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PREFACE

An increasing number of USAID Missions have included in their
long-term proyrams provisions for assisting governments in
developing countries to strengthen the economies of secondary
cities. And a growing number of governments in developing
countries have been reyuesting assistance from international
organizations over the past few years to help build tie
capacities of intermediate cities to cuntribute to rural
development and to a more balanced pattern of urbanization.

In response to these trends, the Office of Urban Development
in the Science and Technology Bureau of the U.S. Agency for
International Development in Washington commissioned this .
study of middle-sized cities in the developing world. The
objective of the study is to review the literature on urban-
ization in developing countries and on the potential for
intermediate cities to contribute to national development
goals. It draws on primary data, secondary literature,
government documents, aid agency policy statements and

project reports, and case histories and case studies of inter-
mediate cities in an attempt to bring together existing infor-
mation on secondary city development policies, the dynamics
of growth in middle-sized urban centers, and the roles and
functions ‘of secondary cities in regional and national
development.

~Tne study identifies policies and programs that might be
supported by USAID or other international organizations to
help governments that are interested in shaping a more decon-
centrated pattern of urbanization to strengthen the functions
of secondary cities.

Tivis was conceived of as a preliminary research effort on

which the Office of Urban Development might build the knowledge
and information needed to help USAID Missions and governments
in developing countries in designing strategies, programs and
projects for secondary city development.

I received a great deal of assistance with logistics

from Dr. Eric Chetwynd, Jr, the deputy director of the Office
of Urban Development, and I benefitted from his comments on the
draft of the report. Marcus D. Ingle also helped with logist-
ical matters in the early stages of the project and enthusias-
tically supported its initiation. A number of people read

and commented on drafts of various chapters, including Emily.
Baldwin, Raymond J. Bromley, Robert A. Hackenberg, Robert
Mitchell and Randall W. Roeser, although none of them should

be held accountable for my conclusions and interpretations.



Moreover, this book draws on a large number of case histories and
studies of secondary cities in developing countries that were ..
written for purposes much different than mine. The authors cannot
be held responsible for my interpretation of the information or
for the context in wiich I have placed the lessons that I derived
from their work. Indeed, some may not agree with some of the
points or arguments that I make using illustrations, examples

or data from their studies.

No one can review the literature on secondary cities in
developing countries without coming away convinced that we

sti11l know relatively little about these places or their
potential for development. If this study raises at least

as many questions as it attempts to answer, that was in part

its purpose. Intermediate cities provide a new frontier for
research and development into which few scholars or practitioners
nave ventured, and if this study at least opens up some new

paths for research and progran deve1opment, it will have served.
its purpose.

Dennis A. Rondinelli
Syracuse, New York
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CHAPTER ONE

INTERWATIOHAL ASSISTANCE POLICIES AMD NATIOMAL DEVELOPMENT
~ STRATEGIES: CHANGING APPROACHES TO URBANIZATION

International aid agencies and governmuents in many developing countries turned
their attention away from cities and the problems of rapid urbanization in the
late 1960s and early 1970s to pursue policies for alleviating rural poverty.

The neglect of cities in the po]icieS of international assistance organizations
wds in part a reaction to what has been called the “"urban bias" of foreign aid
and national development policies in the 1950s and 1960s. The shift in emphasis
away from developing cities evolved frum a growing realization thét extreme
poverty in the Third World was heavily concentrated in rural areas and that
differences in income and 1living sténdards between urban and rural popu]atibns
were increasing.. It was further reinforced by the conviction of many development
po11cy-makers that the largest cities in developing countries were growing too
répid]y and to unprecedented scale. kMany thought that the heavy migration from
rural areas to large cities could be slowed or deflected simply by strengthening
tne economies of rural areas and providing better 1iving conditions in rural

regions.

Indeed, some development theorists argued that rural impoverishment resultéd
~directly from policies that encouraged economic growth in metropolitan V
centers.] A few developing nations attempted to reverse the bias by limit-
ing the growth of the largest metropolises and dispersing economic activities
to rural areas, a strategy that was either ineffective or éxtremely s]ow'

to produce resu'lts;2 Others attempted to reallocate inve;tments to lagging

or depressed regions that lacked productive capacity and physical infra-



structure, a politically controversial strategy; which many economists
clained retarded overall economic growth. §till others‘tried to promote
lnewftowns and yrowth poles by concentrating industrial investment in
selected towns or.provincial capitals and offering tax or other incentives
for industries to nove to industrial estates. But none of these approaches
were nighly successful in countriés lacking secondary cities that could
absorb and support economic activities requiring high population thresholds
and extensive services and facilities. Growth pole policies had 1imited
impact dn rural hinterlands in most developing natiohs and sometimes

exacerbated regional economic dualism.3

The emphasis on rural development during the 1970s was an inevitable reactioh
to the failures of capital-intensive industrialization strategies in many
countries and to the increasiné concentration of wealth in large metropolitan
centers during the 1960s. Reducing urban-rural and regiona1 disparities
became an essential part of the basic needs and growth-with-equity policies

adopted by governments and international agencies in the 1970s.

For a number of reasons, by the end of the decade international development
organizations aud many deQeloping country governments began to refocus their
attention on the growing challenges of urbanization in the Third World. It
became apparent that urban and rural deve1opment were inextricably related and

that rural development goals, no matter how carefully conceived, could not
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be achieved in isolation from the citiesg 1ndeéd, urban and rural areas
could not be neatly separated in the 1mp1ementation of development policies.
It became increasingly clear that growth-with-equity requires not only
rural-based agricq]tura1 development, but city-based industrial and
commercial progress aé well. Greater attention had to be given to smaller
towns and intermediate cities as well as to rural areaskin promoting a

more balanced distribution of income, and to strengthening thé mutually
beneficial ties between urban and rural economies. Those ties have been
crucial in promoting widespread development in richer countries and are
likely to become more imbortant,as urbanization continues at a rapid pace

in the developing world. They are important because the major markets

for the agricultural surpluses fhat rural development programs seek to
generate remain in urban centers. Critical inputs for agricultural production--
fertilizers, farm implements, irrigation equipment, processing technology,
and research on new agricu]tura] méthods and procedures--come largely from
urban-based organizations. As agricultural prodUctivity increases and

rural labor is ffeed from farming activities, workers mﬁst seek employment
in towns and cities. Off-farm employment opportunities needed to'supp1ement
rural household incomes are usually found in urban places and many of the
social, health, and educatiqnal services and facilities that can satisfy

basic human needs in rural areas must be distributed from urban centers.

Research conducted for the U.S. Agency for International Development
(USAID)'s Office of Urban Development in 1976 found that neither highly
concentrated nor widely dispersed investment were 1ikely to achieve growth-

4

with-equity goals in most developing nations. The former strategy depends

on "trickle down" processes than have not been effective in many developing
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countries, and that cannot be made effective without a we11farticu1ated

and integrated system of urbah settlements through which innovation and
economic stimuli can be diffused. The latter policy often fails to produce
the critical mass required for limited resources to generate economic and
social change. The study concluded that larger cities and ;ma]]er towns
both play crucial ro]es.in national development and that their functions
must be strengthened in appropriate ways to stimulate the commercialization
of agriculture in rural regionsf A strategy of "deconcentrated urbanization"
was suggested as a more appropriate alternative for dealing with both
urbanization and rural development problems in Third World countries. . Ohe
of the most effective ways of creating a deconcentrated pattern of urbaniza-
tion, it noted, was to undertake projecfs and programs that would strengthen

the role of middle-sized and smaller cities.

International assistance organizations and governments in many developing
nations came siowly to‘rea1ize by the end of the 1970s that no policy aimed
at_a]]eviating poverty or promoting equitable economic growth could ignore
the rapid urbanization in the developing world or the continued concentration
of the poor in cities. The pace of urbanization in developing countries
since the 1950s has been at least equal to if not more rapid than that of
Western industrial countries during their peak periods of urban growth.
MoreoVer, they have reached their present levels of urbanization much more
rapidly than did industrialized nations. Since 1950 the 4 percent average
annual growth of urban population in deve]oping countries has been more
than double that of Western industrialized countries. Although the
percentage of population 1iving in urban areas in less developed nations is

well below that of North America and Western Europe, the absolute number
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was slightly higher by 1975, and is projected by the United Nations to be
more than double that of the now-industria]ized.countries by the end of

" this century.5 ‘The developed countries are expected to have about 1 billion
people living in urban areas in two decades and the developing countries

about 2.1 billion.

Although the<pace and scale of urbanization differ among regions, rapid
growth in urban population is characteristic of large parts of the developing
world. Unlike in Western countries, the urban and rural populations in
developing nations are growing rapidly at the same time. In East and
Southeast Asia (excluding Japan) alone there were more people 1iving in
urban p]aces--596 million--in 1980 than in North Anerica and Europe combined.
About 133 million Africans and 240 million Latin Americans were also living
in urban places. By the end of the 1990s the urban population of Southeast
Asia is expected to-triplé in size and that of South Asia and Latin America
to double. African urban population, now at relatively low levels, is also

| expected to triple. Given current trends, more than 60 percent of the
population of northern Africa and the Middle East will be 1iving in urban
areas by the end of the 1930s, as will be three quarters of the populations

of South and Central America and East Asia.6

Because both rural and urban populations are growing at relatively high
rates in most of the developing wor]d, migration from rural to urban areas
continues to be high even as governments seek to increase productivity and
improve  1iving conditions in rural areas. About half of the population
increase in the cities of developing countries has been attributed to rural

migration. Countries with severe rural poverty--such as Indonesia,
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Pakistan, Bangladesh and India--are expected to ekperience strong rural

to urban migration in the coming decades. The World Bank predicts'that

-in thesé'countries "intensive pressure on land--the rural p0pu1atfon per
square kilometer of arable land is expected to double in the next 25 years--
which, even if it leads to a small percentage of outmigration from rural

7 Indeed, some rural

areas, will Tead to massive growth in the cities.”
development programs may accelerate rural migration rather than slow it.

For the most part, rural immigrants, at least during the first generation,
join the growing numbers of urban poor. Thus, in its 1976 policy determina-
tion on urbanization, USAID recognized the need to "deal with some ofrthe
critical prob]ems of the urban poor which constrain development and to
understand better the process of urbanization as it re]étes to deve]onment."8
The World Bank had ear]ief conceded that although the emphasi§ on rural
development was essential to the strategy of promoting economic growth

with social equity,~it would be "unlikely to cause significant reduction in
the rapidity of growth in urban popu]atioh or the problems of the larger

cities over the next two decades.“9

Moreover, many governments in developing countries became increasingly dis-
satisfied witn the spatial distribution of their population. Of 116 developing
nations surveyed by the United Nations in 1978, 68 governments reported

that they were strongly dissatisfied with the preseht spatial distribution

of their populations and an additional 42 govérnments expressed partial
dissatisfaction. Only 6 governments considered current distributions
acceptable. 1n Africa, the complaint was over dispérsion and the lack of
agglomeration of population at sufficient Tevels to provide services

efficiently. In Latin America and Asia dissatisfaction arose from the
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increasing concentration of people in a few very large metropolitan
centers. In Central America and the Middle East complaints focused on the
need to achieve more balanced distribution without promoting‘the Spat1a1

polarization found in many industrializing nations.]0

By the end of the 1970s, international development organizations and those
goVernments in déve]oping nations where the pressures of urbanization have
been greatest began ﬁo refocus theirvpo11cies not only on problems of |
cities, but aiso on the complex linkages between urban and rural economies,
and on Qhat the wofld Bank has termed "the important opportunities

for increases in productivity and incomes and for a reduction in the

M 11 1979 some USAID

incidence of poverty" that urbanization might offer.
policy analysts recognized explicitly the positive role that a more balanced
pattern of urbanization might play in promoting equitable economic develop-
ment. "Urban and rural development have to go hand in hand, particularly

if it is kept in mind that the definition of urban includes the whole

- hierarchy of cities from the.metropolis through secondary centers to the
'rural-urban interface' of small cities or rural growth centers," USAID
analyst Harold Lubell argued. "Cities of different size ranges pose
different sorts of problems and serve different functioné in the national

economy. They are all relevant in a strategy for balanced growth;"]z

Such statements reveal a great deal about the direction that urban assistance
policy began to take at the beginning of the 1980s. ‘For as international
assistance organizations and governments in developing nations began to
“reformulate their strategies for dealing with problems of urbanization

they also refocused their attention on a part of the urban system that had
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previously been ignored--middle-sized cities that were large enough to
perform important economic and social functions for their own populations
and those in surrounding areas, but that were smaller than the 1a}gest
metropolitan centers to which most of the benefits of economic development
had previously flowed. By 1979 some USAID officials were ca]]ing for a
long term policy of "building up networks of intermediate cities.” 1In a
USAID policy paper Lubell argued that “this would have the dual advantage
of (a) dispersing urban popu]afions, perhaps thereby reducing the flow
toward the primate cities and (b) building up other centers of urban
activity which can serve as regional catalysts and accelerate the geograph-

ical spread of deve]opment."13

A number of USAID Missions had already been
working with developing country’governments to strengthen intermediate
cities and to develop smaller cities and tbwns in ways that might allow
-them to grow t0 middle size. The World Bank began including packages of
infrastructure and managerial assistance projects for secondary cities

jn its lending portfolio. And policies for midd]e'sized

city development appeared more frequently in theAnationa] development
plans of Third World countries. Many recent development policies assert
that a well developed system of secondafy cities can make service delivery
more efficient and increase the access of the rural poor to thoée facilities
located in cities and towns. Underlying these immediate reasons for
increasing development and management assistance to middle-sized cities is
the growing realization that ufbanization can make positiVe contributions to
national development and that a system of secondary cities is needed to

extend the benefits of urbanization to a larger majority of people in the

developing world.
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THE RATIONALE FOR MIDDLE-SIZED CITY DEVELOPMENT POLICIES

The new emphasis on developing middle-sized cities emerged for a number of
reasons. Among them,four are most often cited in plans and policies. First,
it has been argued that secondary cities are needed to make the pattern of
urban development more balanced and to reverse the extreme polarization of
settlement systems in many countries, especially those with primate city
spatial structures. Second, many‘planners contend that a network of middle-
sizeud cities is needed to stimulate rural development, promote agricultural

productivity, increase incomes among the rural poor and provide off-farm

employment in rural regions. Third, it is argued that secondary cities usually

have low levels of administrative capacity, which must be strengthened if they

are to perform potential development functions more effectively and if national.

governments are to decentralize planning and management responsibility to
Tower levels of government. Finally, in most deve1oping countries the problems
of poverty in urban areas outside of the national capital seem to be worsening
and if they are to be ameliorated, actions must be taken to strengtheﬁ the

capacity of middie-sized cities to provide incomes and jobs to people living

witnin them and to absorb increasing numbers of rural migrants.

