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THE ECONOMIC ANALYSIS OF URBAUIZATION AND DEVELOPMENT-MOVING

BEYOHD THE CONSTRAINTS OF PREVAILTNG DEFINITIONS AND APTROACHES
. .
Eliezer B. Ayal .

" Studies in market economiecs show that there has Leen an
almost universal positive reolationship between the growtﬁ of urbani-
zation and of industrialization as well as of rer capita income, In
fact, it can be stated categori:zally that never h:s theré been a
significant economic growth in anv coﬁntry without an urbén structure,

The causal relationship is not fully established, howaver.

The question of how urbarnization is related #c economic growth
- is only beginning tc attract systematic research. Until recently
the treatoent of the subject bne Loen confined to generalized

statements such as the following @

Schumpeter: ''Modern economic processes are to & great
extent contingeni upon agglomerations of population
in the cities,”

Kingsley Davis: '!rban growth is an excellent indicator to

measure the economic and social development of a
region." !

A World Bank panel, after reporting that the percentage of
the populations‘of Asie, Africza, and Latin America living in citdies

grew from 5 % around 1900 tc i3 % in 1950 and tc 36Z in 1975, stated:

“This increascd urtenization of the develcping world is a
natural step in the process of economic development and one
followed previously by the presently developed cconomies."

These statements differ in the underlying assumed lines of
caygsation. In Schumpeter. urbanization is a mzior cause ¢f economic

growth., 1In Davis it is more of a symptom, The World Bank panel is
®



non-commital with regard to causation {whnile teking for granted

that history repeats itself),
.

ﬁhmundo Fleres sums up ﬁhe causal sequence in what he
regards as the "classical argument" as follows: 'Urban growth
produced substantial external economies and externalities; and the
-fést spread of cities, in turn, triggered far-reaching changes in
fhe.subsistence pattern of land ut1lization.“3 This leaves unexplained
such éuesticns as: Why some cities did not have this influence on
surfounding areas ? What gave risg to the emergence of cities in
the first place? (Flores aimself, incidentally, objects to this
“Clagsical" view because he believes that the growth of cities in

"integral

the LDC was "unmatural™ 4w that it did not arise from
internal needs " but rather cxternal needs such og serving es

entrepot for colonial powers.,
A very strong believer in the central importance of cities

in the whole process of ceononie dvvelopment is Jane Jacobs. Already
in her first book, published in 1969, she maintained that all organized
production, agriculture expressly included, criginated in cities and
then spread to the ccuntryside; rather than the other way around, as
was widely believed. She has continued to develop her ideas, and in
her 1984 book she maintains that only areas possessing vibrant citiles
which replace "imports™ from other areas can sustain coatinuous

economic progress.

An inductive theory, which has been around for some time

although not originally interded as an explanation for urbanization

i

as such, is "Structural char;e.” It naintains that in the course

L



of ecoromic development the cirucoire of arcd. ction first shifts
from primary products (mostly feod and other agricultnre) to
secondary products (mostly menufecturing) and then to tertiary

products (mostly services). This clange is attributed primarily

toc the income elésticity of demand which is high fgg secondary
and; at still Ligher incomes, bipgh for tertiary products, Some
writers, notaﬁly Kuznets, pointed to some changes oo the supply
side as well, Sundrum devzloped a medel combining both the supply
side (the ratio of éectéral productivity growth) and the demand

' - , 5
side (the ratic of the sectoral income clasticities of demand).

When the analysis js confined to the demand explanation the
implicatior is that urlanization is primarily a2 resuit of 2conomic
progress. But wher the supvly side is ineluded, thern, 4if it could

a
T

be showm thet urbanizaticrn oo Trihut

N

s to productivity growth,

urbanization 1s a cause of =concmic development,

During the 1950's 2n¢ 1560°%s & number of‘ scholars made
empirieal studies to confirm or deny the existence of "over-urbani-
zation™ in the LDC. Althougi the theoretical vnderpining, if any,
was not spellied cut, the notion sursued seemed tc Le fhat there
should te cquivaleﬁce between the degreé'of urba ization vig=a=-vis
industrialization and/or the level of per capité income, Those
claifing "over-urbanization’ implied that, primarily because of some
interferences with tle econyiwn  f aome LDC, the urbanizatiom process
was too fast in relation to per capita income or to the degree of
industriaslization, Here again urbanization is vicwed as a syﬁptom or
a dependent varizhle: = rcason Zor concern rother tham asla contributor

to growth, ) .



Another line of investigatien, mostly by urban economists,
has been the work done on economics of city size and agglomeration.
Although the theovetical work in this area is more develoved and
syStematic, ir is still at the beginning stages. Moreover, the
focus 1s on size economies occurring inside the cities and only
incidentally on theé impact cu the agpregate economy, Tha few do
rafer to such possible impact associate it with the characteristics
cf the spatial and size distritution of cities., The implication
is that i1f there is spill-cver of agplomeration economies from the
metropelitan to the surrounding aveas it is confined ¢ a certain range.
Therefore, smaller cities should be within that range to benefit
from it, Metropolitan arecas, on the other hand, should not be too

close to each other.

Probklems with Difinitions cnd Data

An important reason for the slow progress in the formuelation
of rigorous economic theorics is that neither urbanization not city
size are strictly economic variables. The usualIQefinitions are
givén mostly in terms of population and I1ts concentration. The
following would be a2 fair composite definition of urban areas
coﬁbining elements from varicus definiticns encounterzd in the
1iteratufe: “Urban areas are places where a certain minimum number
ofjpcople live in close proximity with the majority engaged in
non=-agricultural occupations.” The cccupational aspect of this
definition is, howevef, seldom captured by censuses, and data on
urbanization are usually prosented only in terms of ropulation size

or according to administrative criteria. Since different countries



have different definiticns as o what ginimnm ﬁcyulétion size
constitutes a city, aﬁd since comn provide d<ata by metropolitan
areas while others by jurisdicticnel units, confusion sbound in
comparative studies. Such data constraints cause obvioﬁs p:oblems
for the analysts (al;hough there is good reason to expect continuing
improvement in data availability). Moreover, the defimition itself
is much too narrow in that Zt does not reflect the ecoromic impact
of cities on the surrounding arczs in particular and the overall

economy in general,

Even o resolution of the data preblems will not remove the
doubts whether city size (let alone urbanization) is a truly independent
variable, Richardson suggests, for example, that in at least some

cases city size may be "an intervening variablc that forms a

statistical link between ouc varishle and another and may stand as

a suyrogate for onerof thew but is not the real independent variable
itself."6 This raiseé obvicus preblems of specificaticn in empirical
studies. There are alsc identification problems as, for example,
in cases where a certain finding, such & higher income in a large
city, might be caused by economic structure due to factors such as.
advantageous location, and not dug directly to¢ city size, e.g., the

city might have become large because its cconomy was .successful,

The "Over-Urbanization'" Contgroversy

Althoush the over-urbanizatior controversy menticned above
has largely subsided,; it is worth summing up the main findings anu
the lessons learned from thct episode. Cverall it is a good example

for how in the absence of a comprehensivz thecry to guide and interpret



the firdinrgs, tte researchers are ferced to rittle at the suiiect

vnder pressure of events or of the corcerw of policy-makers,

There were ltasically twe Lypotleses which were tested and

later clallerged :

