cities, such as Phnom Penh and Kigali, inequalities remained 
constant in an environment of high economic growth – their 
Gini coefficients did not change. 

Malaysia provides useful lessons in managing high levels of 
economic growth while reducing poverty and inequality. In 
Malaysia, urban income inequalities have decreased steadily 
since 1979, although the levels of inequality in this country 
are generally higher than in many other Asian countries. 
Rapid economic growth has also helped reduce levels of urban 
poverty, which fell from 18.7 per cent of the urban population 
in 1979 to 2.4 per cent in 1997.9 Reductions in inequality 
and poverty were achieved through social programmes for 
the poor in the short term and investment in human capital 
and infrastructure, including skills development and gender 
equity, in the long term. 

Changes in levels of urban inequality should also be 
understood in the context in which they occur. As Figure 
2.1.1 indicates, unprecedented economic growth rates in 
China, India and Malaysia in the last two decades have had 
different outcomes in urban areas. For instance, even though 
India experienced high economic growth throughout most of 
the 1990s, urban inequalities in the country remained more 
or less constant and there was no dramatic reduction in levels 
of poverty. In China, urban inequalities have been rising since 
the 1990s, but gross domestic product (GDP) per capita 
has quadrupled and poverty levels have dropped drastically. 
Urban inequalities in China are tempered, however, by the 
fact that until recently, urban residents had access to public 
housing subsidies, private housing imputed rent, pension, 
free medical care and educational subsidies that were not 
so easily available to rural populations. Of more concern to 
the Chinese authorities is the income gap between rural and 
urban populations: in 2003, per capita disposable income 
of urban residents was more than three times that of rural 
residents, making China one of the countries with the highest 
rural-urban inequalities in the world.10 On the other hand, 
Malaysia, which has levels of urban inequality that are higher 
than those of both India and China, has managed to reduce 
both inequality and poverty levels in the last 30 years, largely 
owing to systematic implementation of pro-poor policies 
since the 1970s. 

It is important at this point to move beyond the relationship 
between economic growth and income inequality towards 
a closer examination of key emerging economies that 
suggest the positive welfare effects of accelerated economic 
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Kuala Lumpur: Urban inequality and poverty levels in Malaysia have been decreasing since the 1980s.
©Loke Yek Mang/Shutterstock

growth could outweigh the negative effects of rising relative 
inequality. Furthermore, aggregate welfare gains can be 
maximized by prioritizing the provision of basic services to 
lower income groups. 

China and India, which have been experiencing 
staggeringly high economic growth rates since the 1990s, 
provide useful lessons in this regard. Interestingly, both 
India and China see their cities as engines of export- and 
services-oriented economic growth from which they can 
draw maximum benefits.11 However, the consequences of 
urban expansion and growth have been quite different in 
both countries. China, which had extremely low levels of 
inequality in the 1980s and 1990s, was able to lift more 

than 500 million people out of $1-a-day poverty between 
1981 and 2004.12 On the other hand, India, which had 
higher levels of inequality during this period, only managed 
to raise 60 million people above the poverty line between 
1983 and 2000, although it has been suggested that access 
to subsidized food and other subsidies substantially reduced 
levels of vulnerability among the urban poor.13 This suggests 
that countries that have low levels of income inequality to 
begin with have a better chance of reducing poverty than 
those in which inequalities are relatively high. World Bank 
analyses show that on average, for countries with low levels 
of income inequality, a 1 percentage point growth in mean 
incomes could lead to a 4 percentage point reduction in the 
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TABLE 2.1.1: Change in urban inequalities (Gini coefficient) and GDP per capita (PPP) in selected countries

Urban Gini coefficient GDP per capita (PPP, current US$, country data)
Country year Gini year Gini % change 