Balancing Urbanization and Reversing

Polarization of the Settlement System

One of the strongest reasons for the increased concern with middlie-sized
city development is the unrelenting growth of the largest metropolitan
centers in many Third World countries. Much of the urban population

growth in developing countries has taken place in the largest cities and
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many of these cities are now expanding to unprecedented scale. Developing
nations will surpass industrialized countries in the number and size of

large metropolitan areas in the next twenty years.

1. Rapid Growth of Largest Cities.

In 1950, only 3 cities in developing countries had populations of four
million or more. By 1975 thefe were 17 such cities; and United Nations
demographic studies predict that by the end of the 1990s there will be .
61 cities in the developing world wfth more than four million people,
compared to about 25 in Western industrial nations. By the end of the
century, if present growth trends hold, 21 of the world's 30 largest
metropolitan centers will be in developing nations. The portion of

urban population Tiving in these massive urban centers has tripled in

25 years from a little more than 5 percent to about 15 percént. The
combined population of therlargest metropolitan areas in developing nations
will exceed 323 mii]ion‘by the end of the 1990s. Mexicq City is expected
to become the world's largest metropolitan agglomeration with 31 million
people, followed by Sao Pao]o, Brazil, with 26 million. Shanghai and
Peking are expected to reach 20 million people each, Rio de Janiero to
surpass 19 million, and Bombay, Calcutta and Jakarta to grow to more than
16 million. Seoul, Cairo, Madras, Manila and Buenos Aires, along with
Bangkok, Karachi, Delhi, and Bogota will exceed 12 million, and Teheran,

Baghdad and Dacca are expecfed to reach or surpass 10 million in popu]a'a'on.]4

This scale of agglomeration far exceeds that of metropolitan areas in
Western countries during their post-World War IT period of industrial

growth. Developing nations, however, have far less resources to cope with
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prbblemS‘of massive urbanization. The largest metropolitan centers in
developing nations at the end of this century will be two of three times
“the size'of.the biggest metropolises in industrialized nations in 1950.
Moreover, metropolitan centers of one million or more population have

been growing rapidly in nearly every developing region. (See Table I-1)
There were 31 cities of a million or more people in developing nations

in 1950, containing about 22 percent of the urban population. ' The number
tripled to 90 in 1975 and they accounted for one-third of the urban
dwellers. By 1990, Africa's "million cities" areAexpected to incréase
from the two that existed in 1950 to 37, claiming about 38 percent of the
.urban population. Latin American cities of a million or more peop]é will
have increased from 7 in 1950 to 42 in 1990, and will contain 48 percent
of tne urban residents in the South and Céntra] Americas. East Asia will
have 61 such cities with 40 percent of the urban population and South Asia
will haQe 65 cities of a million or more residents witﬁ 33 percent of the
urban population. If present demographic trends hold, there will be about
284 metropolitan centers of a million or more people in developing nations

within twenty years, wita a combined population of nearly one bi1110n.15

2. High Levels of Population_and Resource Concentration in

Largest Cities.

It is not merely the pace of urbanization that presents growing problems,
but also the pattern of urban population concentration and the social and

economic inequities usually associated with spatial polarization that



Table I-1

Population and PrOJeéted'S1ze of Cities of One Million or
flore Population in Developing Countr1es

1950 - 2000
1950 1960 1970 1980 1990 2000
Less Developed Countries™ :
~ Population (in 000s) 62,345 113,446 192,932 339,373 595,130 931,835
Wunmber of (ities 31 50 74 118 198 284
Reyions -

Africa . »

Population (in 000's) 3,503 7,432 15,415 36,485 83,363 154,620

Hamber of Cities 2 q 8 19 37 57
Latin Anerica

Population (in OOU's) 17,276 30,988 56,383 101,301 164,167 232,158

Number of Cities 7 11 . 17 27 42 .57
tast Asia

Population (in 000's) 33,771 62,117 90,495 131,910 191,270 261,554

Number of Cities 14 24 31 42 61 82
South Asia

Population (in 000's) 19,360 33,267 58,837 105,879 199,085 328,163

Number of Cities 11 16 23 36 65 ‘ 95
Uceania |

Population (in 000's) 3,136 4,021 5,021 7,185 . 11,903 13,427

l{umber of Cities P 2 2 3 6 ‘ 6

Source: Compiled frow United Hations, Patterns of Urban and Rural Population Growth, Population Studies
No. 68 (HNew York: Department of International Economic and Social Affairs, ]980),
Tables 20 and 22.

*Does not equal total of regions.

12 -
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developing countries with limited resources will have to cope with during

‘the next two decades. In many developing countries, the middTe levels of the
urban hierarchy--intermediate cities that could absorb more migrants and

create a riore balanced distribution of urban population--are extremely weak.

Ih developing countries with "primate city" spatﬁa] structures a 1argé
percentage of the urban popu]a@ion, and a substantia1 proportion of the nation's
modern infrastructure, productive activities, social and educational services,
public facilities and employment opportunities is éoncentrated in a single
metropo]itén area. These primate cities have grown to such a size and

level of wealth as to dominate the nation's sett]ement system and economy,

Countries with polarized urban systems include those that have already
become highly urbanized and that are beginning to industrialize, such as
South Korea, as well as those highly urban countries, such as Egypt,
Lebanon, E1 Salvador, Panama, Peru and Chile, in which economic growth

~ has been sluggish and the overwhelming majority of the people remain poor'.]6
In Korea, nearly 40 percenf of the popu]ationvwas urbanized in 1970 and

© more than 37 percent of the urban popu]atioh wés concentrated in SeoU]..
Nearly half of all Panamanians were urbanized, but more than 64 percéht
were concentrated in the capital city. Census estimates for 1978 p1aced
-about 80 peréent of the urban population in Panama City and demographers
predict that by the end of this century two-thirds of Panama's entire
population may be concentrated in a single metropolitan ar'ea.]7 In Egypt,

over 40 percent of the population was living in urban areas in 1970, but

38 percent of them were in Cairo and another 15 to 20 percent were concentrated
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in Alexandria. Lebanon's population was 40 percent urbanized with 60

percent of the urban residents in Beirut.

Primate'city structures are also characteristic of a number of countries
that remain predominantly rural with a re]ative]y small, but highly
concentrated, urban population. Although less than one-third of their
population lived in urban areas in 1970, these countries have seen one or
two metropolitan centers grow to enormous size. Well over 45 percent of
the Philippine's urban population was living in metropolitan Manila in
1970 and an equally large share of Thailand's was concentrated in the
Bangkok region., Nepal had only 5 percent of its people in urban places,

18 1. Latin America, half

but 80 percent of them were 1iving in Kathmandu.
of Bo]fvia's urban population was concentrated in La Paz; 70 percent of
Costa Rica's was in San Jose; and 77 percent‘of Jamaica's was in Kingston.
More than 62 percént of the Uruguayén urban population was in that counfry's
capital city. Similar patterns appeared even in the poorest énd most rural

- countries of Africa; From half to nearly 90 percent of the urban population
of Mozambique, Burundi, Senegal, the Ivory Coast, Malawi, Angola, Scmalia,

Kenya and Tanzania were 1iving in a single c1'ty.19

International assistance organiiations'and many governhents in developing
countries are seeing a middle-size city development strategy as one way

of alleviating many of the problems associated with primate city spatial
structures and po1érized economic deve]opment. Clearly, the primate cities
and large metropolitan centers in many developing countrie; have concentra-
tions of nationé] resources and social overhead assets vastly greater than

their share of national population, and from which only a small percentage
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of the nation's popuiation obtain direct benefits. The metropolitan

centers grew so quickly and to such a large scale in part because they

have been favored'locations for investments, especially those related to

export production, capital-intensive manufacturing, and modern infra-
structure. In Indonesia, for instance, almost 60 percent of foreign

investment and 26 percent of private investment during the early 1970s

was made in Jakarta, which cbntained only about 4 percent of the nation's
population. Central government investments in Jakarta were more than

double the amount made in the province receiving the next highest aHocation.20
A1though central Manila had only about one quarter of the popu1ation of

the Phi]fppines in the early 19705, the bay area of central Man11aka1one
accounted for more than 72 percent of the nation's manufacturing firms,

80 percent of all manufacturihg employment and production and 61 percent

of the nation's hospital beds. It produced and consumed more than 80 percent
of the nation's electrical power and generated 65 percent of the country's

family income.21

Similarly, Bangkok received about 65 percent of the
annual investment in construction in Thailand during the early 1970s and
accounts for nearly three-quarters of all commercial bank deposits in the

22 South Korea's two Major metropolitan centers clearly dominate

country,
the rest of the nation in social, economic and infrastructure investment.
In the mid-1970s over 60 percent of the nation’s medical services were
concentrated in Seoul and Pusan, with Seoul having the largest portion.
More than 60 percent ofveducationa1 services, 71 percent of wholesale
establishments ahd more than half of transportation services were located

23

in these two cities. Similar patterns of concentration of productive

activities, industrial employment, transport services, and modern infra-
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structure and facilities appear in metropolitan centers in many Latin

American and Near Eastern countries.

A]though'many of these countries havé enacted laws aimed at decentralizing
economic activities, social services and commercial and public facilities
from primate cities, the policies have not been successful. In part,

their failure is due to the paucity of secondary and intermediate cities

of sufficient size and diversity to be able to support high population
threshold activities outside of the hationa] capital. Many countries in
the developing world have relatively few middle sized cities and the rural
population is largely scattered in small villages. The secondary.cities
that do exist, as wi11 be seen later, have neither played a strong ro]é in
absorbing rural-to-urban migration nor developed the financial, administrative
and economic capacity to act as countermagnets to the primate city. In
some countries middle-sized cities are not widely distributed throughout
the country in a pattern that can generate more widespread and balanced
urban growth. Thus, a number of governments, such as Thailand's, are
attempting to combine policies for controlling the growth of the primate
city with those for stimulating the development of secondary urban centers
that can become more viable locations for activities that have nowhere else
to locate but in the primate city. The Thai strategy, outlined in the
National Economic and Social Development Plan for the late 1970s and early
1980s involves two major objectives: first, to limit the growth of the
metropolitan area "at some appropriate level so as to check urban congestion
and improve the existing environment," and second, to develop

regional growth centers and upgrade smaller and medjum size towns to a-



- 17 -

population of from 100,000 to 300,000, a size that would enable them to
provide a wide variety of manufacturing, agricultural, commercia1.and

social service§%4 The World Bank is providing assistance with infrastructure
and physical facilities in five regional secondary cities. The USAID
Mission in Thailand proposes to support the orderly growth of secondary
cities by providing basic facilities and services in existing communities,
financing new and improved égficu]tura] marketing infrastructure and
providing financial and technical support for the Thai housing finance

system,

3. Social and Economic Problems in Large Metropolitan Centers.

The growth of massive metropolitan areas and primate cities has created
serious economic and social problems with which most developing countries
do not have the resources‘to cope directly. The largest cities in Latin
America are experiencing serfous housing, transportation, pollution,
employment and service supply prob]emé. High levels of underemployment
| among squatters and recent migrants maintain these people in poverty.
Difficulties in extending and maintaining existing sewer, water and
drainage systems and utility services often create health and sanitation
4prob1ems in densely populated squatter areas and the strains on existing
social, health and educational services become more severe with population

25

growth. Similar problems plague the largest cities in the Middle East

and Asia.26

The costs of meeting social needs in the largest metropolitan centers

are, of course, impossible to calculate with great accuracy, but almost
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all attempts have produced extremely high estimates that are beyond the

present or potential capacity of developing pap1ons to pay. Usihg rough but

conservative estimates, Unikel found in 1970 that if Mexico City reached

a projected population of 21 million--also very conservative--by 1980, the
national government w6u1d have -to spend the equivalent (in 1970 dollars)

of about $3.2 billion a year over the 20 year period to settle new migrants
within the city or to supply the existing population with minimal housing,
water, electricity, transportation, health and education services. Unikel
concluded that this amount of ﬁoney, which does not 1nc1ude the cost of
solving the accumulated deficit in housing, services, and employment
creation over the period, could hard1y be obtained and was equivé]ent to
establishing every year a city comparable in'size to Mexico's second largest

27 Prakash estimated the costs of providing even minimum

city, Guadalajara.
basic urban facilities in Asia's largest metropolitan centers at between
$5.2 ahd $7.5 billion a year during the 1980s and up to $11 billion a year
during the 1990s. He notes that services are not only strained in Asian

28 By building

metropolises, but that they are now deteriorating rapidly.
up the capacity and increasing the number of middle-sized cities many
governments hope to relieve population pressures on the largest metropolises
and contain the growth of intermediate cities to sizes that are more

manageable.