1) That countries that deviate from a cross country correlation
or regression line relatino: the degree of urbanization to

industrialization ardfor per capita ircome, demoustrate “over—

artarizatior,”

2) That those LDC whose dasree of vrtanization was higrer than
that whtich has prevallced ir the now developed countries when

they were at thre same level of development exricit “over=

vrtarization,"”

The article that started tte controvers. was the cne wrlttern
ir 1954 tvy Kirgsle~ Davis aud vilda (lertz} Golder., dhey rar a
cress sectior correlatiorn aralisis for a largpe rumber of csuﬁtries,
witl data circa 1950, letweon the percertage of active males enpasged
in nop-agricultiral activities oud tie percentase of population
residing ir cities witi 100,000 and atove, They repcorted a zero-
crder Peascriarn product-moment correlatior coecfficieus of + .8C,
When tle relationstip was renvoeanted in the form of 2 resression
line ttey found that Egypt, Groece, Korea, and perhaps Lebanon were
sigpificantly off the lirve, s.; ;estiny overurlanizaticn iu these

-

7
countries.

Ttere are prollems with tids study, a couple of whick were

raised 1y N,V. Sovari. Ye shows that the assumptiown that the pyramid



of cities v size is similar amcus courtrics (which would bave
made valid threir use orl: of citiez of 10G,000 ard above for
corparative pnrposeé) is not supported Ly availghle eviderce. le
also podits cut that if ore corsiders the couqtries o ong gide

of the regressior as overurbtacized cre stould corsider those lying

. . i ' 8
on the other side as underurta nized, which is équally '"abnormal."

¥rile ic the cross couniry study ébéve the rerression line
represerted tte rorm, ir thOKfGllowina historical analogy the norm
was the ratios whick prevailed in tte L.S., France, Germany and
Canada when these develope? countries had the same level of vrbani-
zation as tle LDC. A GESCE seminar (with Phillip .. kauser as
rapporteur) came up with tie followirs results when comparing
4siar countries ir tie early .950%s to the aheve rorm. +vhile
historically the developed cecuntries had about 35% of their labor
force in non-agricultural occupaticns when /12 of their populations
lived in cities, the Asian cowmtrics had only 337 ir such occupations
at the samc levels of urbanizatibn. Therefore aAsia was deemed to
be “comparatively over-urbanized in relation to its degree of

Q
economic development.,™’

There are problems with this study too. An okvious question
is whether the norm is an zppropriate one fo; ;omparison. One
could argue, as does Soveni, with equal justification, that the
devcloped countries were over-industrialized or under-vrbanized.
An exewrple he brings vp, and one which will be useful for oﬁ;
érgument later, is that of Switzerland., 1In 1888, 6C% of irs labor
force‘ﬁas in non-agricultursl occupetions while there was not a

single city with a populaticn of il(,0C0 or more in the entire



, 10 } .
country at that time, He 2lsc points cut that the two criteria~~
The Davis Golden one and the UNESCS  one—-were in confiict in that

some countries weuld be judsged as beinp over-urbanized by cne

criterion but not by the other.

Sovani himself did some empirical testing of his own using
the.same classifications. For his cross section acalvsis he took
41 countries which had data for urbenization (with cities of 100,000
or more) and occupational distrilution for the same ycar in the period
from 1946 to 1951, The sin$lé correlation coefficient waz v = 0,70,
Tor the 17 developed countries in the group he got r = 0.355 and
for thé remaining 24 he had v -~ 0.85, Repeoting this enalysis for
13 developed countries with L7091 data he got r = 0,84 {(which would
have been even ﬁigh if females were excluded as was the case with
the recent data}, These resulis indicated to hio that the correlation
is stroﬁger during the early stages of industrializaticn than "when
both processes have gone much furtber.ll We will return to this idea
that different stapes of industrialization are associated with-

k)

different rates of urbanization,

Ee then tried to test his ideas with time-series data for
England and VWales, the U.S., Canada, France and Sweden, Although

“yave significant results™ he does

he meintains that his exercise
not provide details of the mcthods used except for the following:
"Wﬁen the two variables are piotted for cach country separately and
compared over periods- varyin: from 80 to 100 years the two curves

arc found to be broadly of similar shape but to differ comsiderably

with regard to the distance between them ar different times, as well.
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as in the way they develor cr grow with time."lz He concludes from
this that correlations such os that of Davis and Golden wculd vary
at different stages of industvisiization and would not be stable
over time.

Ve now turn to studies which explicitly introduce per-capita
inccom, One of the earliest was the study by Lleo F, Schnore,13 He

derived Spearman Rank-correlation coefficients (r_)} on cress-sectional
o

data circa 1950f1955 for 54 countries, BResults :

The correlation coefficicnt between per~capita income(din
1549 U.S. dollars) and the percentage of the porulation in cities of

more than 20,000 was--T_ = +a%8, When repeated with the percentage

T

of population in metropolit-n arces the r_ was + .74, When he

b

£

related "industrizlizatione=the percentage of =ctive male population
in non~agriculturel activities=-tc each of the twe incices of
urbanization used above, this time with 6$ countries, he got

r =4 .77 and T_ = +.87, recpechively,
s s

Schnere did much more in that paper, however. In part it
was t¢ relate urbanization t¢ z number of conceptuaily separable
aspects cf "modernizqtion” {such as energy consurmption and literacy
ievel) as well as to rank-correlatz the various variables and,
through facter analysis, detcrmine that all these variables behave
as if they reflected 2 comrion “fundamental structure,” This, he
said, might be called “'modernization.” Inasmuch as it is related
to urbanizatior he believed the fcllowing statement to be warranted
by the then available cvidence {being fully aware of the methodological

resgrvations one might have about the statistical techniques used):



“prcplomeration of population iz stimulated by industyial trans formati.

‘«osand by technological changes iu the direction of mere efficient
energy conversion. But, in additior, massing in cities permits a
higher degree of specialization; externsl cconomies, cconomes of
scale, etc. Indeed, increacing agglomeration of population in large
unlts would seem to be an intrinsic part of general economic

1
advancement."