per annum
year GDP per 

capita
year GDP per 

capita
% change 

per annum
Algeria* 1988 0.39 1995 0.35 -1.64% - 1988 4110 1995 4531 1.39% +
Egypt** 1990 0.34 1997 0.39 1.78% + 1990 2284 1997 3061 4.18% +
Morocco** 1990 0.377 1998 0.377 0.00% 1990 2724 1998 3502 3.14% +
Benin** 1999 0.48 2002 0.45 -1.87% - 1999 929 2002 1046 3.95% +
Botswana* 1985 0.54 1993 0.54 0.00% 1985 2598 1993 5195 8.66% +
Côte d’Ivoire* 1993 0.489 1998 0.487 -0.07% - 1993 1334 1998 1633 4.04% +
Cameroon* 1983 0.45 1996 0.47 0.33% + 1983 1616 1996 1600 -0.08% -
Ethiopia** 1994 0.46 2000 0.43 -0.93% - 1994 651 2000 814 3.72% +
China* 1988 0.23 2002 0.32 2.36% + 1988 1173 2002 4782 10.04% +
Bangladesh** 1991 0.31 2000 0.37 2.01% + 1991 1020 2000 1543 4.60% +
Nepal* 1985 0.26 1996 0.43 4.57% + 1985 651 1996 1138 5.08% +
Sri Lanka* 1990 0.37 2002 0.42 1.06% + 1990 1922 2002 3739 5.55% +
Pakistan** 2000 0.32 2004 0.34 1.22% + 2000 1880 2004 2187 3.78% +
India** 1993/4 0.35 1999/2000 0.34 -0.05% - 1994 1659 2000 2364 5.90% +
Cambodia** 1994 0.47 2004 0.43 -0.74% - 1995 1253 2004 2381 6.42% +
Viet Nam* 1993 0.35 2002 0.41 1.76% + 1993 1192 2002 2348 7.53% +
Brazil* 1990 0.61 2005 0.60 -0.07% - 1990 5,241 2005 8,402 3.15% +
Chile* 1990 0.54 2006 0.52 -0.24% - 1990 4,686 2005 12,027 6.28% +
Colombia* 1999 0.56 2005 0.59 0.87% + 1999 5,750 2005 7,304 3.99% +
Ecuador* 1990 0.46 2005 0.51 0.69% + 1990 2,639 1999 3,419 1.73% +
Guatemala* 1989 0.56 2004 0.53 -0.37% - 1989 2,647 2004 4,401 3.39% +
Mexico* 1992 0.51 2005 0.50 -0.15% - 1992 6,920 2005 10,751 3.39% +
Uruguay* 1990 0.51 2005 0.45 -0.83% - 1990 5,723 2005 9,962 3.70% +
Venezuela* 1990 0.46 1994 0.48 0.30% + 1990 4,702 2002 5,449 1.23% +
El Salvador* 1991 0.495 2000 0.503 0.18% + 1991 3,092 2000 4,597 4.41% +
Honduras* 1990 0.55 1999 0.50 -1.06% - 1990 2,239 1999 2,725 2.18% +
Nicaragua* 1993 0.525 1998 0.530 0.19% + 1993 2,284 1998 2,802 4.09% +
Peru* 1991 0.43 1997 0.45 0.76% + 1991 3,228 1997 4,589 5.86% +

Figure 2.1.1: Urban inequalities in China, India and Malaysia, 1969-2002

Source: UN-HABITAT, Global Urban Observatory, 2008.
Data for India is from Raghbendra Jha, “Reducing and Inequality in India: Has Liberalization Helped” which was prepared for the WIDER project by UNU.
Data for China is from UNDP, National Human Development Report in China, 2005.
Data for Malaysia is from Ragayah Haji Mat Zin, “Improving Quality of Life after the Crisis: New Dilemmas” Malaysian Journal of Economic Studies; Jun-Dec 2001.
Note: India’s Urban Gini coefficient is for consumption, while Urban Gini coefficients for China and Malaysia are for income.

Source: UN-HABITAT Global Urban Observatory, 2008.
Data from various sources, mostly national surveys between 1983 and 2005. 
Note: * Urban Gini coefficient for income
** Urban Gini coefficient for consumption
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A bazaar in Delhi: Urban inequalities in India are relatively low, but poverty remains a perennial problem.
©Galina Mikhalishina/Shutterstock

incidence of $1-a-day poverty. In countries in which income 
inequalities are high, the same level of growth could result in 
little or no reduction in poverty.14 However, while China has 
been successful in reducing poverty levels on a large scale, 
it has been unable to bridge the rising inequalities between 
rural and urban residents, which suggests that the benefits of 
economic growth have tended to favour urban populations.

The limited impact of economic growth on poverty 
reduction in India could also be partly explained by the fact 
that India assigns a relatively low priority to enforcement of 
policies for the provision of public goods, while industrial 
policies are given high priority status; China, on the other 
hand, emphasizes both, at least in urban areas.15 In China, the 
strong influence of the state in determining policies has been 
influential in managing the country’s urbanization process, 
whereas in India, the influence of local institutions, including 
non-governmental organizations and the private sector, have 
led to a kind of “spontaneous” urbanization associated with 
liberalization and consensual decision-making.16 China’s sharp 
drop in poverty levels, for instance, have been attributed to 
deliberate agrarian reforms, lower taxes on farmers, investment 
in urban infrastructure and macroeconomic stability17; 
in India, on the other hand, the role of the state has been 

comparatively weak in terms of infrastructure development, 
regulation and enterprise control. 