4, Inequities in the Distribution of Benefits of Urbanization.

Another reason for the increased interest in secondary city development
is that, in spite of all the problems, 1living conditions are clearly better

for most people in the largest urban centers. Developing middle-sized cities
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is one means of spreading the benefits of urbanization to larger majorities
of the population and of reducing interregional disparities. In 5977. per
capita income of people living in Thailand's primate city, for example, was
four- times higher than the averége in rural regions, and Bangkok's average
per capita income was 292 percent higher than that of the country as a

29

whole. Average per capita disposable income in San Salvador was twice

as high as in E1 Salvador's rural areas in the mid-1970s and 88 percent

30 Even when adjustments

higher than in the country's other urban centers.
are made for differences in costs of 1iv{ng, residents of major metropolitan
areas, on‘average, are far better off‘than people 1iving in the rest of the
country. USAID estimates of the physical quality of life, a measurement
based on health, educational and social indicators, show that people Tiving
in Tanzania's capital city have far better conditions than rural peop]e.?’.I
Similar conclusions were drawn from ana1y$es in the Philippines: 96 percent
of the households in Manila have electricity cbmpared to 28 percent in the
country as a whole, B3 percent in Manila have sanitary water supplies
compared to about 40 percent in the rest of the country, more than half

have flush toilet fa;i1ities compared to 17 percent outside of Manila. Life
expectancy is higher in Metropolitan Manila than anywhere else in the
country, infant mortality is lower and a substantially smaller percentage
of the metropolitan area's population is living in abject poverty than in

any other place in the Ph'i'l1'pp1'nes.32

A number of countries that are pursuing middle sized city development
strategies are seeking to extend these benefits of urbanization, while

sTowing population growth in the largest metropolitan areas. The government
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of Costa Rica and the USAID Mission have embraced a middle-sized city
-development policy to generate a "better urban spatial pattern [that] can
also present more permanent alternatives to the landless poor, perhaps
relieving some of the pressures on San Jose, which already contains about
25% of Costa Rica's total popu]ation.“33 For more than a decade the
Colombian government has incorporated policies to encourage the developnent
of a system of secondary cities into its dgve]opment plans. Planners
believed that improving the social and economic conditions in intermediate
cities would slow the pace and alter the patﬁern ofvmigration from rural
areas to bogota, which grew at over 6 percent a year during the 1960s and -
197uUs. Colombian planners have encouraged the location of medium-scale

industries, agricultural processing activities and the manufacturing of

farm inputs and consumer goods in intermediate cities and redirected
investment in infrastructure, services, and education to secondary cities

to make them more attractive to rural migrants and to allow them to absorb
more modern manufacturing activities. The government is using housing
construction as a way of stimulating employment, generating income, providing
adequate shelter and encouraging private investment in secondary cities.34
Nicaragua's "National Plan of Reconstruction and Development" for 1975 to
1979 also called for a policy of urban decentralization that would build
up intermediate cities as a way of counteracting strong forces that had

concentrated development in Managua over the past half century.35

Stimu]ating Rural Development and Promoting

Economic Growth with Social Egquity

If the serious problems of large scale urban concentration have been one
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motivation to pursue Secondary city development policies, the
recognition that urban and rural development are inextricably reiated,

_that intermediate cities can play important roles as catalysts for rural
development and that a system of sécondary cities can be important in
achieving economic growth with social equity has been far more influential |

~in raising the priority of secondary city development in recent national
plans. World Bank analysts contend that a middle-sized city development |
program can promote more equitable economic growth in rural regions aside
from whatever impact it has on slowing growth in large metropolitan areas.
In a study for the Bank, Richardson argues that these benefits include:
“stimulating the commercialization and marketing of agricultural output;
the provision of higher order services to residents of peripheral regions;
the promotion of nétional spatial integration'via a more dispersed popula-

- tion; therdifosion of social and technical innovations from the primate
city and abroad; the decentralization of job opportunit{es; and, most
important of all, the more equitable distribution of welfare (among urban

areas and among regions) resulting from an intermediate city strategy'.‘36

But many governments, especially in predominantly rural countries, see

middle city development policies as a way of attaining the stimulative

benefifs of urban growth without creatingythe highly polarized sett]ement
patterns evident in much of the Third World. World Bank analysts underline
the importance of planning to shape the urban system before a country has
reached high levels of urbanization, nofing that "excessive urban concentra-

tion is difficult to correct once it has occurred}"37

More importantly, many of the most rural countries seek to stimulate middle
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size city development because they see the ihextricab1e relationships
between urban and rural development and the role of intermediate'cities

in stimulating agricultural and rural economies. They include countries
such as India, Pakistan and Indonesia that are overwhelmingly rural, but
which also have a few very large metropolitan centers. Most, however,

are developing nations in Africa and the Near East with no significant
urbanization. In Tanzania, Mauritania, Nigeria, Upper Volta, Mali and Yemen
the few urban centers that do exisf are of such small size that population
thresholds are too low to support the variety of services and facilities
needed to stimulate the commercialization of agriculture. In Mauritania,
for example, the population of the largest city is less fhan 150,000 and
the chief towns in rural regions range from a 1ittle more than 2,000 to

less than 23,000 peop1e.38

Even in India, with some of the largest cities
in the world, the overwhelming majority of the population is scattered in
villages of small size. In 1971, over 80 percent of India's nearly 550

million people lived in villages and towns of less than 5,000, and nearly

39 The vast

93 percent of the rural settlements- had less than 2,000 people.
majority of the population in countries or regions without a system of
secondary cities lack access to the services, facilities and resources

needed for rural development.

1. Need for Secondary Cities to Serve Rural Hinterlands.

Thus, a number of USAID Missions in Africa are assisting governments to
locate infrastructure and marketing facilities in such a way as to strengthen
the developmental capacities of smaller cities and market towns. In the

Sudan, as in Yemen, Tanzania and Upper Volta, the highly dispersed rural
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popu1ation remains largely unserved because rural settlements are too
small to support most services and facilities needed to stimulate rural
development. Costs of providing services to widely scattered populations
are extremely high and the use of such facilities is generally low. IBut
as the USAID Mission in the Sudan has pointed out, "w%thoutvaccess to
‘;markets, inputs, education, health and other services, development of the

traditional market sector cannot occur."d)

In Tanzania, both the government
and the USAID Mission have ﬁecogn{zed that the dispersal .of population in
small settlements and on individual farm plots, and the weak 1inkages
between rural éreas and larger urban centers, are major obstacles to
integrating large numbers of the rural poor into the national economic
system. The settlement and transportation systems are not conducive to
1n¢rea§ing agricultural production. "The inability of rural farmeré to
markef their’goods wipes out any incentives offered by the government to
increase prdduction," USAID analysts point out. "The same problem exists

with inputs supply. As a result many of the fertile areas are vastly

underutih’zed."41

The value of secondary cities to rural development is underlined by the
USAID Mission in Thailand in its plans for developing the Northeast Region,
noting that "the towns and small cities of the North and Northeast are in
symbiotic relationship with the rural areas surrounding them. They are an
important intermediate or ultimate market for agricultural production."
Moreover, Mission analysts contend that these middle-sized cities are also
“the local source of agriculturally related capital goods and services

upon which modernization of the subsistence system is dependent."42
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2.. Potential of Middle-Sized Cities to Generate Employment and

| Expand Markets for Agricultural Goods.

In Panama, a key to American aid policy has been to encourage a wider
spatial distribution of population and assets, “particularly as secondary
growth centérs must be developed to meet the structural shift to an off-
farm, employment oriented economy.” USAID analysts point out that "besides
“increasing employment opportunities these centers must become complementary
engines of development on a regional basis, by providing nearby farm areas
with necessary goods and services. In this regard, the Mission foresees

w43 USAID in

long-term involvement in regional deve1opmeht activities.
Costa Rica has embarked on an extensive program of support for middle-sized
city development and management for many of the same reasons. Its assistance
plan for 1982-1986 pofnts out that "small and medium size urban places can

fulfill important functions for their rural hinterlands and investment in

towns and cities off the Meseta Central can therefore have a favorable
impact on the rural sector as well. The inputs and support services which
agricultural development requires can best be located in urban centers."

A major problem in Costa Rica, as in many other deve1oping nations, is
that “the country is not sufficiently urbanized or spatially structured

to support a dynamic and modern agricultural sector'.“44

Deve1opmeht strategies in these countries seek to build the capacity of
smaller urban centers to provide services, faci]ities‘and markets for
agricultural products and to begin absorbing surplus labor as agriculture
becomes more efficient. "There is almost universal agreement here that

programs must be undertaken to generate productive non-agricultural employment,
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aid analysts in Indonesia point out. “Failure to achieve readily perceived
success in this area could threaten the success of all other elements of

the country's development effort."4d

Other governments see the development of midd]e-sized cities as a way of
creating more efficient agro-processing and agricultural 5upport industries
in intermediate urban centers. With larger popu]atfons, the smaller cities
and market centers could offer a wider variety of services, increase food
production and provide greater off-farm employment opportunities. These
~are among the most crucial problems facing the government of Indonesia.
Migration of rural unemployed to towns and cities and the difficulties of
increasing food'production to keep pace with growing rural and urban
popu]ations both suggest, as Atmodirono and Osborn have pointed out,
"important‘roles for middle cities in Indonesia's long range development--
functiohs beyond the industrial and service ones ordinarily associated with
urbanization." They argue that it is the intermediate cities in

Indonesia that wi]] have to bear the responsibility for'absorbing large
numbers of rural people, providing them with employment and services, and
stimulating the expansion of food production on a large scale throuéh

application of urban-based technology and managerial methods.46

3. Role of Middle-Sized Cities in Absorbing Rural-to-Urban Migration

Along similar lines, the USAID Mission in E1 Salvador has argued that the
strengthening of secondary citie§ must be a key element of development
pd]icy because "recent demographic studies show that rural to urban
migration, which until now has been relatively minor, will assume major

proportions in coming years." USAID analysts conclude that "no matter how
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beneficial agrarian transformation may prove to be, industrialization
(and inevitably urbanization) offers the only long range solutions to

w47 In Honduras, the USAID Mission also sees

E1 Salvador's economic woes.
the rapid pace of urbanization placing increasing strains on Honduran
society over the next decade and has outlined a major urban sector develop-
ment program that will "encourage the rational growth of the country's
pattern‘of human settlements and service centers to support the economic
(particularly agricultural) deveTopment of the country and reduce the

migratory burdens on the two major centers."48

Increasing Administrative Capacity and Promoting

Decentralization of Development Planning and Management

Many developing nations are giving higher priority fo the middle Tevel of |
the urban hierarchy for two other reasons. One is the desire of governments
and internationa1 assistance agencies to eXpand the capacity of existing
secondary cities to perform service and production functions more efficiently
and effectively. Many secondary cities have low levels of administrative
capacity, poor planning and management capability, inéfficient service
delivery programs, low levels of revenue raising capacity and are dependent
on the cenfra] government for authority and financial resources to perform
even basic functions. Thus, they cannot easily fulfill their potential
roles in absorbing rural migrants and stimulating the rural economy. The
importance of middle © cities in Kenya, for example, is emphasized by

the USAID Mission's prediction that the country's urban population will grow
from 2.2 million in 1979 to 8.5 million at the end of the century. "The

socio-economic problems attendant with this massive population transition
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will be most acute in Kenya's secondary cities,” Mission analysts note.49

Secondary city governments must thus be able to take initiatives'in

- generating employment, increasing the quality and quantity of housing,
expanding the capacity of markets and strengthening reVenue-raising and
taxing procedures. In Panama, Costa Rica, Honduras and other Central
American nations new interest has been expressed in strategies to build up
regional planning and administrative capacity, increase investment in
infrastructure and housing in regional urban centers and promote new sources

of employment in larger towns and cities outside of the capital.