When sunmarizing his results he added: "We have demonstrated
that the common identificaticus of urbanization and industrialization
is woefully incomylete; variations in industrial structure do not
tell the whole story of populaticn concentration. iIn faet, the
evidence would suppoert equelly strencly the view that wmassing in
cities can be attributed to technological prosress—=In the sense

‘éf expansion cf the energy basc, fmprovenments in travnsportation and

. - . 15
communication, etc.~- or to ony of & hoet of cother variables,"

Tee latest article by an economist in that controversy was
, .. 16 . . . ;
Ramerschen's, His study is more involved, in that it has more
varizbles and more countries than the earlier studies {except for
Schuore's if we count the non-economic variables), He also reports
the results and procedures wmcre fully, some of which we proceed to

T

‘tyesstimates'™)

b

summarize., [ sample of 80 couniries with dats {(or
for 1955 and 1956 was furthcer subdivided inte develoved (18) and
underdeveloped (62), the latter being those countries having a per
capita income less than one-guarter of the United Ststes, Of the

eight variables, four were designed to test the thesis that "Over-

urbanization” is a result of rural population pressure (population

g
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density, density per hectare of cultivated land, farmers per hectare
of . cultivated land, and percentage of land area cultivated). None'

were found to have significant positive relationships with urbanizatign,

He did not, hcwover, test for agricultural preductivity which has to

be an important factor in any rural push thesis. Table 1 present his
results for the other veriables,

Kamerschen takes thess results to imply "that the pace of
urbanization is much more clos:iv dependent on the pace of industria-
lization in U (underdeveloned) than in L (developed) countries.

This, he says, is contrary tc '"the usuval formulation of the over?
urbanization thesis."17 He glro ran numerous cross-sectional multiple

regressions with the same seriec of data leading to similar conclusions.

The empirical work encouraged by this controversy yielded
some useful results, The most interesting for our purpose are those
of Sovani and Kamerschen which show that the étrength of the
relationship between urbanization and economic growth differs according
to the level of developrent., {imilarly, Schnore's results and
conrlusions are very interesting although less managegble. He
implies a2 feedback model where urban population is a function of
Yjpndustrial transformation”™ and technological change and some other
variables. The massing of necple in cities, 1n turn, facilitates

specialization, economies of scale etc. which increase productivity '

and further transformation.

The § Shaped Curve

Cne of the important implications of the findings of
Sovani and Kamerschen is that the assoclation berween urbanization
and non~agricultural occupations is stronger at low than at high

AT



levels of per-capita income. Worl done in more receant years helped

bring the relationship intec sharuer focus. In o book published in

1871 two scholars suggested zhat “urbanization follows

Table [
SIMPLE COREBELATION TOEFFICIENT MATRICES

Variables Xt XZ X Y

4

Lo

All countries

(N = B80)
X, 1,00 -, 33 A .65
(7.062¢; (5.811)
Xz 1.00 -, i -.19
Ks 1.00 .78
X
R 1.00
Developed Countries
(B = 18) '
X, 1.00 ~.19 WY .19
(2.5018) (0.8056)
X? 1,00 -, 21 .26
X3 1.00 .46
% :
8 1.00
Undeveloped
Couniiries
(N = {;2)
Ki SO0 ~.02 &7 S1
(5.73729} (4.0137)
Xq 1.00 Ay .10
X3 1,00 63
Ka 1.00
where X, = % of populearion in cities with 20,005 an? rmore
X, = of the populsiion zr the four larpest cities residing
in the lergess cily
X3 = 7% of active population in non-agricuiiural occupations

XB = per capitc income in U.S, dollars

Source: Kemerschen 1969, i, 7T test values added.



a rising S-—curve from a level of i0 percent or izs: urbanization

N
)

to levels of &0 percent or »ove urbanizatien...”  Interestingly
enough, they arrived at this idca through reasoning of the “structural
change" variety..... "The urlaonization curve" they say at the end

of the sentence quoted above, “~losely follows the tertiary sector

curve "

A World Bank study ip 1572 related the "aerzont of total
population living in urban centers™ (where different Jefipitions

of "urban” had to be used according to the practices in the different

countries) with GNP per capits {196% U.5. $). They found the best

i
£4 . af v e - = ezt
fitting curve to be of th: tyne: H T (s OBy When
e 2
plotted on a semi-logaritheic maper it nas an S shoavs the slope

of which tapers off about 1 000 por capita.

No further details are provided thera, but the scatter

diagram shows substantial varionc: oo boeh sides of the fitted curve,

The more recent Ycrld Benk study, by Chenery and Syrquin,
used the following semilog formulations (prepared for wore general

purposes) for estimating the relatiomship,

- o 2
fquation (1.1} X =a 4 B In ¥ + B,(In 07 +y,le B+ y,(ln N2+

. =&, I, + 68, T+ 8,7
=

[ ] 2 2 3

™

Equation (1.2) The sarc zs £1.1) plus e F

wvhere X = wurben % of zcial population

Y = GNP per -exits dn (964 1.5, dollars

ons

fdo

N = population in will

F = net resourc. »nilay as a share of GP



- & -

Ty = 1 for time period 19EC-1954
T, = 1 for time period 1955-185¢
T, = 1 for time period i960-19¢4

The regression results are to te found in Teble 2,

They found ne confirmation “'to the popular impression
that mipgration to the cities has accumulated recently,” Their
regression shows no significant time trend. The Lasic shape of the

fitted curve is again approximstely § shaped,

It should be noted, however, that both here and in the
World Eank 1972 study a consideralblle number of coun-ries were
substantially off the regression line on beth sides. Chenery-
Syrcuin maintain thet these countries which werc more urbanized than
Ypredicted" tended te be those having development patterns which
they classified as either "industry oriented” c¢r Yirport substitu-
tion.” The less urbanized fhan "oredicted” tended to be those
classified as either "primaxry oriented" or "balanced,’ And then
there were Switzerland and Portugal which, although being "under-

urbanized," were still "industry criented.™

Lingering deubts due to such differences and exceptions,
and guestions about the suitability of these ecuatiens for our
purposes, do not detract f£rar the further support this study lends
to the evidence that the brosd line of urbanization is § shaped

wh
when related to per capita income.”



The Necessary Fupture in

The & curve implies thet tie pace of urbanization slows

down at higher levels of development which reans that the correla-
tions reported above are bound tc weaken at those levels. In fact,
given the way rbeanization is nensured--the percentage of the total
populaticn residing in urban af%as-—urbanization is zeif-limiting,
There 1s no known recasen tc essume that there is s similar limit on
economic growth. Furthermore, “here are already countrics that have
reached ver close te 00 2 wrbavizatior. Tle oviors cxamples are
kong Korg and 5iirapore. FEver some’ mere soistartial courtries, such
as the Urited Xiisdom, lave come ver: close tc tie yper limits of

urtanizaticr., Tie ecoromics of € ¢se courtrvies continuc tO sTOW

without a parallel growt: i v arizatior.