As China increasingly moves toward a market-based 
economy, however, inequalities in cities and between rural and 
urban areas may continue to rise. Meanwhile, the Government 
of India is tackling poverty and inequality in its cities through 
the National Urban Renewal Mission, which was launched in 
2005 and which aims to reduce poverty in 63 Indian cities. 
Implementation of this seven-year programme may help to 
bring about large-scale improvements in service delivery and 
infrastructure in Indian cities, which could impact urban 
poverty and inequality levels.18

Inequalities also have a dampening effect on economic 
efficiency: they raise the cost of redistribution and affect the 
allocation of investments, while also creating an unfavourable 
environment for economic growth and development. Income 
inequalities impact education and health care outcomes 
and reduce economic opportunities. In some cases, extreme 
inequalities can create social and political fractures within 
society that have the potential to increase social unrest or 
develop into full-blown conflicts, which discourage investment 
and induce greater government spending on non-productive 
sectors, both of which impact economic growth.19 
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The social consequences of inequality in cities

High levels of inequality do not just hamper poverty 
reduction and economic growth – they impact all aspects 
of human development. Abundant empirical evidence 
demonstrates that inequalities affect a host of human 
development outcomes, including health and education. In 
cities and countries where inequalities abound and persist, 
there is a chronic dearth of non-monetary resources for the 
urban poor, including limited access to opportunities and 
social mobility. The poor themselves perceive these cities as 
places with limited prospects, as advantages accrue to a few 
at the expense of the majority. This is even more evident in 
places where endemic poverty and high levels of inequality 
persist alongside visible signs of wealth, creating risks of local 

tensions, social and political fracturing, forms of violent 
redistribution of property and widespread social explosion of 
unpredictable consequences. 

Thus, in addition to creating greater social vulnerability 
by limiting access to basic services, public amenities and 
opportunities, inequalities are also increasingly associated with 
social tensions, conflict and different forms of social unrest. 
Conflicts of this nature cause destruction of infrastructure 
and property and significant human capital losses through 
death, displacement and forced migration. In short, conflicts 
turn back the development clock by several years.

Social unrest, in turn, forces governments to increase the 
amount of public resources devoted to internal security – 

s

Youths in Kibera slum in Nairobi carry crude weapons ready to fight youths from a rival side. Rising inequalities have been blamed for the violence that engulfed the country after the 
General Elections in 2007.
©Julius Mwelu/IRIN
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resources that might have otherwise been invested in more 
productive sectors of the economy or in social services. As 
inequalities rise, the poor and disenfranchised are likely to 
engage in behaviours that the state perceives as leading 
to instability, forcing the political and economic elite to 
resort to different forms of repression, using resources that 
were designated for redistribution. This scenario risks the 
formation of “bandit” economies, in which the few who have 
access to state resources and security benefit at the expense of 
the majority. 

Gross inequalities also substantially reduce incentives to 
participate in the formal labour force, as those outside of it 
often perceive few or no prospects for upward mobility in 
formal-economy jobs. Lack of opportunity in the legitimate 
labour force may motivate the poor and marginalized to 
engage in illegal activities and to divert their resources away 
from formal, productive activities into informal activities that 
are not subject to taxation, and which may have negative 
social consequences. 

In cities, inequalities manifest themselves physically, as 
wealth and poverty are often spatially concentrated. In 
many cities, rich, well-serviced neighbourhoods and gated 
residential communities are often located near dense inner-
city or peri-urban slum communities that lack even the most 
basic services. This form of spatial inequality can often have 
more serious consequences than income inequality, as the poor 
and the rich are physically separated in enclaves that generate 
mistrust and alienation, eventually triggering various forms 
of social discontent. In many cases, slums become the sites of 
riots and violent protests. In 2005, South Africa reported 881 
protests in urban slums, at least 50 of which turned violent20; 
three years later, in 2008, slums in Johannesburg became the 
sites of more violence as unemployed South Africans vented 
their anger at immigrants from other African countries, 
while rising food prices sparked protests in several other 
cities in Africa, Asia and Latin America. In China, increasing 
disparities between rural and urban populations and among 
regions have also been accompanied by protests, sit-ins, 
group petitions and public order disturbances,21 which have 
prompted the Chinese government to implement reforms 
allowing for a smoother transition from a planned economy 
to a market-based economy with the aim of “building a 
harmonious society”.22