A closely related reason for the new fnterest in programs for developing
middle-sized cities is the growing recognition of their importan@e for
decentralizing development planning and management functions. Experiments
with administrative decentralization in the Sudan, Tanzania and Kenya
during the 1970s have faltered for the lack of cities of sufficient size
outside of the national capital which could take up more extensive
responsibilities for deve]opment planning and imp]ementation.50 A

system of geographically dispersed intermediate cities seems essential for
the decentralization of private investment as well. Long-term, consistent
decentralization policies for secondary urban centers usually must precede
decentralization of private investment. The World Bank has noted that "to
be effective, decentralization policies must be épp]ied consistently over an
extended period. A stop-go approach provides private investors with
ambiguous signals and reduces their willingness to move from the largest

citie_s."'5.|
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Reducing Poverty and Increasing the Productivity

of the Poor in Intermediate Cities

.Fina11y,‘1t has become increasingly clear in recent years that if
development consisfs, at least in part, of in;reasing the productivity and
incomes of the poor, more attention must be given to the growing numbers

of poor in cities outside of the major metropolitan area. The inextricable
relationships between urban and rural poverty are seen most clearly in
middle-sized cities where urban and rural economies converge. A recent
USAID analysis concluded that problems of poverty were increasingly being
transferred from rural areas to the cities, "where they are more visible
and often more acute."52 The substantial, and possibly growing, problem

of urban poverty cannot be ignored in policies aimed at generating economic
growth with social equity, and cannot be dealt with effectively simply
through rural development programs. World Bank eStimateskhave placed 37
percent of the urban popu]atioh in Africa below the poverty line ($100

per capita income) in 1975 and nearly 26 percent survive on incomes too
Tow to acquire even minimum basic human needs. In South Asia about 58
percent of the urban population was 1living in poverty and about 40 percent
were 11ving at or near subsistence levels. About one-fifth of the people
1iving in urban p1acés in East Asia and the Pacific were surviving on

subsistence incomes.53

Recent analyses undertaken by USAID Missions in developing countries
conclude that much of their poverty exists in cities outside of the major-
metropolitan centers. The Mission in Costa Rica, for instance, notes that

“urban poverty, while concentrated in absolute numbers in San Jose, is
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actually worse in other areas of the country where almost 60% of all

u54 High concentrations of urban

poof Costa Rican urban dwellers live.
poverty were found in the "ring cities" around the capital as well as in the
~ secondary cities of Limon and Puntarenas and smaller towns 1ike Libéria.
Thus, the government will attempt to strengthen the economies of secondéry
cities and increase their linkages to agricultural activities. The USAID
Mission in Ecuador observes that the urban poor in cities outside of the |
national capital are "generally unprepared for city life and face great
difficulties in becoming p;rt of the productive market." Analysts underline
the need for assistance in integrating the poor into the economies of middle
size cities. Néw migrants become "self employed as peddlers, offer their
services as unskilled construction workers or become personal services
workers (e.g., domestics, dishwashers) earning just enough for the most
pressing food needs." 1In coastal cities they join the squatters of the .
barrios and in the Sierra they crowd into rented rooms with no sanitary
services. The report 6b$erves'that "such migrants generally live in abject
poverty, with a sense of helplessness and in an atmosphere of crime and

vice."55

| The USAID Mission in Egypt also sees the need to strengthen the capacity of
secondary cities to provide emb]oyment and meet the basic needs of the

poor living within their boundaries. "Short term priorities will be on
programs ...in the cities where nearly half of Egypt's population lives--

and in particular attention must be given to targeting development programs...
for urbah middle classes and poor groups" in the secondéry and smaller

cities, the Mission's plan for 1982-1986 points out.56
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In Kenya, USAID analysts note that fthe urban poor are expected to be
gradually a more. important target group as the urban population grows

and approaches 25% of the total population by the end of this century."57
The Mission in Pakistan argues that "while the prime importance of attacking
rural poverty cannot be denied, the incidence of urban poverty appears
somewhat disturbing and deserves attention.” It notes that the poor in
cities outside of the national capital require assistance both because they
continue to pour into urban places to escape rural poverty and because

their continued concentration in cities creates potentially severe urban
social and political problems. "Despite higher incomes, the number of

urban poor is higher than a similar figure for rural areas," Mission analysts
contend. "Cities continue to amass slums at an ever increasing rate; and
what is more important, acute awareness of poverty in urban areas has

bred considerable discontent, expressed frequently in the form of street

vio]ence."58

THE NEED FOUR A POLICY FRAMEWORK FOR MIDDLE-SIZED CITY DEVELOPMENT

A]though, as the plans of many developing countries and of some international
assistance brgdnizations recognize, spatial factors are crucial to the out-
come of development efforts, both the Titerature and much of the experience
with déve]opment~1ead to the conclusion that no particular spatial pattern
is, a_priori, optimal or desirable in itself. UTtimately, the value of any
settlement pattern is related to policy objectives and development goals.
Richardson is correct in pointing out that “if 1nterregiona1 equity is an
important objéctive, a dispersed urban system with large regional metro-

polises in each region might be regarded as high]y efficient,” but that
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if rapid, capital-intensive industrial growth with 1ittle regard for distribution.
or regional equity 1is the goal, the urban size hierarchy and pattern of dispersion
of cities 6f different sizes may not be important compared to "achievement of
industrial targets in urban areas with locational advantages, regardless of their
size and location." In countries where rural development is crucial, or at

least of equal priofity to urban industrialization, then as Richardson concludes
"intraregional urban hierarchies, perhaps in the form of central place hierarchies
from a punctiform network of rural service centers up to'the regional metropolis,

will determine the efficiency of the settlement pattern."93

Most of the governments that have expressed an interest in increasing the
number and distribution, and strengthening the economies,of middle-sized cities
seem to share development objectives that can be characterized as "growth-
with-equity" goals. These include:

1. Revefsing the high degree of po]arization in thg settlement
pattern, preventing the emergence of a pr}mate-city dominated
sett]ement’system, or achievfng a more ba]anced distribution of
urban population among cities and towns;

2. Promoting economic growth in such a way as to reduce large disparities
in income and wealth among social groups and geographical regions
and to strengthen the development capacity of lagging regions of
the country;

3. Encouraging agricultural and rural development as the basis for
economic and social progress or at least balancing rural-agricultural
development with urban-industrial growth;

4. Reducing high levels of poverty by eXpanding employnent opportunities

for, and increasing the prbductivity and income of, the rural and



urban poor;

5. Creating strong internal economies that generate demand for
indigenous agricultural and industrial output and increase the
productive capacity of regional as well as nationa] economies;

6. Promoting a widespread capacity for economic development and
meeting basic needs of the population rather than depending on
“trickle-down" or spread effects of highly concentrated investment

in a single sector or location.

To the extent that governments or societies wish to pursue goals that differ

dfastica]]y from these, a secondary cities development strategy may neither be

appropriate nor relevant. An underlying assumption of this study, however,

is that for countries pursuing the growth-with-equity goals outlined above,

a system of secondary cities performing the kinds of functions noted earlier

or described in Chapter Four, and linked to a well-articulated system of

larger and smaller cities and rural service and market centers, can make an

important contribution to acheiving those objectives. This does not imply

that a secondary city development strategy is needed at the present time in
all countries pursuing growth-with-equity goals, but that it is one of a
number of policies that might be considered seriously as a way of acheiving
those goals. This study is primarily concerned with those counfries that
'have already chosen to develop secondary cities, and seeks to examine the
nature and characteristics of secondary cities in developing countries,

the functions that middle cities can and do perform, the factors that affect
the dynamics of fheir growth, and the forces that determine the degree to
which they are, or can be, catalysts for the development of the regions in

which they are located. It attempts to synthesize the knowledge about
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secondary cities in developing countries that will be useful in formulating
policies and programs of assistance that national governments and international
deve]opmént organizations can pursue to increase the number, distribution and

functional capacity of middle-sized cities where such a strategy is deemed

desirable and feasible.

Inevitably, the question of definition arises in the formulation of secondary
city development policies. Part of the comb]exity of formulating

appropriate assistance strategies lies in the difficulty of agrgeing on a
definition acceptable in a large number of countries. The importance of

a widely accepted definition may be greater for comparative analysts, however,
than for policy planners in particular countries, for ultimately what constitutes
the middle range of the urban hierarchy must be defined by each government on

the basis of unique social, economic and physical conditions within that

country.

In this study, which attenpts to analyze secondary cities in countries that

differ widely in their economic, social and physical conditions, a combination

of population size and functional characteristics is used to define inter-
mediacy. A functional definition is most appropriate--secondary cities are

what secondary cities do--but the lack of information on functional character-
istics of cities in most developing countriesrforces planners and analysts

to usé much less satisfactory criteria, usually population size information

that is most readily available, but when used alone is perhaps the least desirable.
As Richardson has emphasized, size alone is not an accurate predictor of a

city's functional characteristics or of its economic efficiency, and should

not be used alone in designing development strategies. GCities of the same
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size may perform quite different functions depending on their location, their
distance from larger and smaller settlements, and the size of their market area
or hinterland popu]ations.60 But,again, these are data that are more likely
to be available, or to be more easily collected, for studies of individual

countries than for international comparative analyses.

This study begins by examining cities in a specific population size range
and then examines the kinds of functions that these cities perform or are
potentially capable of performing. For a variety of reasons outlined in
Chapter Two, cities of between 100,000 in population and up to but not
including the largest city, whatever its size, are defined as intermediate
urban centers. The lower limit was chosen not because anything magical
happens to cities when they reach 100,000 in population, but because very
1ittle comparative data are available for cities'under 100,000, and more

importantly, as will be seen later, there seem to be significant differences

in the socio-economic characteristics of settlement categcries larger and
smaller than 100,000 in population. Perhaps the most important factor, however,
’is that cities with more than 100,000 people seem to have a high probability of
performing the kinds of non-agricultural economic and.social functions that

are crucial to‘achieving the growth-with-equity goals identified earlier.

This is not to say that smaller cities do not or cannot perform significant
nonagricul tural economic functions or that all cities with populations greater
than 100,000 do perform urban economic activities effectively, but that

by examining cities of between 100,000 and 2.5 million in population there

is a high probability of identifying the roles and functions performed by
intermediate cities in most developing countries and de]ineating a stronger

image of the social and economic characteristics of middle range urban centers.
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Although this approach has 1imitétions,'the sparcity of functional data on
smaller B cities in most developing nations ieaves Tittle a1ternative,'and
there are some important insights on the charéctefistics df cities falling
within this size range to be gleaned from the analysis. Despite the fact
that theré may not be direct relationships between population size and
economic functions for individual cities, in many countries categories of
cities within the population range differ from each other and from categories
of cities below 100,000 in population. Moreover, to the extent that many
urban services and facilities as well as private commercial and production
establishments require'some minimum population threshold and agglomeration
economies to opperafe efficiently, population size and density may ﬁrovide
initial clues about the probability that cities in different size categories
can perform various functions. As will be seen in Chapters Two and Four,
there tends to be a strong association of some urban functions and employment
structures and different city size categories, With variations within categories
often being due to distance from major metropolitan centers or the history
of government investment in infrastructure and services needed to support
particular economic activities in specific cities. In general, larger metro-
politan centers, because of their size and economies of scale, seem to be
better able to support large-scale manufacturing establishments, specialized
medical and educational institutions, and other "high order" fuhcfions than
small cities; the mix of economic activities in larger cities differ from
those in many smaller cities; and the attractiveness of cities in larger

size categories seem to be greater for various "high threshold" functions
than that 6f smaller cities. The different social and economic characteristics

of cities in different size categories may provide important clues
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about the probability that they can perform various functions important for

acnieving growth-with-equity development goals.

