ASIAN URBANIZATION AND DEVELOPMENT:
A COMPARATIVE VIEW

Ernesto M. Pernia®

1. Introduction

There has been a growing recognition that urbanization is a prob-

 lem to be reckoned with during the 1980s and beyond. The reason
.~ is not because there is something wrong or unusual about urbaniza-
' tion per se which is a feature that goes with development. Rather,
" the reason seems to be that urbanization, like economic development
! itself, continues to be unbalanced spatially or concentrated in the

metropolitan centers of LDCs. There is a sense that the great majori-
ty of the people outside these centers have been practically left out
from the benefits of urbanization and development. There is also
the common observation that the carrying capacity of urban centers
is bursting at the seams, so to speak. These and other concerns ap-
pear to have become prominent in recent years.!

This paper offers a comparative perspective on Asian urbaniza-
tion in relation to development. An analysis of certain indicators of
urbanization and spatial concentration may provide a clue to the
particular aspects of the “urbanization problem” we should be con-
cerned with. The focus of the paper is South, Southeast and East
Asia, and the constituent countries exclude city-states (Hongkong

*Professor of Economics, University of the Philippines School of Economics.
| am grateful to Professor Harry T. Oshima who gave useful suggestions. Re-
scarch assistance was provided by Rosario Gulinao and typing by Ana R. Aureo.

1. See, e. g., the report of the U. N. Economic and Social Council (1978)
and Todaro (1979).
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and Singapore) and countries in turmoil (Cambodia and Vietmnil
or with inadequate data (Nepal). In addition, two centrally pla
Asian countries, namely, the People’s Republic of China (PROC)l
the People’s Republic of Korea (North Korea) are included to
crease the range of experiences.?

The trends for the different Asian regions are first presentodl
the context of the world’s more developed and less develof
regions. Comparative data on the constituent countries in each ol :
regions are next shown. Then a modified urbanuanon—develop
model is proposed and subsequently tested empirically. The
cluding section summarizes the findings and implications.

2. Asian Regions in Context

According to data from the United Nations (1980), the wor |
1980 was about 41 percent urban; more developed regions wer¢ |
percent urban and less developed regions 30 percent m'l:'lll]I |
absolute terms, these translate to 1,806 million urban populat O
the world as a whole, 834 million in more developed regions andl
million in less developed regions. Against this background, one
situate the Asian regions in 1980 with the following statistics (I (
Tables 1 and 2): '

Urban Population
Percent Urban (in millions)

South Asia 22,0 201.1
Southeast Asia 22.7 61.4
Centrally Planned Asia 26.1 241.4
East Asia 2.5 112.9

The data readily indicate extremes in urbanization levels in t
regions. At one end is East Asia which corresponds closely tdi
average for the more developed world, and at the other enﬁ [
South, Southeast and Centrally Planned Asia which fall below |
mean for the less developed world and far below the average foﬂ
world as a whole.> The majority of Asia is thus still relativl

present paper could perhaps serve as a complement to those treatises.

3. The less developed world average is actually pulled up by Latin A
rica whose urbanization level is closer to the more developed world than o |
less developed world.
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unurbanized, reflecting the low level of development in these regions.
This is particularly true of South Asia and Southeast Asia which are
less than a quarter urban.

The relatively unurbanized status of Asia is the result of its slow
pace of urbanization even in recent decades. This is contrary to the
common impression that Asia has a problem of rapid urbanization. If
anything, the problem seems to be more that Asian regions have been
urbanizing rather sluggishly as evinced by the following comparative
data (from Table 1) on rates of urbanization* (in percent) over three
decades:

1950-60 1960-70 1970-80
South Asia 11.3 14.5 19.4
Southeast Asia 20.3 16.0 19.0
(‘entrally Planned Asia 82.8 214 24.3
East Asia 53:3 45.8 46.8
World 291 17.0 17.3
. More developed Regions 28.5 28.7 28.3
' Less developed Regions 39.3 24.3 26.4

| South Asia’s rate or speed of urbanization has been the slowest and
that of Southeast Asia has been practically the same especially in the
70s. These rates resemble the world average but are lower still than
the mean for less developed regions.S Centrally Planned Asia’s urban-
ization has been faster than South and Southeast Asia (unusually fast
during 1950-60) and close to the less developed world average. The
remarkable _performance is that of East Asia whose speed of
urbanization has been over 50 percent faster still than the average for
the more developed world.