How can this b =ccomeilos i the many studies; including
those rentioned above, estaﬁlishitg simificant correlation between
the two 7 Some apparently sensitln explanations offcied by other
are not entirely satisfactory. For example, it has been maintained
that urbanization wés a statistical surrogate for industrialization
and manufacturing. Since mest.such -activities tend <¢ Le¢ located
in urban areas they are obvicusly correlated with urbanization,
Were this the case it could be claired that once an cconomy transcended
the secendary coccupations therc was no longer a reason for the
gbove-mentioned corrclation to tontinue, Such srguments cannot provide
the explanation sought here. " Fom cné thing, the activities beyond |
manufacturing are mostly services which also ternd tc be located in

urban areas. For ancther, the verv vigorous growtnh in liong Xong and



Tatle =

FECRECSION RESULTS
ETICL AS TYT DEPEVDELT VARIATLE}

! H lio, of
Erug- " . vy 2 dar Z . . . P e - N
tiomn Constant IN invy InN {inM} I Ty 7 I, 24 SEE eard Olser-
o ] ’ Rarre  vations
.3 -1,154 . 365 ~. 016 L0186 -.062 -.U17 -.919 -~ 066 666 L 127 484 317
(4.854) (4,475 £2.208)  (1.003) (.457) (.203) {268 (.306) 35/ 7201
{1.2) -1,155 363 -.016 g G,062 coWJ122 ~.013 - 018 -, 006 L 668 P 127 554
{4.863) (4,454) (2.281) (1.217) (.662) ({1.313 (. C24} (202} (.225) 5473201 317
Cource: Chenery-Syrquin 1875, 49,
* L J
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Singapore has been associated, to a largs extant, with manufacturing

in these already fully-urbanized states,

Unless one assumes that urbanizntion as such plafé no
role in ecoromic development, and what is known on the subject weuld
preclude this, onc has to seel to specify in what ways urbanization
Bas contributed to economic development, Tre chjective for such an
exercise in the present context is to find gt I call "'the functional
equivalents of urbanization™ in countriss which cannot or will not
urbanize furthgr., -In other words, the benefits that in the past
were attributsble to the broad categery of ”urbanizatiégﬁ should
be broken dowr so that it would be pessitle tc investigate whether
similar -tenefits could be derived, or have heen derived, by avenues

other than dewographic urbanization,

Definitional and Conceptual Froblems

The difficulties in making this *trensition conceptually
derive from the fact that the definitions of urban areas are primarily
demographic and geocpraphic rather than cconormic, There has been
a general recognition, of courﬁe, that once there is a city, however
defined, it functioned differently‘from the rﬁTal aréas. Tﬁis inclﬁdes
set of productc; cifferent scciél organization, etc., Regional cities
were said tc provide services to the surrounding areas, ofteﬁ N
including the markct place, etc. These and other functions of;cities
made a decisive comtribution to the growth of the macro economy
altlor ;' t-is 2 rerate irmact las scarciiv gz examived ir tie
literatire, The cities were in turn ofter "depordent” or the rural

for food and raw materials,



wuat we bave glaring exceptions that force us to pinpoint
in what ways was urbanization as such z centributor teo development,
Besides the city states already mentioned, we have the case of the
Soviet-type eccnomics, There, their developrment nroceeded with

. . . . 23
hardly a rise in urbsnization.

Fven though the slow urbanizziion in the Soviet-type
economies iz z rasult of plenning and control, as oppeosed to the
frecdom of movement of human znd other factors in market economies,
it is still instructive to study their record., Among the measures
taken by these command-economies are the use of very capital-intensive
techniques in manufacturing while discouraging workers fror moving
to town and encouraging more labor particinaiion by these already
in town (such as housewives), Because of housing shortages in
towns many cof the industrial workers cormuie to work, This was

. . 22
called "underurbenization.,”

Aithough this is contrived by the avthorities, Ehe fact
remains that they sccorplish develorment ﬁiﬁhout equivalent urbanization
whether or not this is cffisient in the loag~-run for continued growth
of the econcwy is not casy to say, In the shert run they save a lot
in not having tc expand urber infrastructur: and services and in

avoiding censtruction costs arc actually not avoided but shifted to

outlying areas).

An eguivalent situation could e found in market economies
where there are commuters and circular migrants., In production they
are part of the urban economy but they enjoy only a partial use of

the city servicgs, If, as I believe to be the case, the main



contributicn of the urban areas to the general economv is their high
productivity and inter-urban trade, the econcmy benefits from circular
rigration in a manner similar tc what would have occured if uvrbaniza-

tion loak plage,

In crder to understand why these are largely functional
equivalents of urbznization we have to analyze why aﬁd in what ways
would urhanizaticsn contribute to economic growth:. Continuing with
familier termirclopgy, there are two mesns by which the urban areas
can raise aggregats per capitn income, One is the economies of
agglomeration tha: are alleged to occur in cities. Since urbsnization
growth invcives more and bigger cities, the hipgher income usually
found there raises the measured ageregate ond w.r capita income.

_The other is the intersectoral economic zelatieons ihrough which these
benefits can spread to the rest of the cowntry, both in the form of
diffusion of technology, investment ctec., and as a result of the
gains from interscctoral trade. A very irportant subset of such
interéctions is the trade and information flows among cities., The’
more active znd intense such interactions the more developed would

be the economy, and vice-versa.

Economic Urbanization

I am trying to premote here a lesé coeniventional way of
gpproaching'this questién for reasons which will become clearer 23
we proceed. Enrcrdér;td”do that we have to free ourselves from the
shackles of the prevailing definitions and measurenents of urbanization,
Up to now the determination as to what is :Oﬂnidered urban has been

done on the basis of the nurber of people in proximity areas. Both



the pinimur numbers of people and the Zelineation of the arcas zare
arbitrarily cdetermined and differ ermong countries and often even
between pervicds in the same countyy., Besides creating confusion
and inconsistencies, these prevailing methods of determining and
measuring vrban areas, their sizo, and the overall urbanization,

reveal the sbsence of any clear, let alonp riporous definitign.

tiowever, thanks .to the prodigious work of urban economists
we are becoming more and more familicr with the factors, processes
and conditions which contribute to the statistically verified claims
that productivity and efficiency and cconories of scale are higher
in cities than in the ron-urban arcge. Uthat I am trying to do here
is tc isplate and identify these contributing factors. Together
they constitute what T will call ‘econouic urbanization,' as distinct

from “demopraphic urbenizetion” ond “geographic urbanizatien,®

The distinction is imporearnt not only because it narrows
down the focus on those elements which have economic significancé,
but also because a central hypothesis of mine is that economic
urbanization car develsp even when ne furfher dermographic or.
geograpiiic urbanization takes plaze. “{Incidentally, T am not imflying
that theve are no economic reasons o7 consequences to these aspects
of urbanization, only that they are not cconomic concepts) To be
more specific, while historically, and still today in less affluent
societies, alil threé kinds of urbanization progressed togetherﬁ this
association breaks down at higher levels of per capita incone,