Although {t is evident that strengthening middle-sized cities is becoming

an important element of urban deconcentrétion and rural development policies

in many developing countries, relatively 1ittle is known about the character-
istics of these urban centers and the current and potential roles they may
play in regional development. A number of studies have been done of individual
secondary citieé in developing nations, but little attempt has been made thusfar
by international organizations or hational Qovernments to review and compare
them as a basis for formu1ating a framework for middle-sized city development.
In most developing countries programs for strengthening intermediate cities
have largely been reactive. Policies were pursued to deal with specific
problems of regional inequity or metropolitan congestion. Scholarly

research on urbanization in developing nations has focused almost

exclusively on large metropolitan centers»and primate cities. Thus, the -
state of knowledge cohcerning thé growth patterns, deve]opmént dynamics,
functional characteristics and potential roles of intermediate cities in
deconcentrating urbanization and stimulating rural development is weak,

at best. Little of the previous experience that development planners

have had with promoting "growth poles" seems relevant in 1ight of the
growth-with-equity strategies that governments have been pursuing in the

1970s, and are likely to pursue for the rest of this century.
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The ability of international assistance agencies such as USAID, the World
Bank anq United Nations to provide help in developing and managing middle
size urban centers depends in part on expanding their know]edgé of the
characteristics and functional roles of intermediate cities. Once more is
known about these settlements, more comprehensiVe assistance strategies

and development policies can bévformulated. This study seeks to provide

a base fdr policy formulation, technical assistance and project identifica-

tion as well as for further research.
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CHAPTER TWO

THE SOCIAL AND ECOHOMIC CHARACTERISTICS OF
THTERMEDIATE CITI:

The sparsity of comparative analyses of secondary cities and the
differences in perception and definition of what constitutes the middle
level of an urban hierarchy have hampered more systematic efforts at
policy formulation, program planning and project administration within
international assistance agencies and govefnments in developing nations.
Ultimately, more effective development strategies depend on a better
understanding of the social and etonomic characteristics of middle-sized
cities, their patterns of development, the dynamics of their economies
and their potential for growth. Progress in building khow]edge for the
formulation of secondary city development policies depends, in turn, on
identifying more concisely the class of cities to be dealt with and on
analyzing their characteristics in comparative perspective. In this
chapter one definition‘of the midd]e level of the urban hierarchy is
offered and the classification is used to compare the demographic and

economic characteristics of intermediate cities.
DEFINING "MIDDLE-SIZED" CITIES

The concept of "middle-size" is inevitably relative and the range of
cities that constitutes the middle level of the urban hierarchy will
always vary among countries, depending on their patterns of urban settle-
ment, their level of economic development and the structure of their
economies. But some general notion of what a "middle-sized" city is must
precede attempts at comparatfve analysis. The most convenient and

frequently used criterion is relative population size. In more economically

- A2 -
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developed and highly urbanized countries of Asia, latin America and the
Middle Last, middle-sized cities are generally those with populations of
Kore tnah 100,000, ranging up to 2 or 2.5 million. The largest cities in
these countries, as noted earlier, have from six to 20 million residents.

In parts ot Central Aierica, many countries in Africa and some of the poorest
countries in the Middle East and Asia, however, the largest cities are

quite small  and few urban centers have grown to 100,000 in population.

In these countries cities of from 40,000 to 150,000 may perform some

urban functions, or urban characteristics may not be found in any sett]ements.
outside of the largest city. For all practical purposes, many of these
countries may not have an intermediate level of urban centers with functions

and characteristics found in otuer parts of the developing world.

Population size alone, however, does not adequately define the concept

of intermediacy in urban systems. Population density, the physical area

of the urban unit, the proportion of the Tabor force engaged'in nonagri-
cultural occupations, the mix and diversity of economic activities, physical
characteristics and the relationships of cities with others of different
sizes have been used to refine the demographic definition of an intermediate
city. Many analysts insist that intermediate urban settlements must perform
"central place” functions; that is, their economic and social activities--
and thus, the cities themselves--must serve people living in rural areas |
‘and other towns. Moreover, intermediacy in an urban hierarchy connotes

not only a middle size population, but a]soyinteraction between people and
organizations located within middle-sized cities and those located in larger
and smaller urban places. The concept implies that cities in the middle

level of the urban hierarchy should connect,-transfer and disseminate, that
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they are channels through which important economic and social interactions
occur. Atmodirono and Osborn contend, in their étudy of intermediate
cities of Indonesia, that such places "possess a dfstinct middle function
in development policy flows between the center (Jakarta and the central
government) and the smaller regional settlements in economic, social,

ol Further, Osborn argues

governmental and generally modernizing respects.
in his comparative analysis of middle cities in Malaysia and Indonesia
that the term also connotes "functional intermediacy in the flows of power,

innovation, people and resources among p]aces.“2

Some cities with populations
over 100,000 may not perform these intermediate economic, social and physi;a]
functions; if they do not have urban employment and economic characteristics
and do not serve populations 1living outside of their own boundaries, they

cannot be considered intermediate in the functional sense.

The determination of functiona1‘intermediacy~is quite difficult, however,
and requires detailed analyses of individual cities. Little information
usually exists at an aggregate level abéut the functional characteristics
of cities in developing countrieé, and information about flows of people
and resources is even more scarce. Thus, analysts fall back on population
size as an initial criterion for identifying and describing the middle

level of the urban hierarchy in developing countries.

Relative population size is both a convenient and initially useful criterion
for identifying and analyzing middle-sized cities because a good deal of
empirical evidence from both developed and developing countries shows a

3

positive correlation between city size and functional complexity.” If,

in fact, there is a strong relationship between population size and the
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variety of functions found in cities, population at least provides a
starting point for identifying the universe of cities to be examined and
'ana1yzedlin more detail. Although a number of city size classifications
have beén devised, this stUdy uses the\genera1 classification suggested
by Lubell, who divides urban p]aces in developing countries into three

levels:

a) the metropolis--a large city, usually the national capital

- of a small country (e.g., Lima in Peru) or a major regional
capital in a small country (e.g., Sao Paulo and Rio de Janiero
.in Brazil; Calcutta, Bombay and Madras in India); b) secondary
centers--small cities ranging in population from 100,000 to 2.5
million or more; and c) the rural-urban interface--small cities
or rural growth centers ranging, according to country context,
downward in population from 100,000 or more.4

This analysis will focus on cities of at least 100,000 population and up
to,but not including,the Targest city or cities in the country, énd they

will be referred to interchangeablyas "middle-sized," "secondary," and
"intermediate" cities. Although this classification may exclude towns

in some parts of the developing world that governments hay consider to

be middle-sized and that indeed may have urban economic and social chéracter-
~istics, it offers a high probability of encompassing the large majority of
cities that perform intermediate urban functions in developing nations. It

is assumed that, in most developing countries, cities of Tess than 100,000

population perform basically agricultural and rural service functions that
are ‘important for development, but are not usually considered to be
"yrban" in character, and some evidence will be offered Tater to support

this assumption.

The upper 1limit of the range of population sizes for middle level cities
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must, of course, vary among countries. As noted earlier, in highly
urbanized countries the largest city may have ten or more million people
and secondary metropolises may reach 2 or 3 million in population; in
countries with low Tevels of urbanization, the largest city may not have
yet reached even one million. There is, however, a wide gap in population
size between the largest city and secondary urban centers in most deve1oping
nations. This is especially true in countries with primate city settle-
ment systems because of the very concept of primacy; that is, the primate
city, by definition, has a substantially larger portion of population than
the next two or three largest cities. 1In these countries, the second level
metropolitan centers can easily be distinguished from the largest and

they in turn are distinct in size from other middley1eve1 cfties. For
example, in Egypt, the Cairo metropolitan area had grown to nearly 6.5

| million people by 1975, almost three times the size of the next largest
city, Alexandria, which was nearly 10 times the average size of all other
cities w}th more than 100,000 people. In Mexico, there is a very distinct
size difference between Mexico City--with nearly 12 mi11ioh people in
1975--and the second largest métropo1itan centers of Guadé]ajara and
Monterrey, wifh 2 énd 1.6 million people respectively. The average size
of all other middle size citiés in Mexico was 286,000.5 Simi]ér1y, Bogota
was four times the size of Medellin and Cali in 1975, which were more than
four times the size of other intermediate cities in Colombia. Jakarta

was at least three times larger than Bandung and Surabaya, which were
three times 1argér than the average intermediate city in Indonesia; and in
South Korea, the Seoul metrobo1itan area had about 7 million people in

1978, making it three times larger than Pusan and five times larger than
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Taegu, the country's next largest cities.

Even in countries with low levels of primacy, or with dual primacy (that
is, with two or more very large urban agglomerations), a distinct
population size gap appears between the largest cities and secondary
metropolitan centers, and between the'secondary metrobo]ises and the
‘average middle Tevel city. Bombay and Calcutta had populations estimated
to be more than 8 million in 1980; the next largest metropolitan centers

in India--Delhi, Madras, Ahmedabad, Bangalore, Hyderbad, Kanpur, Nagpur

and Poona--pad from 1 to 5 million people. They were three or four times
larger than the average size of cities over 100,000 population. Similarly in
Brazil, the Sao Paulo and Rio de Janiero metropolitan areas, with 11 and

9 hi]]ion people respectively, were four to five times larger in 1975 than
second Tevel metropolitan centers, which in turn were five to six times

the size of other cities with more than 100,000 people.

Thus, whether the country has high or low levels of primacy, there are
strong population size differences among classes of cities in many
developing nations, and often there are substantial population size gaps

between secondary cities Of over one million and other middle level cities.

DEMOGRAPHIC CHARACTERISTICS OF MIDDLE-SIZED CITIES

Any attempt to analyze the characteristics of middle-sized cities in
developing countries quickly meets severe data limitations. The primary
sources of information, national censuses, are always somewhat out of

date and relatively 1ittle social and economic information beyond population

characteristics are generally collected for smaller cities. In some countries
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data are not disaggregated by city but are reported by province or
districts. Problems of comparison are compounded by the fact that city
boundaries often change from one census to another. International
demographic studies often simply aggregate data frdm'nationa] censuse§
and rarely provide information on cities that are not major metropolitan
areas. It is not unusual to find discrepancies in the number and size
of citiés in different size classes among international studies and between
them and national population analyses. Despite these limitations, the
data that do exist provide a profile of general trends in middle-sized
city population growth and distribution that are useful in understanding
their position in the urban systems of developing countries and in the

process of secondary city urbanization in the Third World.

Demographic data show that although middle-sized cities have been growing
in both number and population since 1950, theifvre1ati§e growth and |
capacity'to absorb population increases has been weak in most developing
nations. In most regions of the deve]oping world they have grown more
slowly than both smaller urban places and the largest metropolitan center.
Few cities have exceeded 100,000 population in Africa, Central America

and the poorest countries of Asia and South America. Midd]é-sized cities
in most parts of the developing world have absorbed a much smaller share
of the rural to urban migration than the largest cities over the past
quarter century. In some countries, the middle cities' share of urban
and total population has been declining. Yet, despite their relatively ’
weak position in the'urban hierarchy of most countries, the number of

intermediate cities had increased to over 640--with a population of more
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~than 327 million--in 1980. In sheer number and sizé they are an

. important component of urban settlements in developing countries. Demo-
graphic characteristics and trends differ widé]y within and among
deve]oping'regions, of course, and generalizations must be tempered by

an examination of those differences.

1. Middle-sized cities in developing countries have been growing

rapidly in both number and population since 1950.

United Nations demographic surveys indicate that thé’number of intermediate
cities--those between 100,000 and the largest city in the country--more
than doubled between 1950 and 1981, from 301 to 644, (See Table II-1.)

In Africa, the Middle East and South America the number of intermediate
cities more than tripled. By 1980 there were 81 intermediate cities in
Africa compared to 22 in 1950; in the Middle East the number increased

from 19 to 66 and in South America there were 110 such cities compared

to 34 in 1950. 1In Central America midd]e-sized cities increased from 13

to 37, and in Asia their number grew by nearly 65 percent to about 350

over the three decades.

Some developing countries recorded sharp increases in their numbers of
middle-sized cities since 1950. The number grew from 5 to 14 in Egypt,

5 to 22 in Nigeria, 7 to 17 in South Korea, 76 to 144 in India, 8 to 20

in Pakistan, and 6 to 15 in the Philippines. In Iran the number of
middle cities increased from 7 to 24 and in Turkey from 7 to 20. Mexico's
intermediate cities increased from 11 in 1950 to 30 in 1980. Ouring

~the same period they increased from 12 to 43 in Brazil and 7 to 23 in

Colombia. (See Tables II-2 through II-5}.