The pattern of urban population growth is quite the reverse.
Southeast Asia manifests the highest rate of urban growth, approxi-
mating the average for the less developed regions, followed closely by
South Asia. What is more striking is the pattern of rural population

4. Rate of urbanization is here defined as the percentage change in urban-
rural ratio rather than the change in proportion urban. The former measure is
superior because it does not have an upper limit of 1.

5. There is also evidence to show that the rate of urbanization in LDCs is
not rapid compared to the historical experience of Western countries (see Davis
1975, Pernia 1976, Preston 1979).
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growth. The growth rates for South and Southeast Asia are very hij
relative to the average for the less developed regions as well as for
world as a whole. But the real contrast is with East Asia ||,
more developed regions whose rural growth rates have been ne -r-l_
throughout the three decades. The comparative rates of urban |

rural population growth (from Table 2) are (in percent):

1950-60 1960-70 1970-80

Urban Rural Urban Rural Urban

South Asia 33.5 20.0 42.8 24,6 47.6
Southeast Asia 47.3 22.2 48.7 27.9 52.3
Centrally Planned

Asia 95,5 74 37.9 13.5 39.0
East Asia 41,5 - 7.7 329 -8.8 29.5
World 39.8 111 33.9 14,3 334
More developed

Regions 29.6  —0:8 22,7 —4.6 18.7
Less developed

Regions 59.6 14.6 48.3 19.1 49.3

It is clear that in purely demographic terms, the high rate of rif
population growth is slowing down the pace of urbanization in Ay
(except East Asia) and in the less developed world (despite _
urban growth rates). If the urban-rural growth difference (URGD):
computed, one would see the same interregional pattern as tha% |
rates of urbanization (Table 2).6 i

South Asia

This region, as already mentioned, is predominantly rural. It wi
16 percent urban in 1950 and even in 1980 only 22 percent urb
The countries in this region are among the lowest in terms of l_:' '
of income and their growth rates. Recent data on levels ¢
urbanization, industrialization and GNP per capita for individu
countries (from Tables 1 and 5) are as follows:?

6. URGD is also used to measure speed of urbanization. [
7. Industrialization level is here indicated by manufacturing share of Gl
since this is the most dynamic component of the industrial sector. Data on GN
per capita are taken from the World Bank (1980).
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GNP per capita

Urbanization Industrialization

(1980) (1978) (1978) (1960-78 annual
change)
Bangladesh 11.2% 8% 90US § —0.4%
Burma 2.2 10 150 1.0
India 22.3 17 180 1.4
Sri Lanka 26.6 23 190 2.0
Pakistan 28.2 16 230 2.8

The degree of concentration (proportion of urban population in
largest city) ‘in these countries in 1980 ranged from a low of 6
percent for India to a high of 30 percent for Bangladesh (Table 3).
Urban concentration has remained more or less stable in India and in
Pakistan (at 21 percent) but has markedly risen in Bangladesh from
20 percent in 1960. By contrast, Sri Lanka has evinced remarkable
deconcentration from 28 percent in 1960 to 16 percent in 1980
despite the presence of only one city of over 500,000 inhabitants.

Southeast Asia

The region as a whole has exhibited practically the same
urbanization trend as South Asia although all countries are now clas-
sified by the World Bank as middle-income countries. Indonesia used
to belong to the low-income group of countries until recently. Com-
parative data on urbanization, industrialization and GNP per capita
for individual countries (from Tables 1 and 5) are shown below:

Urbanization Industrialization GoAL per caplia
(1980) (1978) (1978) (1960-78 annual
change)
Indonesia 20.2% 9% 360 US § 4,1%
Thailand 14,4 18 490 4.6
Philippines 36.2 25 510 2.6
Malaysia 29.4 17 1,090 3.9

The income levels as well as their growth rates are significantly
higher in Southeast than in South Asian countries. Thus, if the link
between urbanization and economic growth continues to hold,
Southeast Asian countries would probably accelerate in urbanization
in the coming years, at least relative to South Asian countries.
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Urban concentration (proportion of urban population in luy
city) is very pronounced in the region, ranging from 23 percen
Indonesia to 69 percent in Thailand (Table 3). And this indicatoy |
been steadily rising in all four countries, as can be seen below:

1960 1970 1980
Indonesia 20 22 23
Thailand 65 68 69
Philippines 27 29 30
Malaysia 19 23 27

It may be hypothesized that the exceptionally marked uj
concentration or primacy in Southeast Asian countries la':s
unrelated to the import-substitution industrialization strategy |
sued by these countries in the 1950s and 60s.8 This point m!|
discussed further and partial support for the hypothesis will
shown in subsequent sections.