¥e have already noted that, by definition, no country can be
rore  thon 100 % urbanized in the demogrephic sense. It is doubtful

that even this limit can ever be reached evenr In city states such



as Hong Kong and Singapore, Yat the proclainped economies of
aggloreration presumably cortinue s :ontribute-to economic growth
and there is nc known upper limit to per capita income. In other
words Peconomic urbanization' comtinnes to grow irrespective of
the demogrezphic limits., It is inpcrtant.to point cut here that
this is not an arbitrary extension of the tern urbanizatien, We
arc focusing here on the unique contributior of cit} economies,
such #s agglomeration, as distinct fyrom standard determinants of
growth such as capital accumulation. Iconemic urbanization is a
productive process which generatcs externalities and similar
economies. Even if onc views urbenizztion as a mere catalyst of
capitgl accumulation and technological progress, it still provides
a urnique contribution which will not cease with the abatement.of
demopgraphic urbanization, As zlready noted, histerically no
develonment has ever taken place in the absence of citiegs,

& leok at agriculture 1ill hele furthé our understanding
of econonic vrbanizotion., The statistical cvidence shows that with
increased urbanization agricultural productivity increases as well,
in many csses even faster than urbar productivity (although in
absolutc terms per capite income 1s generally still higher in urban
areas). The conventional wisdom hias Leen that such increased
agricultpral productivity occurred prior to urbanizatien, Namel},
'ggriculture produced a "surplus? which enabled the creation of cities.
One éangmake a forceful argument in the opposite direction, The
major contributing factors to higher agricultural productivity are

of city origin, the results of research, new machines, storage



facilities, refrigeration, chemical fortilizers, organization of
producticn éﬁﬁ merketing, etc. The more developed the country, the
mofe ”urEaLized” is its agricultuyze. Thc methods of producing eggs
in the U48. for examf]e, are indistinguishable from stream-lined
manufacturing-- in organization of production, intensity of land
use, ranagawent of input and output, and the benefits of proximity

to the market.

I¥ one views urbanization pmercly as a symptom of the
"transitional period” then the upper bend of the T curve need not
creetc apprehensions. Crowth may continuve, although it is not
clear whatlwould be the dynamic forees cssuring such growih, if,
however, one takes the pesition thet urbanization was a contributor
to growth, then there is the distinct tsorerical possibility of the
leveling off of per capito inccue znd an accerpinying econcmic
stagnation with the leveling of the ret: of urbanization. There
might be & grace period during which thore will be further metropo-

litenization, But this process is alsc self limitirg,

tocent data from the: U5, {and even Indiz) have showvm that
Ehe trend toward further metro?oiitaﬁizatiog seems to have slowed
down aad even reversed. This must mew: that diseconomies begin to
outweipht cconomies cof agplemeration in very large urban units,
and/cr that the nonfmetropolitan aress have acquired attributes which
maks them velatively morc_attractive. Therc is no clear evidence that
fhe constraints on metropolitan gize have slowed-down economic growth,

In other words, "cconomic urbanization” has not stopped.
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By the term Yeconomic urbanizaticen™ I am trying to capture
the contributions to cconomic growth which were historically ascribed
to urbanization, such as agglomeraiion economies, For our purposes
it is important to separate between those econories ascribable to
the size of urben population and thosc which, although historically
they might have been associated with the size of urban population,
can continue to be effectjve without further urbamization, Put
differently, a highly developed econory is "urban' in the economic
sense whether or not people live in large urban areas., Switzerland
introduced direct dialing system throughout the country long before
it was introduced in major cities elscvhere, sorme of which have
larger populations than in the whole of Switzerland, In more

traditional terms, what is crucial is the size of the market and

this is determined not merely by populetion size but largely by
the per capita income ancd by cificient low cost transportation and
communication. It moy take less time and cost to deliver goods

between twe small Swiss towns thon between points in Hew York City.

Agglomeration Economies

At this stape we have tc digress in order to vicw more
closely the concept of economies of agglomeration. The higher
productivity in the urban areas (at icast in the way we mcasure
productivity) is often ascribed to such economies, It is also
important for the understanding of ry concept of "cconomic urbanization,"
as well as for any hypothesis which views urbanization as a contri-

butor or even a generator or growth,
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There is prime facie evidence that cities have attributes,
by virtue of being cities, which convey economic henefits, Many
industries in market economies prefer to locate in urhan areas,

Since this is ddne>freely by prefit-seeking firms and individuals

one is led to cenclude that such benefits exist. But when one

attempts to find out what brings sbout those benefits, it turns out

to be a more onerous task than one would have wished, The main

reason for this is that, like the benefits accruing from specialization
and division of labor first proclaimed by Adam Smith, such benefits

are usually'ascribed to factors other than the familiar economic

variables, cr else are not amenahle to measurement,

A short summary of three c¢mpirical studies will provide a

proper perspective,

__Meré's'main objective in his well known article is to
counter arguments that the higher income in larger cities, which was
found to exist in many countries, is due to higher social cverhead
inyestment in such cities. ¥is datz, prirmarily from Japan but also
from other countries, appear to sustain kig claim, He even maintains
that social overhead per capita actually declines as density increases.
At one point he makes a statement which is directly pertinent to our
subject: "urban concentration is a neceésary conc¢ition for economic

7z

. . 22
development in an early state,®

Sveikaukas' main fipcing, with:U.S, data, is that doubling
of city size is typically associated with about 6% increase in labor
productivity. This appears to be due primarily to Ficks-neutral

technological improvement and only partly to higher K/L ratjo. Tests
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to-find whether this is due to higher average city size, or larger
industry size, or greater volume of ecomomic activity proved incon-
clusive. Fe suspects, hut does not test, that such hipgher productivity

is brought about by specializatijon, <¢ivision cf lahor and the

innovativencss of city people.

Ir the third sipnificant article in this vein, Segal reports
that the return teo factors in 5iZA's {(in the U,7.) with more than
two million inhabitants were 8% higher thap in the other SMSAls,
Since he finds constant returns to scale, he ccncludgs ~that there
is evidently an ”é?ﬁlcmeration,efféct“-—a change in the connstant
term causing a shift in the procuction function.25 When it comés
to identifying the factors responsitle fer it he says that 5apparent1y"
there are economies in trersport and comrunications in thé very largest

cities, But this was not directly testad,

Me are thus left to conclude that city xize is associated

with higher income and productivity but we do not know why it is so.

At the risk of hreing tedious, I am going to present here
a2 comprehensive list of the elements that are suppesed to constitute
the agglomeratién cconomies that have heen menticned in the literature,
The purpose is to see vhat common dencminaters, if any, can be
gleaned from that list, These elements may be svb-classified as

follows:

1} Those Which Age Ascritable te Econormies of Scale
These seem to be applicable airost exclusively to public
services or utilities such as water and sewage, I am not sure we

can include electricity, pas, and telephone sincc thesc are usually
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provided from outside the city znc the scale of operation usually
covers wider areas than the cigy,

Other possible scale sconemics may occur to some industries
if their clientelle in the city is large enough for optimum size
while the sales costs wculd outweigh the benefits if they had to

distribute and sell further away.

IT) Ascribehle to Fxternal Fconomies

IT a: To Firms

The availability of a pool of potential employees at all
levels of skill. fthe supply of such skilled labor is supposed to
be mors plentifﬁl, ﬁore ¢lastic, and easier tc recruit in sizable
'éities.

