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Tipping point: Striking the balance between
urban and rural growth
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There is little doubt that urbanization is becoming the new norm in many developing countries.
One need only look at what is happening in India, China and now Africa as these countries are
experiencing a significant shift of their vast populations from the rural setting to the urban centers.
Cities like Delhi and Mumbai are becoming so big that it is increasingly more difficult to move
around the city and their population densities are one of the highest in the world." According to
UN estimates, Lagos in Nigeria is on pace to be the third largest megacity by 2015 after Tokyo and
Mumbai.? China, on the other hand, boasts the most megacities in the world (four).®

While economists will argue, with some justification, that
urbanization is necessary to drive the economies of these
emerging countries, others will argue that there are dangers
in this massive urbanization that may in fact become an
economic and social disincentive.

Economic growth is invariably accompanied by a

transition from a predominantly agrarian economy to an
economy dominated by the production of nonagricultural
goods and services. Firms take advantage of agglomeration
economies (sharing of infrastructure, better matching of
workers to jobs and knowledge concentration) and create
the jobs required to drive the economy of the urban center.
Still, there must be a balance put in place between sound
economic growth, which is critical for the success of
urbanization, and the policies that create equal opportunity
to distribute the wealth and create a sustainable live/

work balance.
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The consequences of urbanization

When the sole purpose of urbanization is to create economic
gain, financing takes priority and the urban form and
connectivity become secondary priorities, resulting in a poorly
planned and connected urban environment. This, in turn,

leads to issues around the exclusion of large segments of

the urban area. Slums are not inevitable; rather they are the
result of poorly planned urbanization that does not create an
environment of inclusivity.

Itis simply astonishing that urbanization is happening in the
21st century in such a way that it is marginalizing significant
portions of the world population. Not only are its individual
effects potentially devastating, urbanization also reinforces
the impact of global megatrends such as resource scarcity,
a more demanding and vocal middle class, and public debt,
as cities often lack the necessary funding to meet their
responsibilities for service delivery.
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Unabated growth simply cannot continue if megacities are A recent article in the New York Times on urbanization in

expected to survive and prosper. Alienating or marginalizing China by Henry Paulson, former USTreasury Secretary put
large segments of the city will only lead to social unrest and, it very succinctly, "A flawed system of municipal finance is

in the end, economic destabilization. While urbanization is driving debt, corruption and dissent, while unsustainable
necessary in every emerging economy, the price of ignoring urban planning has yielded polluted cities that are destroying
the social and cultural implications due to poor urban planning  China’s ecosystem. Yet, China’s future requires continued
and a concentration of wealth will ultimately cost more than urbanization, which absent a new approach will only make the
the economic spinoffs of urbanization itself. problems worse"*

The implications of urbanization for the sake of economic agglomeration are clear:
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Source: KPMG International, 2013.

Urbanization is not about simply increasing the number of urban residents or expanding the
area of cities. More importantly, it's about a complete change from rural to urban style in terms
of industry structure, employment, living environment and social security.™

Li Kegiang,
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To capitalize on the benefits of urbanization, and manage the challenges, governments must focus on:

1. Smaller cities

Many emerging economies, China among them, are
beginning to rethink the social and cultural implications

of large-scale urbanization. New satellite or medium
sized cities are being developed, with strong alignment to
sustainability, the ecology of the city and transportation
links to the urban center.

2. \Work/life balance

In developing new cities, it is critical to ensure that live/work
balance is protected by sound urban planning practice and
that employment opportunities are woven into the urban
fabric of the new city. There are about 400 midsize cities in
the emerging world that will generate about 40 percent of the
world's economic growth over the next 15 years.™ Now is the
time to begin to manage their growth and ability to deliver that
important work/life balance which respects the equality of
the citizens and their right to good public services, affordable
housing and strong fiscal performance, driven by a well-
educated and professional public service. Now is not the time
to let them become the next megacity that cannot meet the
basic demands of the population and increasingly marginalize
large segments of the population.

In summary:

3. Rural economies

There is also a need to re-evaluate the basic principles of
urbanization and the relationship between the rural/agrarian
parts of the developing world and the urban areas. \We know
that urbanization is largely driven by the shift to urban centers,
which stems from the need to find jobs. Rural jobs are not
only scarce but are declining in developing economies as

the leaders of these countries focus all of their efforts into
urbanization as the panacea of economic success.

It's time to begin a significant world focus on the rural
economies, time to sustain the rural economy with the same
zeal that seems to be driving urbanization. If world leaders can
embellish the rural economies to create jobs, then people will
stay in the rural setting. Today, the poor from the rural areas
leave everything — their families, land and meager livelihood —
in search of a job in the closest urban center. What if the job
was in their rural community? Not only would urbanization

be tempered, but in all likelihood the ability to feed the
country would improve as rural farms begin to operate more
efficiently. South Africa is embarking on this very process
with their rural economic incentives and the development of
a strong live/work environment.

Cities are inevitably about people, how we serve them, house them and offer them

opportunities. Urbanization has its place in the evolution of the city, but so do the
people that have to live in the city.
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