Centrally Planned Asia

This region includes two countries: PROC whose leve iI'
urbanization appears similar to some countries in South'
Southeast Asia, and North Korea which resembles more the countil
in East Asia than elsewhere, By World Bank income standards, Pl
would be considered a low-income country and North Ko

middle-income country, as denoted by the following data u.:-f
Table 1):

GNP per capita
Urbanization
(1980) (1978) (1960-78 annual chang
PROC 25.4% 230 US$ 3.7%
North Korea 59.7 730 4.5

8. For a discussion of import-substitution policies widely adopted am
Southeast Asian countries, see Myint (1972). While there has been a shift 4w
from these policies, their spatial impacts probably continue to linger upi_
present. An additional reason for the extreme urban concentration in Thall
may be a geographical one: the lack of good harbors in coastal areas to sol
big cities other than Bangkok.
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Another point that may be noted is that the economic growth
performances of both countries compare well with those of the high
performers in Southeast Asia.

The remarkable characteristic that seems to set these two
countries apart from the other Asian countries is the relative absence
of urban concentration. PROC exhibited only 6 percent urban

. concentration from 1960 to 1980 while North Korea had 15 percent

concentration in 1960 which declined to 12 percent in 1980. It
would seem that such relative lack of concentration is due to central
controls on population movements.

liast Asia

The countries in this region are among the great economic
performers of the postwar era: Japan in the 50s and 60s, Taiwan in
the 60s and 70s and South Korea in the 70s (see, e.g., Oshima 1980).
The average annual growth rate of GNP per capita in these countries
from 1960 to 1978 was in the vicinity of 7 percent (see also Table
4).

It is not surprising, therefore, that they have also experienced
very rapid urbanization rates of over twice those manifested by the
other Asian countries. By 1980, more than half of the population in
South Korea was urbanized, and over three-fourths of both Taiwan’s
and Japan’s populations were urbanized. The growth rates of rural
population in these countries have been negative for some time
already. Data on 1980 degree of concentration show that 41 percent
of South Korea’s urban population is in Seoul, while for Japan, 22
percent is in Tokyo. The relatively low concentration in Japan may
be attributed to its policy of regionalization of industrial develop-

. ment and more developed system of transportation and communica-

tion. The high concentration in South Korea may be partly explained
by its heavy industrialization-cum-protection policy —in a way
similar to the phenomenon in Southeast Asian countries.

3. Urbanization and Development

The level of urbanization at a point in time, its pace over time,
and the degree of concentration are indicative of the current and
future scale of the urbanization problem. These are among the major
indicators of concern relative to the urbanization issue. From the
previous discussion of experiences across Asian regions and countries
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within each region it appears that urbanization is closely reld t
economic development. What needs to be done now is to det Ifi;:_
the principal correlates of urbanization. The Asian countries i “
in this study portray varied experiences and circumstances su 'I”
a cross-sectional statistical analysis should throw some light o
urbanization-development nexus. Specifically, what this |
sectional analysis should do is to identify the factors that accoull|
the variation in urbanization levels and rates, as well as in the dj
of concentration across Asian countries. il
On the basis of standard development theory (e.g., Lewis |
Ranis and Fei 1961), it is commonly supposed that overall dgs
ment of the economy as well as developments in both the ugil
tural and industrial sectors determine urbanization in a funda I
way. Agricultural development tends to release farm labor and
lation over time which are then attracted to the urban-industri .
tor. Thus, it has been assumed that the speed of rural-urban traf |
mation is directly conditioned by agricultural and industrial devel
ments, This seems to be the traditional view. Recent data on |
however, suggest that rapid population growth tends to retard
urbanization process. The relationship may be hypothesizod
operate in two ways. In the first place, where overall populit
growth is high, it is usually pronouncedly higher in the rural sl
than in the urban sector, and this has the direct demographic effl
of dampening the rise in the proportion urban. In the second :--I':,
population growth tends to hamper economic developr_nenﬂ
thus, indirectly, the urbanization process itself. It therefore So#
warranted to expand the standard urbanization-development 1
by adding the population growth variable. i
Concerning the degree of urban concentration, the pap
hypothesis is that it is also influenced by industrial development |
manufacturing activity) and population growth. In addition, l
of openness of the economy would play a crucial role inasmugh
importation of goods and services requires licenses and fo) "!5;'
exchange which are more easily obtainable in the capital ¢
Likewise, most other support services for manufacturing are fou |
the metropolis. There is clearly then a strong incentive for indud
and business concerns to locate in the capital metropolis whigh
most cases is also the capital port of the country, This is all the 0
so in developing countries where transportation and communicat
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‘metropolis and the capital port is thus advantageous for manufac-
luring activity with its import requirements. As is known, import-
Intensive industrialization characterized many Asian economies dur-
Ing most of the post-war era.