Inequalities also have psychological costs. New empirical 
evidence shows that inequalities have negative effects on 
happiness where signs of persistent unfairness and unrelenting 
disadvantages for the urban poor exist.23 Although most 
of the studies linking inequality and happiness have taken 
place in developed countries, evidence is conclusive that 
socio-economic phenomena, such as unemployment and 
income inequality, negatively effect subjective well-being. For 
instance, a study in 23 European countries found that people 
most directly affected by inequalities are unhappy because of 
their lower social mobility.24 Similar studies have found that 
inequality has a significant negative impact on happiness, 
particularly when individuals perceive that opportunities for 
upward mobility are limited.  

Inequalities in society can have serious political repercussions. 
Social and economic inequalities can awaken a host of negative 
sentiments among the poor and dispossessed and lead to mass 
action, or worse, civil strife, either because disparities are not 
acknowledged and thus not remedied, or because corrective 
measures such as laws and redistribution policies attempt to 
entrench the status quo or seek to placate those mired in a 
highly unequal system. Inequalities can also reduce the base 
of social and political support for fundamental structural 
reforms necessary to embark on a path of high growth with 
more equity; basically because some groups may perceive that 
the gains of the reform may not be equitably distributed.25 In 
all of these cases, the cost of maintaining inequalities is much 
higher than the cost of reducing them.

Acting now to prevent tomorrow’s
urban rebellion

The ancient Greek philosopher Plato argued that “if a 
state is to avoid … civil disintegration … extreme poverty 
and wealth must not be allowed to rise in any section of the 
citizen-body because both lead to disasters”.26 When the 
disadvantaged realize that economic growth and development 
do not benefit them directly, or when they perceive that they 
will never attain their desired living standard and expected 
personal outcomes despite contributing to economic growth 
with their labour, it is likely that they will react to perceived or 
real unfairness through protest, violence or apathy, depending 
on prevailing cultural and political norms. The responses 
driven by indignation can entail different forms of rebellion 
that can range from simple protests to full-blown civil war 
as the disadvantaged seek more equal relationships or punish 
those they perceive to have behaved unfairly by violently 
transforming the status quo.27 

In view of the political, economic and social costs of 
inequality, cities and countries need to act now to reduce 
income and consumption inequalities and other forms of 
social injustice. The risks of not addressing deep inequalities 
are social unrest and possibly conflict. The situation can 
become particularly explosive when inequalities are associated 
with individual ethnic, religious or minority groups and not 
just individuals. The cultural, social or political conditions 
that create different forms of horizontal inequality are primed 
for political instability and high risks of generalized civil 
conflict.28 

Many countries have started to address inequalities before 
they erupt into a political or social crisis. For instance, the 
“Grow with Equity” policy in Iran brought greater equality to 
urban residents at the end of the 1990s. In Indonesia, under 
the “Growth, Stability and Equity” programme, economic and 
social policies on income distribution and poverty alleviation 
were important determinants of growth and economic 
development. The Indonesian policies led to reductions in 
income inequality in urban areas by 8.3 per cent from 1976 
to 1993.29 Despite the financial crises that affected many 
Asian countries in the second half of the 1990s, and despite 
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registering negative economic growth from 1996 to 2002, 
Indonesia has managed to reduce urban income inequalities 
by 4 points: the Gini coefficient dropped from 0.36 to 0.32. 
Similarly, pro-poor policies helped reduce inequalities in the 
Philippines, where a decrease in income was proportionally 
less, on average, among poor households than among non-
poor households in a period of economic recession, leading to 
a reduction in the country’s urban Gini coefficient from 0.46 
to 0.41 from 1997 to 2003.

The reduction of inequality is not simply a matter of 
providing better distribution of wealth or income. In many 
cases, more equitable distribution of monetary resources 
must also be accompanied by better health care, nutrition 
and education for larger portions of the population. Several 
studies have abundantly verified the that cities that have high 
levels of inequality have lower human development indicators 
than cities that have low levels of inequality.30 Similar studies 
have found a clear relationship between a country or city’s 
level of inequality and the degree of intergenerational 
socioeconomic mobility i.e. children of parents who are poor 

are likely to also be poor.  Some countries have addressed 
intergenerational inequality by enforcing laws that specifically 
address past injustices. South Africa, for instance, introduced 
subsidies and social reforms after the dismantling of the 
apartheid system in the early 1990s, which led to a decrease 
in income inequality by 1 per cent per annum between 2001 
and 2005.31 This positive development should, however, be 
tempered by the fact that inequality in South African cities 
remains significantly high.