. Table 1I-1

Humber, Population and Growth Rate of Middle-Sized Cities in less
) Developed Reyions: 1950, 1970 and 1980 :

Number of Middle Population of Middle Percent Increase in
Region Size Cities Size Cities (in 000's) Middle Size City Population
1950 1970 1980 1970 1980 1970-1980 ' :
Africa 22 74 81 18,203 30,024 : 64.9
Middle East 19 56 66 14,068 24,617 - 74.9
Central America 13 36 37 10,153 16,847 65.9
South America 34 105 110 32,263 51,988 61.1
East and Southeast - :
~ Asia 213 335 350 150,397 204,079 35.7
A1l Reyions 301 606 644 225,084 327,555 8.5

Source: Compiled from United Nations, Patterns of Urban and Rural Population Growth,
, (New York: U.N. Department of International Economic and Social Affairs,
1980), Population Study No. G3, Table 48.
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Table II-2

Number, Population and Growth Rate of Middle-Sized and Largest Cities in
Developiny Countries of Africa, 1970 and 1980

Region, NHumber of Population % of Urban % Population Population % of Urban % Population
Country Middle Size of Middle Pop. in Growth in of Largest Pop. in Growth in
Cities Cities (000's) Middle Cities Middle Cities City Largest City Largest City
1970 1980 1970 1980 1970 1980 1960-70 1970-80 | 1970 1980 1970 1980 1960-70 1970-80
East Africa A
Burundi 0 0 0 0 - - - - 74 98 -- - 15.6 32.4
Ethiopia 1 1 226 439 9.7 9.6 21.0 94.2 | 784 1668 33.8 36.6 103.6 112.7
Kenya 1 1 256 396 22.3 17.8 58.0 54,6 | 550 1275 48.0 57.4 131.1 131.8
Madayascar 0 0 0 ) -- -- -- - 373 625 38.1 36.4 49.8 67.6
Malawi 0 0 0 0 -- -- -- -- 148 352 36.4 18.8 -- 137.8
Mauritius 0 0 0 0 -- - -- -- 136 153 39.3 30.2 22.5 12.5
Mozambique 0 0 0 0 -- -- -- -- 375 750 80.1 83.2 106.0 100.0
Somalia 0 0 0 0 -- -- -- -- 190 377 29.5 34.2 - 98.4
Uganda 0 0 0 0 -- -- -- -- 357 813 45.6 51.5 134.9 155.7
Tanzania 0 0 0 0 -- -- -- -- 375 1075 40.8 50.4 128.7 186.7
Zambia 5 5 732 1323  56.7 59.2 -- 59.2 [ 299 791 23.2 35.4 - 164.5
Middle Africa A
Angola 0 0 0 0 -- -- -- -- 465 959 54.8 63.6 115.3 106.2
Cntl. Afr, Rp. 0 0 0 0 - -- -- - 187 297 37.2 36.3 55.8 58.8
Chad 0 0 0 0 -- -- -- -- 155 313 37.4 39.3 - 101.9
Cameroon 1 1 178 352 15.0 14.4 -- 97.8 | 250 526 21.1 21.5 44,5 110.4
Zaire 9 9 1916 3379 29.0 30.5 130.6 76.4 {1367 3089 20.9 27.9 168.0 125.9
North Africa : _
Algeria 6 6 1194 1682 18.3 13.9 53.6 40.8 {1075 1391 16.5 11,5 23.1 29.4
Egypt 14 14 4577 5911 32.5 30.9 44.7 29.1 | 5480 7464 33.9 39.0 47.1 36.2
Libya 1 1 213 3% 32.1 28.7 104.8 85.9 | 388 880 58.4 63.7 122.9 126.8
Morocco 9 9 2861 4292 54.6 51.9 42.6 50.0 [1525 2194 29.1 26.6 38.5 43.9
Sudan 2 2 246 452 9.5 8.5 -- 83.7 1 771 1621 110.1 110.2 29.9 30.6
Tunisia 1 1 243 305 10.8 8.9 58.8 25.5, 760 1046 34.0 30.8 26.7 37.6
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West and South

Africa

Benin
Botswana
Ghana
Guinea
Ivory Coast
Mali
Mauritania
Namibia
Niger
Nigeria
Seneyal
Sierra Leone
Togo

Upper Volta
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Table II- (continued)

10.4 -- -~ | 208 685
- -- -~ -- 1o
18.8  46.2 51.4| 754 1416
8.2  -- --| 330 73
-- -- -- | 356 685
-- -- -- | 249 440
-- -- -~ - 198
-- -- R S K1
-- -- - | - 206
65.3 133.1 91.5| 1389 2517
17.2 -- -- | 559 821
17.4 -- -- | 202 388
-- - - | 150 273
-- -- - | - 123

47.4

30.0
60.8
29.8
33.2

12.6
60.1
42.5
53.4

62.
47.
34.
79.
32.

38.
29,
31.
16.
64.
46.
60.

LOOVONPNOWVMPDOODO W

235.8

87.8
131.2
92.4
76.7

8.1
46.9
83.0
82.0

Source: Compiled from United Nations, Patterns of Urban and Rural Population Growth, (New York: U.N. Department
of International Economic and Social Affairs, 1980), Population Studies No. 68;
Table 48.
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Table II-3

Number, Population and Growth Rate of Middle-Sized and Laryest Cities in
' Developing Countries of Central and South America,
1970 and 1980

Region, Humber of  Population of %of Urban % Population Population #Urban ~ % Population
Country Middle Size Middle Cities Pop. in Increase in of Largest Pop. in Increase in
Cities (ov0's) Middle Cities Middle Cities City (000's) Largest City Largest City
1970 1980 1970 1960 1970 1960 1960-70 1970-80{ 1970 1980 1970 1980 1960-70 1970-80
Central
America ‘
Cuba 5 5 864 1200 16.7 17.4 144.7 40.9 ;1751 2139 33.9 31.0 20.9 22.2
Dominican Rp. 1 1 270 504 15.4 16.3 92.8 86.6 300 1661 51.4 53.8 93.9 84.6
Haiti 0 0 0 0 -- - -- -- 419 689 ~ 50.1 55.8 75.3 64.9
Jamaica 0 0 0 0 - - -- -- 546 706  69.7 65.2  28.7  29.3
Costa Rica 0 0 0 | - - - 452 637 65.6 64.2  48.2  40.9
E1 Salvador 0 1 0 124 -- 0.6 -- - 336 433 24.3 21.9 32.3 28.9
Guatemala 0 0 0 1] - - - - 733 1004 38.8 - 36.3 34,7 36.9
Honduras 0 0 0 0 -- -- - - 235 423 32.0 33.1 80.8 80.0
Mexico 30 30 9019 15019 30.4 32.2 103.9 66.5 | 8997 15032 30.3 32.2 75.7 67.0
Nicaragua 0 0 0 0 -- -- - -- 411 683 44,2 46.9 65.7 66.2
Panama 0 0 0 0 -- - -- -~ 443 695 63.7 66.3 64.0 56.8
South
America o ) ) :
Aryentina 14 15 4669 6017 25.1 26.9 28.8 28.9 | 8469 10084 30.1 45.2 22.2 19.1
Chile (5 6 1028 1354 14.6 14.8 93.6 31.7 | 2889 3977 40.9 43.6 48,2 38.4
Uruguay 0 0 0 0 -- -- -- - 1312 1439 54.1 52.5 11.6 9.7
Bolivig 3 3 Hol 835 37.3 41.1 304.0 66,7 615 893 45.8 43.9 44 .4 45,2
Brazil 43 43 14995 26267 28.2 31.9 124.9 75.2 115101 24194 28.4 29.4 69.2 60.2
Colombia <3 23 7025 10492 53,2 49.5 92.3 49,3 12776 5493 21.0 25.8 112.0 97,8
Ecuador 1 2 926 967 22.1 26.0 59.4 33.8 730 1093 30.6 29.5 58.4 49.7
buyana ' 0 U 0 0 -- - - - 165 193 100.0 100.0 11.4 16.9
Paraguay U U ] 0] -- -- -- -- 379 529 44.4 43.9 35.4 39.6
Peru 8 8 1245 2374 16.3 19.8 386.3 90.7 | 2934 4682 38.6 39.2 66.9 59.5
Venezuela 10 10 227 3682 28.2 31.2 146.8 62.1 | 2111 3093 26.2 26.3 58.1 46.5
Source: Same as Table II- . *Rio de Janiero and Sao Paulo combined in largest city category.
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Table II-4

Number, Popu]atlon and Growth Rate of Middle-Sized and Largest Cities in
~ the kiddle East, 1970 and 1980

Number of "Population of % of Urban % Population VPopu]ation % Urban ) % Population
Country Middle Size Middle Size Pop. in Increase in of Largest Pop. in Increase in
Cities Cities (000's) Middle Cities Middle Cities City(000's) Largest City Largest City

1970 1980 1970 1980 1970 1980 1960-70 1970-80 1970 1930 1970 1980 1960-70 1970-80

Iran : 19 24 4192 7855 35.6 40.9 103.1 90.? 3264 5447 28.1 28.4 71.3 66.9
- Iraq 7 8 1608 = 3045 29.4 32.3 139.3 89.4 2510 5138 46.0 54.5 145.1 104.7
Jordan 1 2 140 351 12.3 19.7 - 150.7 394 655 34.8 36.6 75.1 66.2
Kuwait 1 2 109 396 18.7 31.1 - 263.3 224 404 asg.5 3.7 43.8 80.4
Lebanon x 1 1 - 183 240 11.9 9.4 32.6 31.1 1106 2003 72.4 73.6 108.3 81.1
Saudi Arabia q 5 891 1685 23.6 24,2 122.2 89.1 1096 2293 29.1 32.9 117.5 109.2
Syria : 4 4 1106 1656 40.8 38.6 64.8 33.2 912 1406 33.7 32.8 56.4 54.2
Turkey 19 20 5839 9349 43.1 43.7 73.3 60.7 2760 5162 20.5 24.0 90.6 86.4
Yemen (Hortn 0 0 0 0 - - - - 255 358 55.3 50.3 34.9 40.4
Yemen (South 0 0 0 0 - -— - - 111 199 31.9 25.1 - 79.2

Source: Compiled from United Nations, Patterns of Urban and Rural Population Growth, (New York: U.N.
Department of International Economic and Social Affairs, 1980), Population Study
Ho. 68; Table 48.

*Riyadh and Jeddah combined in largest cities category.
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Table II-b

Number, Population and Growth Rate of Middle-Sized and Largest C1t1es in
East and Southeast As1a 1970 and 1980

Country Humber of  Population of % of Urban % Population Population 2 of Urban - % Population

Middle Size Middle Size Pop. in Increase in of Largest Pop. in Increase in

Cities Cities (000's) Middle Cities Middle Cities City (000's) Largest City Largest City

1970 1880 1970 1980 1970 1980 1960-70 1970-80| 1970 1980 1970 1980 1960-70 1970-80
Baigladesh 5 5 1532 2856  29.7 29.9 31.0 86.4 1289 2841 25.0 29.8 147.9 120.4
Burina b 5 1029 1536 16.2 16.1 63.5 49.3 1453 2185 22.9 22.8 48.5 50.4

China, P.R1T 137 - 91615 -~ 518 --  56.4 - 16500 -~ 9.3  -- 29.9 --

Indla* 135 144 45482 638958 42.5 44.6 59.8 51.6 12722 17165 11.9 11.1 33.1 34.9
Indonesia 26 26 w930 12531 44.0 40.0 43.1 39.5 4450 7263 21.8 23.2 64.3 63.2
Korea, Horth 8 8 1940 317N 27.8 29.6 118.2 63.4 911 1283 13.1 11.9 43.5 40.8
Korea, South 17 17 6130 10152 48.0 40.6 91.3 65.6 5322 8490 41.6 40.5 125.3 59.5
Malaysia 4 4 770 1100 27.2 26.7 99.bH 42.9 649 1106 22.9 26.9 75.4 70.4
Nepal ‘ 0 0 J U - —-— -- -- 146 190 33.2 26.8 23.7 30.1
Pakistan 15 20 6077 10025 40.4 42.8 49.4 64.9 3139 5005 20.9 21.4 56.9 59.4
Philippines 15 15 2629 4153 21.2 21.9 127.8 57.9 3591 5664 28.9 29.9 56.9 57.7
Sri Laqka 2 2 2H8 337 9.4 8.2 155.4 15.3 561 647 20.5 15.7 14.9 15.3
Taiwan! | 1 -- 3270 -— 35,2 - 76.5 - 2150 -- 23.0 -— 49.0 --
Thailand? 1 2 111 237 - 3.4 -- 113.5 3205 4870 67.8 68.5 49,0 51.9

Source: Compiled from United Wations, Patterns of Urban and Rural Population Growth, op. cit., Table 48.

+ Peking and Shanghai combined in Targest city category. :

* Bombay and Calcutta combined in largest city category.

1. 1970 data from Kinygsley Davis, World Urbanization 1950-1970, Berkeley: University of California, 1969.
United Nations reports combine the Republic of China and the People's Republic of China for 1980 estimates.

2. 1975 data frow Government of Thailand, Economic and Social Developrent Board, 1976.
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The population of middle-sized cities‘increased even more dramatically
over the 30 year period. In African countries it rose from 18 to 30
million between 1970 and 1980 alone. During the‘1ast 10 years the total
population 1iving in intermediate cities in the Middle East grew from 14
to 24 million, in Central and South America from 42 to nearly 69 million
and in East and South Asia from 150 to 204 million. The average incréase
in population living in-middle-sized cities in all developing regions

was over 45 percent between 1970 and 1980, ranging from 36 percent in

Asia to 75 percent in the Middle East.

The highest growth rates in middle cities of developing nations occurred
during the 1950s and 1960s. In African countries their populations grew
at an annual average of nearly 7 percent during the 1960s and decreased
slightly to a still high 6.5 percent during the 1970s. In the Middle
East intermediate city populations grew by an average of 9 percent a year
during the 1960s and increased to s1ightly more than 10 percent a year
during the 1970s. In Central America they grew by more than 11 percent
and in South America by 15 percent a year during the 1960s dropping to
6.5 and 6;1 percent, respectively, during the 1970s. The most rapid
growth of intermediate city populations in Asia occurred during the 1950s;
but during the 1960s these cities were still growing by about 4.2 percent
a year and during the 19705'by nearly 3.6 percent. In nearly all cases,
the growth rate of population in middle size cities exceeded that of the

nation as a whole.