Data, Notations, and Results

The data employed in the regression exercise pertain to the
South, Southeast, Centrally Planned and East Asian countries
‘tonsidered in the previous discussion. The data are reported in the
most recent publications of the United Nations (1980) and the World
Bank (1980) (see Tables 1 through 6). To increase the number of
puses, cross-section observations were pooled for 1960, 1970, and
1980 (or 1978). The variable notations and their specifications are as

follows:
URB, = level of urbanization at time ¢, specified as
urban-rural ratio (or proportlo-n brban )
1 — proportion urban
rather than simply proportion urban which
has an upper limit of 1.
RURB;_ ; = rate (or speed) of urbanization during some
interval, specified as percentage change in
URB,
CONC, = degree of concentration at time #, specified as
}—__If—f, where L denotes the proportion of
urban population in the largest city.
IND, = industry share of GDP at time #, which
represents economic level.
GRAG;_; ; = average annual growth rate of agricultural
production.
GRMAN,_;, = average annual growth rate of manufacturing
production.
GRPOP,_;, = average annual growth rate of population.
OPEN, = degree of openness of the economy, specified

as the import share of GDP.

The regression results correspond to three dimensions of an
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11 1!
il

(1) URB = —1.249 + 1.669 IND — 0.732 GRAG + 0.234 G
(4.683)  (2.211) (0.917) il
R? = 0.66
(1) URB = 0.559 +1.292 IND — 0.533 GRAG +0.276 G -u‘j'
(3.494)  (1.685) (1.178)

— 1.129 GRPOP il
(2.146) R2 =04

Equation (1) shows that level of urbanization is signiﬂ
conditioned positively by economic level (IND) and negativel
agricultural growth (GRAG).10 A 1.0 percent increase in econ:
level brings about a 1.7 percent change in urbanization level; oi
other hand, a similar change in agricultural growth pullil:
urbanization level by 0.7 percent. Manufacturing growth (¢ !, 1
has a positive effect on urbanization but is not significant.
Equation (1') is an enhanced model with population g
(GRPOP) added as an explanatory variable. GRPOP has a sign
negative influence on URB and the overall explanatory power 0l
model increases from 66 percent to 73 percent. This result
strong support to the hypothesis. il

The results for rate of urbanization (specified in semi-log i)
are as follows:

(2) RURB = 3.910 — 0.006 IND — 0.415 GRAG + 0.110 GRM

(0.483) (3.716) (3.288) | il
RZ = . I
(2') RURB =5.270 — 0.021 IND — 0.313 GRAG + 0.097 GRM.
(1.632) (2.898) (3.220)
—0.556 GRPOP i
(2.351) R2=0.61

Equation (2) parallels equation (1) but the dependent variahl
expressed as speed of urbanization over time. Economig H'
(appropriately lagged as IND,_ {) has the reverse sign as expected
is now insignificant. The negative sign simply means that urbi

9. t-values are enclosed in parentheses underneath regression coefl]
10. Both equations (1) and (1') are in double-log formulations,
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{lon tends to slow down at higher economic levels. Agricultural
yrowth (GRAG) continues to be negative and significant, and
munufacturing growth now exhibits a significant positive effect.