In all of the countries mentioned above, social institutions 
were created or reinforced when the countries experienced rapid 
growth, with the aim of improving the lives of the urban poor 
and reducing levels of inequality. These successful experiences 
show that institutional reforms and government interventions 
can efficiently maintain or reduce income disparities during 
periods of high-speed growth. They also demonstrate that 
it is possible to realize equity in the distribution of income 
through market mechanisms and distributive government 
policies. In other words, they show that market efficiency and 
equity can go hand in hand.

s

City landscape, Yogyakarta, Java: Economic and social policies on income distribution and poverty reduction have led to a reduction in urban inequalities in Indonesia.
©Morozova Tatyana/Shutterstock



59

For many years, the international development 
community has struggled to define what con-
stitutes human progress and well-being. The 
conventional approach – reflected in the United 
Nations Human Development Index – has been 
to measure human development within countries 
through measurable quantitative indicators, such 
as life expectancy, literacy and Gross Domestic 
Product (GDP) per capita. 

However, long before demographers, economists 
and development experts had started to think 
about how to measure prosperity and develop-
ment, the tiny land-locked Himalayan kingdom 
of Bhutan began a serious discourse on whether 
quantitative indicators accurately reflected levels 
of well-being in society. In 1972, concerned about 
the negative effects of unrestrained economic 
growth, Bhutan’s newly-crowned leader, H.M. 
King Jigme Wangchuk, introduced the concept of 
Gross National Happiness (GNH), which is based 
in the premise that true development of human 
society takes place when material and spiritual 
development occur side by side and complement 
and reinforce each other. The four key pillars of 
Bhutan’s Gross National Happiness are: promo-
tion of equitable and sustainable socio-economic 
development; preservation and promotion of cul-
tural values; conservation of the natural environ-
ment; and establishment of good governance. 

Bhutan’s National Human Development Report 

2000 states that the country considers GNH to 
be far more important than GDP because its fo-
cus is on “enriching people’s lives, improving their 
standard of living, and augmenting people’s eco-
nomic, spiritual and emotional well-being”. The 
report further argues that economic indicators do 
not adequately capture many aspects of Bhutan’s 
largely rural economy, which is non-monetised, 
and fail to reflect the kingdom’s vast and diverse 
natural resources and its rich cultural and religious 
heritage. 

Bhutan 2020, the country’s long-term develop-
ment blueprint, notes that Bhutan’s approach to 
development is firmly rooted in its rich tradition 
of Mahayana Buddhism that stresses “individual 
development, sanctity of life, compassion for oth-
ers, respect for nature, social harmony, and the 
importance of compromise”. The Vision also cau-
tions that while modernization and urbanization 
have their benefits, they may erode the values 
and assets that Bhutan has built over the cen-
turies and may lead to negative consequences, 
such as high levels of urban poverty and environ-
mental degradation. 

However, although Bhutan has accepted GNH as 
the basic tool for measuring its level of develop-
ment, measuring “happiness” remains an elusive 
quest. Most studies on happiness are conducted 
using self-reporting techniques, and are therefore, 
highly subjective. 

Nonetheless, Bhutan’s outlook on development is 
increasingly being adopted by other countries in 
the region and elsewhere. 

In 2006, for instance, the Chinese government 
endorsed the new doctrine of “building a harmo-
nious society” that emphasizes balance, modera-
tion, social equity, justice, cultural harmony and 
coordinated development. The doctrine is being 
implemented to mitigate some of the negative 
effects of unrestrained economic growth, includ-
ing rising inequalities and environmental degrada-
tion. While recognizing that a harmonious society 
needs to be relatively wealthy and needs to meet 
its basic needs, China is also realizing that rising 
inequalities in society can contribute to social 
disharmony. 

Like China, many countries are now beginning 
to wonder whether they got it all wrong when 
they assumed that rapid economic growth and 
high per capita incomes would boost overall 
well-being in their countries. Researchers, such 
as Martin Seligman, credited for launching the 
positive psychology movement in 1998, and 
Ruut Veenhooven, who created the World Data-
base of Happiness in 1999, are also encouraging 
policymakers to consider more than economic 
development in their planning and to examine 
ways in which governments can boost national 
contentment levels.  

Bhutan’s Gross National Happiness Index

Sources: Royal Government of Bhutan, 2000; Xinhua News Agency, 2006 

Figure 2.1.2: Social mobility and equity in South African cities – Class composition

Source: Statistics South Africa: General Household Survey, 2006.