The same applies to : veriety of business services the
firms might require, sfch as outside consulting, lepal, accounting
and computing services, access to banks and companies handling new

"issues of stocks and bonds, ete,

Opportunities for specialization. Eecausc the market is
so large, a company can concentrate on the production of only one
item which presumably will allow high preficiency, lower cost and

efficient size,

Face to face commumication and information is claimed to

be supericr and is facilitated by the proximity within the city.

All the above henefit from saving on thc transport costs
to and from other lecations. Also, yresumshbly most improvements in

transportation facilities tenefit the c¢city., In this connection the



literature usuaellyassumes that proximity to sirperts end, in general,
technical improvemernts irn transportaticn tenefit the cities more

than the countryside,

II'b ¢ Yo Individuals and Forilies

rocause 1t contains many businesses the city has a variety
of jobs and gpportunities for higher income.

Complementing these are tho wide variety of consumer goods
and servicer as well as entertainment, ZAlse important are the educational
facilities for the children which are usually wore extensive thar in

the rural zress.

I11 ¢ Generalizetjons

' £ number of generalizations could bs made about these
externalities:
i) It is very difficult, if not ncssible, to measure these
economies,
Zz) It is not clear whethor thest zre a function of city
size, In fact, there is reason to believe thet, for some of these,
a relatively small size would be sufficient for realizing such

economies, Hamely they have a low "threchoid,?

3} What might be external cconomies for individual units
might have cost society substantially in the form or building the .
infrastructuﬁe.. Zimilerly, the people constituting the “pools™ of
skilled workers and managers were trainad 2t 2 cost to either the
government or previous employcers. Monethicless, these facts do not

preclu:iz additionzl agglomeration economics ir urban areas, These
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~are claimed to v demcnstrated by the hipher zoturns to investment
(both social and private) os well as lower scarch costs in the cities,
4} ¢n the other side of the ledger there arc the external
diseconomiss. A good example is traffic jams which cause substantial
losses in terms of time lost {opportunity ccst) and fuel waste,
5y Almost all of these econonies arc affected by transpor-

tation and communication costs,

ALY This can probably be bisst oy

morized by what Richardson
called '"the multiple functions of agglomoraticn economies' which are the

following:

“to boost the rate of innovaticsn and preductivity, to
improve the officiency of spacial s e, to attract 6
industyy ond capital, and to attrnct {or retain) households,"

fazed on 211 thatwas discussed 50 Far I have arrived at
the following tentetive definitien of iy concopt of Economic Urbanizatioen,
It is :

tnc cxtension of the size of the merket, specialization

and cxchange; the increase in the speed of interaction

between economic units; the initiation and distribution

of innovations and the Iowering of the cost of tramspor-

tation and communication relgtive to other cost,

These processes have been historicnslly associated in many
countries with demographic and geographic urbanization., But the
degree of asscciation with these related thenomena is a function of
technological progress, especially in trmsportation and commﬁnicati@n.

We are now entering inte an era in which this zssociation will progressively
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weaken., Hamcly, there will be progressively less need for further
demographic urbanization for devclopment ito proceed., This explains
the upper bend in the S shaped curve wiich shows continuing growth

in per capita incore without further demogrsphic urbanization,

One example cf the advantagus of tiis approach is that
we are no longer confined to arbitrarily delineated "urban areas,"
but can investigate whole regions and whoie stetes, Also, ﬁe are
no longer tied to the rather unconvincing presumptipn_thét the mere

congregation of many people in 2 small zrea mecessarily increases

productivigy,

Systems of Lities

Curs is, of course, not the first attempt to think in
functional terms shout the urben phencmenen. It would be useful,
therefore, to try to benefit from such earlier‘work. Ever sincé
the pidneering work of Christaller, thosc concerned with regional
and urban studf had te establish the ¢conomic functions of urban
areas, This was particularly important for those concerned with

analyticai schemes such as the centrzl-piace approach, But this
turned otit to be a very involved procedure because of the mﬁltiplicity
and variability of functions found in different cities, including
small onesi Anéommdnly used method, originaied by Davis, is the
formula : C = %— 100 where C = the location coefficient of functions
t; t = one outlet of function t; anc¢ 7 - total nunber of Sucﬁ outlets

in the arca studigd. The larcer the numwbsr cf outlets in an area the

higher the concentration indicator for function-t. This can be
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‘repeated with other functicns. From swweling up these centrality
values we can dowvive a rfunctional index. “hat hzs been observed,
however, is that the value of individunl indicators keep changing

and are either replaced by new functions or, soretimes, even disappear.
There seems to be some consensus that the mére numerous and complex
the functions performed by &an urban ares the more important the city

is as a contributor to surrounding areas. There is no consensus as

to Qhether the multiplicity of functions gyews with the size of the
city; althéugh a town cannot be very small if it is to contain many

functioning unis.

Such studies of functions are otviously very important
but they are nct sufficient t¢ address the issue before us. The
composition of functicns. differs among €ifins, as one would expect,
given the diversity in natural resource distribution, closeness or
distance of othéf urban centers, etc. Alsc, it turns out that very
few such functions can be clearly idertificd with city size, This

leads us to the essential rcle of systems of cities.

Citier by themselves do no< necessarily enhanc? development.
It is the interactions they have with the surrounding areas, and,
most importantly, with other cities which determines their contribution
to economic development.  Another way of putting it is that what
is crucial is that there is a system of citigs. One author even so
far as to say : "when the concept (of uxban system) is developed
more fully, the urban‘system can embrace the totality of activities
in a nation, account for the observed relationghip among regions,
and provide a mo@el for the analysis of spatial variatioms of growth

2
and change in the system.' !
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Scame writers suggested methods for the classifications
of city systems which could be useful for the analysis of their impact
on economic devélopment. For example, Vapnzrsky classified systems
of cities by what he called "internal interaction or interdependénce”
and by "closuye." The latter referring tc reiations whith the outside
world, He had four groups, One of them, entitled: "low internal
interaction, or interdependence, and low closure” refers to such
situations as the main port cities in former colonies. They are
alleged to have little interactions with the rest of the country, but
having substantial trade internztionally, especially with the former

colonial mastexs,

The main contribution of his classification is that it
focuses attention on (1) the interactionrs and interdependence among
cities which bring out the information of whether the urban areas
could be judged as being a2 city systuom; and (2) the degree of
interaction with the outside world, '‘cicosure™ meaning little interac-

tion, what economists would call autarky.

For the sake of greater generality and comprehensiveness
it is useful to arrange the systems of cities in a somewhat different
manner. Mamely, taking into account the various theories about the
size digt:ibution of cities, as well 'as relating the city systémS' g
to the stage of growtk of the economy. To my knowledge Carter came
closest to classifying city systeas in such a way. Therefore, the

following breakdown is based on his.