2. Relatively, however, intermediate cities have been growing

slower than cities in larger and smaller size categories.
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Despite the rapid absolute gfowth in the number and population of inter-
mediate cities over the past 30 years, secondary cities have been growing
re1ativé1y slowly compared to the largest cities and smaller towns in most
developing nations. Only in those countries in Latin America and Asia
where the largest cities have already reached enormous sizes have the
populations of middle cities grown faster than the largest metropolis.

In Latin America, the populations of intermediate cities grew abbut

8 percent faster than the total population of the largest cities, and in
Asia the increase in their population was nearly double that of the

largest cities.6

In much of the rest of the developing world, however, the total population
of middle cities increased more slowly than that of the largest city.
Only a few African nations had significant numbers of secondary cities.

In 1980 only Zambia, Zaire, Algeria, Egypt, Morocco and Nigeria had more
than two each and the populations of the largest cities grew by an average
of 88 percent between 1970 and 1980 compared to the avefage of 65 percent
in middle-sized cities. In only four African countries did the combined
population of middle cities grow faster than that of the largest city

during the 1970s. In half of the 16 countries in Africa with at least one

city over 100,000 population, the 1afgest city grew at a rate much higher

than the average in middle-sized cities during both the 1960s and 1970s.
(See Table I1I-2.)

In Central America only Cuba and Mexico had more than one intermediate city

~and in neither country did the number increase. The total population growth

in middle cities of Central American countries was less than three quarters
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of the population increase in the largest cities between 1970 and 1980.
In the Middle East, where intermediate cities have been gfowing rapidly
in number and population since 1950, the largest cities had higher
population growth rates than middle-sized ¢ities during the 19705. (See
Tables II-3 and I1I-4.) | |

Demographic studies undertaken by the United Nations indicate that in
developing countries, cities of any size that were national capitals, and
the largest cities, grew more rapidly than non-capital cities. In many
éountries even sma11er cities that were capitals grew faster than largest
and intermediate cities that were not. "Being the largest city in a
country confers a growth increment about ha]f as large as that pertaining

to capitals,"” analysts note. Although the small number of cities involved
made the results statistically insignificant, the analysts point out that
the trends "are clearly consistent with the view that spatial patterns

of government expenditure bias patterns of city growth toward the largest

city and particularly toward capital cities.“7

3. Intermediate cities have played a relatively weak role in

absorbing population increases in most developing countries

or in creating a more balanced spatial distribution of population.

The relatively weak role that middle-sized cities have played in absorbing
population growth or balancing the spatial distribution of population is
seen in changes in population djstribution‘in developing countries ffom
1950 to 1970. Even though intermediate cities have incréased significantly

in number and absolute population size, their relative share of population
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has not increased gréatly compared to the largest cities and to urban
places under 100,000. Kingsley Davis points out that there was a 15
percent shift in population from rural to urban areas in Latin America
between 1950 and 1970, yet cities in the 100,000 to 500,000 range
increased'their share of popu]ation by less than one percent during the
same period and cities from 500,000 to one million increased their'share
by only a Tittle more than 2 percent. A great number of rural

migrants went to the Tlargest cities in South America. (See Table II-6.)
Estimates for 1980 indicate that intermediate cities account for one-third
or more of the urban population only in Bolivia and Colombia. In
Argentina, Chile, Bolivia, Ecuador, and Peru, the population of the largest
city is substantially higher than the combined population of all middle- -
sized cities in the country. In Brazil, the population of 43 intermediate
cities is only slightly Tlarger than that of the dual primate cities of
Rio de Janiero and Sao Paulo. Nearly 40 percent of the urban pobulation
in South America remained in.urban places smaller than 100,000 in 1975

and about 43 percent Tived in the largest city.

Similarly, in Central America, the largest cities in all countries except
Mexico were under one million in population in 1970 but they increased
their share of population by nearly ]0 percent since 1950, while cities
of between 100,000 and 500,000 increased their portion by only about 3.5
percent. (See Table II-6.) Population estimates for 1980 show that only
3 of the 11 countries with cities over 100,000 had any middle cities and
in all three the largest city's population exceeded that of intermediate

cities. Only in Mexico did middle-sized cities account for one-third of



Table II-6

Number, Population Size and Population Distributiion of
Cities in Four Size Classes in Developing
Country Regions, 1950-1970

Reygion Rural City Size Classes ‘ :
Less tihan 100,000 100,000 to 499,999 500,000 to 999,999 More than One Million
Population Population ~__Population Population
Temperate South America
No. of Cities 1920 -- 12 2 2
1979 -- 15 4 3
Population in HMillions
1950 ~ 10,9 5.5 2.5 1.6 6.4
1970 11.6 7.0 3.8 2.9 13.5
Percent Distribution '
of Population 1950 40.9 20.3 9.6 4.4 24.3
1970 29.8 18.1 9.9 7.4 34.8
Tropical South America ‘
No. of Cities 1950 - 25 4 2
: 1970 -- _ 54 1 10
Population in Millions
: 1950 53.7 16.1 5.4 2.9 5.5 .
1970 70.4  30.5 11.3 7.5 30.2
Percent Distribution ‘ :
of Population 1950 64.2 19.3 6.4 3.5 6.6
. 1970 46.9 20.3 7.5 5.0 20.2
Central America _ :
No.of Cities 1950 -- 14 0 1 (Mexico)
1970 . - 32 2 3 "
Population in Millions ;
1950 21.1 7.8 2.5 0 3.1 (Mexico)
1970 31.7 15.8 7.2 1.3 11.4 "
Fercent Distribution
of Population 1950 60,8 22.8 7.2 0 9.2 (Mexico)
1970 47.0 23.4 10.7 11.9 16.9 "



Table II-6 (continued)

Region Rural City Size Classes
Less than 100.000 100,000 to 499,999 500,000 t6 999,999 More than one miTtion
" Population. ' Population Population Population
Caribbean
No. of Cities 1950 -- 6 0 1
1970 - 3 3 .
Population in Ilillions
1950 10.5 3.4 1.2 0 1.0
1970 14.8 5.6 1.6 2.0 1.7
Percent Distribution
of Population 1950 64.8 20.8 7.7 0 6.6
1970 57.5 21.8 6.2 7.9 6.6
Middle East
No of Cities 1950 - , 21 2 1
19740 - 47 7 4
Population in Millions ‘
1950 46.7 3.4 3.9 1.5 1.1
1970 66.6 14.2 9.5 4.6 8.4
Percent Distribution
of Population 1950 75.8 13.7 6.3 2.5 1.7
- 1970 64.5 13.8 9.2 4.5 8.1
kast Asia ,
“NO. of Cities 1950 - ' 92 18 10
1970 - 129 17 35
Population in Millions
1950 528.6 24.5 17.1 11.7 19.4
1970 610.6 7.6 29.9 12.4 89.0
Percent Distribution
of Population 1950 87.9 4.1 2.8 1.9 3.2
1970 74.7 9.2 3.7 1.5 10.9
Southeast Asia
No. of Cities 1950 .= 103 1N 9
1970 -- 171 26 21
Population in Millions
1950 539.4 48.6 19.0 8.2 18.3
1970  808.4 78.7 35.6 16.8 51.6
Per ent_Distribution :
opulat1on 950 - 85.6 7.3 2.8 1.5
1970 81.0 . . 2.7
: . 8.0 3.4 1.8 5.7
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Table 11-6 (Eontinhed)

"Tables B, L.
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Region Rural City Size Classes
Less than 100,00 100,000 to 499,999 500,000 to 999,999 More than One Million
Population Population Population Population
North Africa
No. of Cities 1950 -- 15 3 2
1970 31 3 3
Population in Millions ‘
1950 32.9 5.1 2.3 1.7 3.5
1970 55.6 11.5 6.5 2.2 9.1
Percent Distribution : »
of Population 1950 75.4 9.8 4.5 3.4 6.8
1970 65.4 13.5 7.7 2.6 10.7
West Africa
No. of Cities 1950 - 9 0 0
1970 - 28 4 0
Population in H11110ns
1950 52.4 4.5 1.6 0 0
1970 89.8 13.7 5.3 2.9 0
Percent Distribution
of Population 1950 89.4 7.8 2.8 0.7 0
' 1970 80.3 12.3 4.8 2.6 0
Middle & Southern Africa
No. of Cities ‘ -- 3 0 0
1970 -- 9 1 0
Population in Millions ; :
1950 24.6 1.3 0.4 0 0
1970 32.4 3.6 1.7 0.6 0
Percent Distribution _ _
of Population 1950 93.4 4.9 1.7 0 0
1970 84.6 9.4 4.5 1.5 0
fast Africa
Wo. of Cities 1950 - 4 0 0
1970 -- 14 2 0
Population in Millions
1950 56.5 2.5 0.8 0 0
: 1970 87.6 4.9 3.6 1.1 0
Percent Distribution
of Population 1950 9.4 4.2 1.4 0 0
1970 90.1 5.0 3.7 1.2 0
Source: Kingsley Davis, World Urbanization 1950-1970, Vol. I (Berkeley: University of California, 1969)
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the urban population. About 45 percent of the urban population in

Central America was concentrated in the largest cities in 1975 and about
42 percent of urban dwe11ers were living in places smaller than 100,000.
In their study of Central American countries, Fox and Huguet point out

~ that cities of between 100,000 and 250,000 population have been declining
in number and percentage of urban population since the 1950s. Most of

the cities larger than 250,000 are national capitals and they have been
growing rapidly. They observe that "this underscores the very weak
position of secondary cities throughout most of the region, and throughout
Latin America for that matter. Very few centers can compete oUtsidé the

capitals in growth and prosperity."8

Similar conclusions can be drawn about much of East and Southeast Asia,
which ironically has the largest number of middle-sized cities and the
greatest population living in them of any developing region. In East
Asia less than one-fifth, and in South Asia less than one-third, of the
urban population was found in intermediate cities in 1975. Nearly 40
percent of the Asia‘'s urban dwellers lived in places of less than 100,000
population. The weak role of intermediate cities in Asia

is seen in the distribution of urban population. In 1950 cities of from
100,000 to 500,000 had only 2.8 percent of the population and increased
their share by less than one percent by 1970. Cities of from 500,000 to
one million gained less than one.ha1f of one percent in population share.
Cities of from 500,000 to one million declined in their share of popu]atipn
over the two decades.. (See Table II-6) Inrlndonesia, for example, the

total population living in cities of more than one million increased from
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about 4.1 to 6.2 percent during the 1960s, while the share of population
1iving in cities of from 100,000 to one million declined slightly. Hugo
notes that on Java only the two largest cities, Jakarta and Surabaya grew
at high rates and that Indonesian cities of less than 500,000 grew at a
rate lower than that of national population growth on Indonesia's principal
island. He observes that demographic trends point "to a general stagnation

in the middle levels of Java's urban hierarchy."9

In Asia, as in much of the developing world, migration from rural areas
and small towns has played a major role in the expansion of primate cities
and in the growth of the largest metropolitan areas. In Thailand and the
Philippines, the most frequent destination of rural migranté has been the
primate city. In Thailand rates of immigration and growth vary positively,
and out-migratipn inversely, with city size. In the Philippines, Manila
has attracted nearly half of all fura] migrants to cities over the past -
20 years. The World Bank estimates that during the 1950s half of Bombay's
growth could be attributed to migration as could 60 percent of Jakarta's
during the 1960s. Over 80 percent of all ruraT migrants in Indonesia
went to Jakarta during the‘19605. About 63 percent of Seoul's growth

from 1955 to 1965, and 43 percent of Taipei's from 1960 to 1967, can be

attributed to migration.]0

Middle-sized cities in Asia are also concéntrated in a few developing
nations. Outside of China, India alone accounts for well over half of
them. The relatively weak role that middle cities play in absorbing
popuIation»growth, even in India, is reflected in the fact that cities

of over 100,000 accounted for less than 10 percent of India's total
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population in 1971. Less thanv3 percent of Indians lived in cities of
from 50,000 to 100,000. More than 80 percent of the Indian population
was scattered in a half million villages containing less than 10,000
people each and more than half of all settlements had less than 500

peop]e.11

Middle cities seem to play the weakest role in the urban systems of nations in-
Africa and the Midd]e‘East. In the Middle East, urban population increased
by more than 11 percent between 1950 and 1970, but intermediate cities
increased their share of population by less than 2.5‘percent. (See Table
II-6.) Less than 30 percent of the urban population in the Middle East
lived in intermediate cities in 1980. As noted earlier less than half of
the African developing countries had even one middle-sized city, and in 12
of the 17 couhtries with intermediate cities the capitals had a larger
population in 1980. On]y in Nigeria, Zambia and Moroccq did -middle cities have
a large percentage of the urban population. Cairo's population in 1980

is estimated at nearly 3 million larger than the combined populations
of Egypt's 14 intermediate cities, including the secondary metropolis of |
Alexandria. Intermediate cities in Egypt had an estimated 31 percent of
the urban population, abodt 1.5 percent Jess than in 1970. There were no
cities in the 500,000 to one million population range in 1975, and cities
of from 100,000 to 500,000 accounted for a little more than 18 percenf of
Egypt‘svurban population. El Shahks poihts out that in Egypt, "the
development of large regional urban centers to fill the gap between the
- two primate cities and the rest of the urban system has been conspicuously

lagging. behind national urbanization and industrialization trends." He
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notes that the share of urban population in middle-sized urban centers
has declingd, and except for Aswan, the individual cities’ population

shares have declined in comparisonAto metropolitan Cairo.]2

THE ECONOMIC AND SOCIAL CHARACTERISTICS OF MIDDLE-SIZED CITIES

Even less aggregate data are available on the social and economic character-
istics of intermediate cities in developing nations than on their demographic
trends. Generalizations must be made from fragmentaryvcensus information

and from studies of selected secondary cities. The economic functions
performed by middie-sized cities in a number of developing countries will

be reviewed in Chapters Three and Four, but some broader generalizations
about the social and economic nature 6f intermediate cities compared to

larger and smaller urban places are offered here.