Equation (2') is likewise analogous to equation (1) with the
ulded population growth variable (GRPOP) once again figuring
Importantly with its negative sign, and raising the explanatory value
0l the model by 13 percent.!! The negative effect of agricultural
growth on urbanization in all four regressions, though contrary to
\lundard urbanization-development theory, seems to reflect absorp-
llon of labor in agriculture which would otherwise migrate to urban
fircas.

The last regression results have to do with urban concentration
{In double-log):

(1) CONC =1.914 — 0.055 URB +0.682 GRMAN + 0.655 GRPOP

(0.203) (2.501) (0.802)
| R2 =0.34
(}') CONC= 1.020 — 0.192 URB + 0.433 GRMAN — 0.096 GRPOP
' (0.827) (1.761) (0.130)
+ 0.889 OPEN R?2 =0.56
(2.822)

mong the independent variables in the previous equations, GRMAN
nl GRPOP were picked for both theoretical and statistical
\gnificance reasons (equation 3). URB (similar to /ND) is included as
control variable but is not significant. Equation (3') shows that
Wlding degree of openness (OPEN) raises the R? by 22 percentage
points. All the signs are in accord with expectations although they
t¢ not significant for URB and GRPOP. The important thing to
0le, however, is the significance of the variable OPEN —a 1.0
trcent increase in degree of openness raises urban concentration by
lﬁbuut 0.9 percent. This result strongly supports the hypothesis that
icnpc.nness of the economy to the foreign sector is a strong incentive
:.-l'ur concentration in the principal port and city of the country.
|

i e ——
[ 11. We also experimented with 2-SLS regressions to deal with possible
Almultaneity bias but the results were not useful.
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4. Conclusion

be better associated with advanced countries than with do\r'

Asian countries. I
Whether or not South and Southeast Asian countries Wlll| "-.

the trajectory of East Asian countries would depend on many |

The empirical results of an expanded urbanization-develoy "'I.

of the urbamzat;on process. Hence, if population growth is -Ilf'
decelerate in South and Southeast Asian countries, ceteris p ar

one could expect faster urbanization in the coming decades. “J

Another important point to consider is that agricultural de
ment appears to retard urbanization, perhaps because it allow
labor absorption in the rural sector which would otherwise mij
This could be the effect of agricultural growth at low leve:
‘economic development. It is possible that at higher levels, agl
tural development would have the reverse consequence, as obs¢f
for example, in industrialized countries. In any case, the ney
relationship between agricultural development and urbanig |
observed for Asian countries lends further support to the notlo ':
rural/agricultural development can reduce unwarranted migrat ()
cities. Il

Urban concentration or primacy seems moderate in South
countries but high and rising in Southeast Asian countries, ing|
South Korea. It is virtually negligible in the Centrally Pl; !'
countries of PROC and North Korea for obvious reasons. There !.
clear development-concentration relationship, however, even |
exceptional cases of PROC and North Korea are set aside. '-
tries like Thailand and South Korea have extremely high col
tration ratios but differ substantially with respect to urbaniz I"
and development levels. Then there is India which has little co :,l )

12. Needless to say, one should be cautious about using the res “L
cross-section analysis for predicting future trends. A1
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tration, and Bangladesh which is less urbanized and developed than
India but has a moderate degree of concentration similar to Japan.

It would seem, therefore, that there are other factors that
pccount for urban primacy differentials (after allowing for measure-
ment problems). The analysis suggests that degree of openness of the
cconomy in addition to manufacturing growth, is a significant
determinant of the primacy phenomenon. The reason behind
manufacturing growth is known: manufacturing activity has in-
variably been concentrated in the metropolitan capitals of many
Asian countries. The finding on degree of openness bears out the

hypothesis that concentration in the metropolis is a response to the
need to be near the principal port as well as to offices that issue
licenses and foreign exchange, among other things. Thus, spatial
concentration appears to be partly an unintended consequence of
macroeconomic and growth policies in the past, salient among which
was the now-famous import-substitution industrialization strategy.
This point seems worth noting in the design of urbanization and spa-
{ial development policies for Asian countries.
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