;1. Separction. Here thers ors no relations between

the cities., 4 good exatple is the early history of Australia where
Perth in the west was effectively separsted from the east coast,

having little if any interaction,

A related situation is that of econvexity:" where, on
a graph releting the log of the population against the log of the
rank in the city hierarchy, the urban settlements are distribﬁtéﬁ:
not on a straight line,  Such a distribution Often reflects low
”jntegration” in the wider system. This porirays the situation

in the first cclionies in North America, for csample,

i2, Primacy. A sityation wheve onc very large city
predominates over all others., But no universcsl ripid definition
exists for primeyy. The origin of this phencruzron is not clear;
although it appeors to be connected with absclute leaders or colonial
control, Historically it has been norc prevaient at lower income

countries then in developed ones,

3. Hievarchy. This is poestulated by central place

theoyy. Settlements occur in a series of weil marked size steps;

the number in nach lower step being greatgr., In the purest inter-

pretation there is a direct relationship between the number of town

in each of these steps, (or “ranks," or 'grades” the terms more

frequently used; and their population size. The hierarchical
arrangement is oiten considered to be = censcquence of the interaction
and competition between centers and can only occur under conditions

of active trade and essy movement,
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i4, Continuum, This is knovm s the rank size rule, i
It will register a straight line on a logarithmic paper : the size
of any city multiplied by its rank would he equel to the size of
the largest city. This was first proposed by Zipf. This supposedly

comes about because of two sets of opposed tendencies:

(a) Many communities benefiting from proximity to raw ..
material sources. (minimizing transportation costs) moved toward
diversificaion,

(b) Few large communities (wminimizing costs of movements

of finished goods to consumers) move toward unification,

The emerging balance of thesz opposing forces is the

rank-size ruila,

;5. Disorder or disarray. The basic premise here is

complete randomness., This is based on the physical science C6ﬁéept
of entropy, but requires a clbéed'53stem, vhick is very unlikely
for urban systems,
Somc view these five structives as stages in the evoluation
of city syétéms end irplying that they denonstrate some equivalence

to the "stagés 6% growth” scheme propcsed Ly Rostow. lTb te more

usable for development analvsis threse stfuéiures have to be fiiled

with more fhnctionél economic content, espééiali} évidence of econbmic
intefactigns among the cities comprising tfé‘assumed "system.' Moreover,
the same.doubts éxpressed atout Rosl cw!s scherme apply here too. In
particular, it is ﬁot.sure wietker one can view these as recessarily

sequential, until these issues are resolved, it would be advisable

to have a pragmatic tentative conceptuzlizatign, Since countries
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with similar jper-cepita income and rates of urhanization have
differing city hierarchies, we mighkt assume that every country has
the city system that eitier reflects or is the cause of the state

of that country's economy.

fefore proceeding further we should remind ourselves that
urtanization and urtan growth are separate phernomena, albeit relatgd,
The same applies to the distiuctior between urbanization and urban
concentratisn, A recent study indicates tiat tlese "are to some
extent separable components of the development process, each likeiy
to have its own social comsequences and, 'y implicatior, te call

for a different policy,ui8

Since almost all moderr activities take place in cities -
it is not surprising that sc%olars f:om diffe:ent_disciplines have
maintained that ecoromic development and, in facﬁ, aglmost anything
else of importance socially and culturaily takes place in and among
the urtan argas. This highlichts the irportaice of the totality of
the systems of cities, In this sense the uvitimate urian systenm is
the city-state. Unfortunately, very 1i{tle ompirical work has been
done 6n econoﬁic relationslips amony citics io LDPCs. Because ofi “
generally poor tfansportation facilities it is fair to assume that‘
such interactions are not very pervasive, Norcover, even where
transportation is relatively efficient the lerce distances hetween
maﬁor uiban centers would indicaté fﬁat many of the urtan functions

are duplicative and therefore spatially competitive.

Gne interesting pessilble censequence of tlds is that cities

that don't have otler lar;e cities close~by would tend to get very
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large, S8ince this is & conmon situatioir ir many LDC's it is
undsﬁbfedly-a centributing factor te rrimesy. An irportant implication
is that the aptimﬁm size of primate citics would oe larger than

ﬁould have teen ths case were there competing cities in relatively
clésé proximity, Ey the sgme token, thi lsrcer the primate city

the smaller arc the chonces for contending larpe cities to emerge.,

The limiﬁé te tﬁe srowth of existing large cities would be caused

by the kind of factors mentioned in the latest publications of

.kell} and ?iiliamson.zg These arc mostly the rising costs of living

in lafge uriban centers, cspecinlly rent due to the limited and inelastic
supply cof urban land at the centers of such cities., However, it is

not easy to predict when such limits could oo oxpected in specific

cities.

ipplicatiion To Thziland

The "ecconomic urbanization” way of viewing the develéﬁﬁent
of Thailand is tkrough the interaction of Bangkolk with the rest of the
couhiry aﬁd withraﬁroad. In terms of the above classification ef ‘
tity systems, TThgiland would fall into category (2) with some
remaining elements of &l). Many good works were written on the

reasons for and tac history of the growth of Bangkok. An excellent

example is the volume Thailand-Is it Bangkok ? published in Thai

by Thammasat University, Faculty of Economics in 1983, ‘Much of the
focus of these articles was on the pelicy bBiases which favoered

Bangkok over the rest of tie couvntry. his is in keeping with
the worldwide concern abeut ecuity in development between urban

and rTural areas, as well as apprehensions about primacy.



in 2imocst every area of activity tie vesecrchers showed
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that Bangkok bencfited more from povernment rclicy measures than
other parts of the coungry, both absolutely and in per capita terms,
This includes such diverse -areas as the nrovision of utilities,
subsidized public transportation, financial services, education,

etc, The implication is that such faveritism is partly responsible
for the higher per capitz income in Bangkok, both as expressed_in,
nominal wapes anc salaries as well as in the partly external benefits

of greater exposure to cultural and entertzinment facilities,

This benefit-differential in Faver of Bangkok is substan-
tially respensikle for the constant, and apperently accelerating
stream of migrants tc Prrgkoi Jrom throuchout the country. Unlike.

the predicticn of the Todarc model, almost 21l pirrants find employment

e
ot
e
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very soon after oy even before their move, Almest all of them

work in the private sector, whichk means tihat they are producing

i
L

sellable products or services,

Subsicized or not, Bangkok is an ¢conomically functioming
city., This is nct a blase attitude toward the social justice and
the distributicnal implications of "city bias,” Rather, our concérn
is to analyze the impact of the urban systém of Thailand on its
development. An cxample will illustrate this peint, Public
transportation is subsidized in Bangkgk. This means that a bus trip
is cheaper than in mest other places in the country, This is clearly
a "pro Banygkok™ bias, However, there has tecen an cngoing dabate,
in the US4 and elsewhere, whether public'transportation should

not be free altogether. Those favering the ides maintain that easy

.
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access contritutes te the cconomic vizbility c¢f downtown business;
allows“pc¢r vorkers to live in lower cost housing in the outskirts

of the.tity;it ﬁékés the relative cost cf driving to work higher and
therefore discouréged, therehv saving the nation fuel cost, fédﬁée
air bﬁllﬁtion in downtown, reduce the allocation of scarce urban land
for parking lots, etc. Without debating the merits of this issue,

it serves as an example that there are many facets tc an apparently

straight-forward issue,

The history ¢f urbanizaticn in Thailand is almost exclusively
the ‘history of the growth of Pangkok which, in turn, is inséﬁérable
from the economic growth of thé-country. fcccrding te Dr.Chira

(in an article in the volumc Thailand-Is it Bangkok ? menticned

above) the popuiation of Bengkok barely inéreascd between 1900
(600,000} and 1935 (650,0C0), This is interestiﬁg for ‘at least two
reasons. Cne is that Barckok was already a sizeble city at the
begihning of the century, zlthough there was barely dny‘manufacturing
taking plage. The other is that when industrialization was picking
up speed, the Bangkcok population also incroased at a fast rate. This
is seen most.dramatically in the periocd 1960-i980 -when the average
annual. growth rate of migration to Zangkck was 7 %, This rate grew
even: further to 9% between 1975-1281, #r.Chira also noted that, with
improved tramsportation the geographical origin of the largest-group
among the migrants.shifted from the Central regicn twhich is close: to

Langkok) t¢ the Hortheast (which is further away).

Although the sttraction of Bangkck to migrants was substan-

tially influenced by tie varicus policies fevoring Bangkok, we reemphasize
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that the fact that the vest mejority of the aigrants were employed
by the private sector points tc the existence cf a viatle economy.
in Fangkek, The question which remains is how does this economic.
activity affect the rest of the economy. [cst of tie writers in

the volume “"Thailend-is it Barckok 7 ipply that there is no such

spread effe¢t,

The article by Willaywan Wannithikul, "The Industrial
Sector and the Issue of 'Bangkek is Theiland'™ in the same volume
addresses this problem directly. After enumerating the varicus
objective and pclicy reasons for the concentration of industries
in Bangkok he maintains that it is an "absorptive" (or even
Yparasitic”) rather than o 'pcnerative™ city. He maintains that
it is not a “growth pole." Heither does it play a "distributive"
role for recasons such as the lack of linkages of the consumer
industries which are the most prevalent ones, But, significantly,
he also menticns the primecy cf Bangkek end the sbsence in Thailand

of a hierarchical system of cities as relevant factoers.

45 I have already indicated shove, whatever the history of
resource transfers to Bangkok, it is ncw 2 viable city, Moreover,
while I have no grounds to argue about the empirical evidence in -
the articles just wentioned, I can argue against their framework
and relevance for the economic development of Thailand, The implied
theory in these articles is that the verious areas of the country;
especially the cities (all of which are small) wculd have developed
were it not for the draining cf their resources to Eangkok, There

is no precedent or 2 prior recason to accept such an assumption,
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str tentative theory is that modern devcloprment is largely
dependent on urbarization in gemeral and on o functionally modern

city in particular, According to this zpivoach the chances of the

small cities and the rest of the country tc develop hinges on the
intensity and persistonce of what some urbanists called !"pulses

which are trensmitted from the modern urban center,

This icads directly to our mein theme here which is that
whét'is required is the "Bangkokization® of Thegiland. By this I
mean that the "urban" attributcs, sc far demonstrated only in Bangkok,
shou;d be spread further, But uniixe most recommendations proposed
50 fér about building cities as alternatives to Bangkok my approach
emphasizes -the necec for the development cf » system oftcitiqg which
are within =2 raﬁge of intensive interncyion with Bangkok, thereby
'Qkﬁénding its range of econqmic activitins, Builiding alternative
cenfefs to Bangkok is neigher achicvable nor desirable and would
be prohibitively cxpensive, Instead, the new or renewed urban centers
Vshould be builf witliin a rznge_thét wiuld ¢llcw the development of

active trade rcisicns with Zanpkok

5

henefit fror the Yspillovers®

from Bangkok, and complement its econcmy.52

£ recent major government-initinted development, the Eastern
Seaboard project, could previde a good opperiunity for employing and
tesfiﬁé some of the ideas developed in this papaer, The area of the
projecp‘ié close enough to Bangkck to benefit from the "spilloveys,"
yet it has the potential Qf developing ~ solid economic base of its
own., Although it would provide an "alternative" to Bangkok inm

attracting migrants and public rescurces, it would mostly complement it.



The better and faster the trenspertatior “etween these twe centers,

the more active an¢ fruitful would be the irtoraction,

{mice well established, the Zosters foascard would,
undoubtedly, ho roperating immovations (mé zpilicvers which would

-~

"urbanize'' ar-os further away from Banskek. Do in a way it would:
become what in couatries like Troiwen wos turwsd 2 "secondary" city
while at the samc time being sn intimate pertner with Bangkok.

This is an cxemple for the more general rodel for the "Bangkokization'
of Thailad, The closest tere I have orcoumitcred in the liferature
would be. the ccncept of Ycorvidors.” Nerelw, Yrays" spreading out
of mangkok, specializing in the pxploitaéion of the resources in
each specific direction. To sormo extent this is already haépening
spontaneously around major arteries, with viantations and industries
processing the agricultural products, The major point here is that
the effettiveness of the oconomic activities in such “corridors®

'

. depends on how wuch they benefit from “rrowth irpulses™ originating

from Bangkok's more advancid technolosy,

Somc might argue that this is néﬁ really a new idea in that
it compares with the evolution of suburts in the developed free
market ecencmies, It would not be disturbing at all were this to
be the case, Host U.S. suburbs evolved naturally from the economic
requirements of the area, There is noc plerming in the 1.8, in the

~ common meanirng of the term. Therefecre, the evelution of suburbs‘
must refleci rational economic decisions, Most LDC's, on the other
hand, have centraiized planning and have to moke deliberate spétiél

decisions. ©One way of viewing mmy propessis then is that they
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advocate policies which veuld wimic whatl maz et forces would have
done were they cllicwed te orerate frecly. Cince they are not so
allowed, duc t¢ Loth governmental restryicticas as well as socio-
cultﬁral factcrs, there is a need to guide policy-mokers in that.r
directicn, iHerecver, cne intended resvit of such desired policies
is to encourzage the expensioﬁ .an::; functicning ¥ the modern mark.ef:s

of the big city intc the surrcunding zicas.

The advantages of this approach include the following:
The high rents prevailing in the centor of Bangkok would te substantially
avoided due to the additional supply ¢f lanc in the "rays." Similarly,
these rays would tenefit from some of the aggloreration economies
of Bangkck ani wéuld have to build only extensions of the infras=-
tructure, instead of having to build everything from scratch. There
might be scme compelling pelitical reasons for expanding remote
téwns, such as Chieng Mei, UHowever, it is ¢ifficult to expect much

of an impact of such expansion on the cconomic pregress of Thailagd,
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