1. Middle-sized cities tend to have a combination of urban

and rural social, economic, and physical characteristics

and they generally perform functions found in both cities

and the countryside.

One.of the strongest imbressions that evolves from a review of the
conditions in secondary cities in the developing world is that they b]end'
urban and rural characteristics; they afe "middle cities" in many senses
of the term. Often they share some social, economic and physical
characteristics of both larger metropolitan centers and smaller towns
aﬁd-vi]]agés. They are 1ike the major metropolitan centers in that their

economies are dominated by commercial and service activities and, depending
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on their size, may have a large manufacturing sector. Yet they often
have a small share of the nation's manufacturing establishments and
employment and their industrial sector is usually composed of very small
firms. Most middle cities are not competitiVe with larger metropolitan
centers for large industries, and even their commercial and service

establishments are usually of small size.

Smaller intermediate cities tend to have larger proportions of their
labor force engaged in agriculture, agro-processing, marketing and farm
services, making thém dependent on their rural ninterlands' agricultural
production, which is low in many developing countries. Living
conditions for many residents of middle cities are bettér than in rural
areas and smaller towns, yet are far below those found in the largest

metropolitan areas.

In many intermedfate cities traditional, rural activities continue to
exist side-by-side with modern, urban activities, producing communities
that are a mixture of urban and rural. Ulack notes in his study of Iligan
City in the Philippines that as industrialization proéeedé the socio-
economic characteristics of an intermediate city become increasingly
different from those of smaller towns. He noted that middle cities have
higher rates of in-migration, and younger,kre1ative1y better educated, and
more culturally heterogeneous people. Fertility rates among women begin

13 Yet even as

to decline and the middle income group becomes larger.
these changes occur, intermediate cities remain a blend of urban and rural
lifestyles. Hazelhurst observed of intermediate cities in India that

"their multiformity is typically reflected in a patchwork of small-scale
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industrial and commercial enterprises, for they incorporate economic

functions of both market towns and small scale manufacturing centelr's.“]4

The blending of city and country is vividly described by Hazelhurst, who

observes that:

To the occasional visitor, middle range cities contain a
bewildering variety of economic activit ty. Often the first
glimmering of the city's economic 1ife is encountered at
the railroad station or bus stand, typically congested
with tea stalls, sweet shops and ricksha drivers. Turning
to the streets of the bazaar, one finds some areas heavily
populated with hawkers, who might be selling fruit and
vegetables or odds and ends of cloth. ...Behind the
hawkers are the shops of resident businessmen. O0ne finds,
for example, bicycle shops and bicycle mechanics, small-
scale metal workers who manufacture trunks and agricultural
implements, the shops of medical practitioners and
dispensers of medicine, cloth shops and brass shops, tailors
and dry cleaners, radio repair shops and shops labeled simply
"general merchandise," gold merchants and grain merchants.

. Both traditional consumer goods and luxury goods of more
recen%sorigin can be found in the bazaar of the middle range
city.

Tne wingling of urban and rural activities persists even in secondary cities

of a half million or riore people. Periodic markets still play an important
‘role in the economy of Ranchi, India, a regional administrative and industrial
center in Bihar. The city of more than a half million residents serves as

an imbortant consumer and agricultural market for its own population and for its
rural hinterland. Srivistaba notes the mix of urban and rural activities

- is visible in the periodical markets. Such markets are particularly

large in Greater Ranchi drawing a large number of buyers from the urban

as well as rural areas and sellers from the rural tracts." He describes

the bi-weekly markets of Ranchi as being "as large as to resemble a

small fair." The markets attract and bring together in economic and social
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exchange both urban merchants and rural farmers:

From the countryside the tribal population brings vegetables,
rice and other grains, parched grains, crude sweetmeat, made
mostly with gur, seasonal fruits...goats, crude agricultural
implements, country woven cloth and sundry other articles.
The rural sellers buy some of these articles or the manu-
factured and more sophisticated articles from the town.16
Many intermediate cities are caugnt in the middle of development problems
as well. They are growing in population and expanding in physical size,
their economies are becoming more diversified and complex, yet they often
lack the resources to cope with these changes and the capacity for

influencing the direction of change.

2. The economies of middle cities tend to be dominated by

commercial and service activities, with manufacturing

employment concentrated primaki]x in the small-scale

jndustrial sector.

Middle  cities tend to differ in their economic composition and the

mix of activities that generate income and employment, depending on size,
location and patterns of previous investment. Cities of different sizes
provide different advantages to various forms of economic activity. Studies
done of some Asian countrfes suggest that the following occupational structures

. . .r s . . R e ps . 17
are characteristic of cities in different size classifications:

- a. Cities with populations smaller than 100,000 have high

- proportions of employment in agriculture and related marketing and commeécia]
activities, in small-scale cottage and artisan manufacturing, and 1ower |
order serviceé,that have a relatively low growth rate in total urban

employment;
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b. 'Cities with a population of between 100,000 and 250,000 have
generally high rates of employment in small-scale manufacturing and in
consumer-oriented commercial and service activities and have re]ative1y
high rates of total urban emp]oyment;’

‘c. Cities with populations of from 250,000 to one-half million
are characterized by an increasing rate of growth in the producer-oriented
coﬁmercia] sector. They tend to have substantial manufacturing and tertiafy
activities, with increasing rates of growth in the producer-oriented
commercial and services sectors;

d. Cities of one million or more have a relatively high proportion
of employment in manufacturing, but their occupatiohal structure is dominated

by producer-oriented commercial and service sectors.

Variations in the economic structures of cities in different size groups may
be explained in part by the economies of scale they offer to various ecbnomic
actiVities. Cities smaller than 100,000 may not have sufficient

popu]atibn to support large scale commércia] and manufacturing activities
that are dependent on local markets; they do offer sUfficient]y large
markets, however, to sustain lower order, small-scale consumer and service
functions, and agricultural mafketing and service activities. As cities
increase in size they begin to offer economies of scale and proximity that
allow larger volumes of production and which generate demand for producer-
oriented commercial goods End services, and thus allow secondary and
tertiary seétors to operate more efficiently. Lo and Salih suggest that

in Asia manufacturing efficiency increases with cityvsize up to about one

million and then begins to decline, whi]evproduCerforiented tertiary
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activities continue to increase in efficiency with population size after
cities pass the one million mark. These general trends in sectoral

efficiency are depicted'in Figure II-1.

Although évidence to validate these hypotheses--or any others, for that
matter--is fragmentary, what exists seems to support them. Table II-7,
showing the occupational structures of seven national capitals confirms
that they are predominantly commercial and service centers with significant
manufacturing sectors. In all but Jakarta, manufacturing accounted for
about one-fifth to one-quarfer of the city's employment; commerce and
sefvices, however, provided about half to two-thirds of the

urban  employment. The strength of the commercial and service sectors

is even greater if remaining employment in construction, transport and
public utilities is considered to be service-oriented. Agriculture clearly

accounts for a very small share of total employment in the largest cities.

Data on occupatiocnal structures in middle cities are extremely scarce, but
scattered evidence indicates that their mix and proportions of employment differ
not only from the largest cities but also among intermediate cities in various
size categories. In South Korea, for instance, the percentage of empioy-

ment in manufacturing generally declines in smaller city size classifications
(See Table II-8), although it is not always true that smaller cities within

the same size category always have less manufacturing employment than

larger cities. Manufacturing employment in cities of from 60,000 to

100,000 averaged about 19 percent in the mid-1970s, ranging from 13.7 to

28.2 percent. In cities of 100,000 to 250,000 population an averagé of

23 percent of the labor force was engaged in manufacturing; in cities up



Figure II-1

Sectoral Efficiency Curves for Cities of Different
Size Cateyories
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Source: Fu-Chen Lo and Kamal Salih, “"Growth Poles and Regional Policy in Open Dualistic
 Economies: Western Theory and Asian Reality," Growth Pole Strategy and Reg1ona1
Pevelopment Policy, (London: Pergamon Press, 1978), pp. 198-234.
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Occupational Distribution of Labor Force in Selected Capital Cities

Table II-7

9.3

Source: Compiled from International Labour Office Employment Studies by B. Renaud, National
Urbanization Policies in Developing Countries, World Bank Staff Working Papers, No. 347

(Washington: World Bank, 1979}, p. 83.

1/ uovermment of Indonesia, Central Bureau of Statistics, 1971 Census of Population.
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Cities
Percent Distrib- Seoul Kuala Lumpur Maqi]a ] Abidjan Tunis. Bogota Jakarta Vi
ution of Employment  Korea Malaysia Philippines Ivory Coast Tunisia Colombia Indonesia ~
A:;iculture and —
Mining 2.3 7.0 3.5 4.6 1.8 1.0 3.7
Manufacturing 22.7 20.5 22.1 22.5 18.9 28.5 9.2

~ Construction 7.1 6.0 6.5 10.4 5.9 9.5 7.0

Transport 4.3 6.6 9.7 10.1 6.0 12.1 10.6
Cownerce 28.9 17.6 13.8 18.6 17.5 23.5 24.8
Public Utilities 1.5 1.4 0.8 1.0 1.4 -- 0.6
Services 33.0 35.5 37.3 42.8 39.2 30.3 8.4
Others o -- 5.3 6.2 -- 2.2 5.7



Table II-8

DISTRIBUTIQH OF EMPLOYMENT AMONG ECONOMIC SECTORS IN CITIES OF

VARIOUS SIZE GROUPS, SOUTH KOREA

1974

ngu]atibn Number of Fverage Population Average Percent Employment in

Size Category Cities Size Agriculture Manufacturing Commerce and Services All Others
Largest City 1 6,889,000 0.7 34.5 44.3 20.5
500,000 to ‘ .

largest City 5 1,135,000 6.2 30.3 45.7 17.8
499,999- :

250,000 4 301,000 16.7 27.8 36.7 18.8
249,999-

100,000 18 137,000 18.6 22.9 43.0 15.5
49,000- .

64,000 7 77,000 18.9 39.9 13.3

27.9

Source: Compiled from Republic of Korea, Special Labor Force Survey, Seoul:

Board, 1974.
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to a half million popu]étion, average employment in manufacturing increases

to 28 percent and in cities over a half million about one-third of the labor
force was enployed in manufacturing. In Seoul, industry absorbed about 35
percent of the 1abor force. The strength of the commercial and services sectors
in providing employment in middle cities is evident in every size category,

The  percentage of employment in agricu]turé is substantial only in smaller

Korean cities.

More en]ightenihg, perhaps, is the chanye in urban economic structure that
seens to occur with continuing urbanization, rapid industrialization and
deliberate attempts by government to deconcentrate Urban economic activities
such as manufacturing and commerce from the primate city, all of which happened

in South Korea between 1960 and 1980. At the beginning of the 1960s, South

Korea was among the poorest developing countries, just recovering from a devastating
war in which much of its manufacturing capacity and agricu1tura1 resources had

been destroved. It was an agricultural society in which two-thirds of

the labor force was enyaged in primary sector activities and living in rural
areas. In 1960, Korea had an urban structure not much different than many
contemporary developing natiohs. Only 8 cities, other than Seoul, had populations
larger than 100,000, and the national capital was clearly a primate city that
dominated both the economy and the spatial system of the country. Only Pusan

and Taegu had more than a ha]f’m111ion residents. Hith few exceptions,

nearly all of the cities that had grown to 30,000 or more in population were

commercial and service centers or agricultural market centers.

Agricultural employment was still relatively strong in many smaller cities

in Korea in 1960. About 23 percent of the urban labor force was engaged
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in primary sector employment. Although an average of only ébout 14 percent

of the labor force in cities with populations over 90,000 worked in the primary
sector, nearly one-third of the workers in cities of from 50,000 to 90,000 people
were employed in agriculture. Within Korea's urban sector, seven of the 13 cities
with less than 90,000 people were relatively specialized in agriculture, but only
.one--deju, a remoteyis]and provincial capital--had a share of its labor force |
engaged in agriculture that was equal to or greater than the national eﬁohomy's
share of 66.4 percént. (See Table iI-9.) Location quotients for agricul-
tural émp]oyment in thé national economy showed that no city with more than
50,000 residents was relatively specialized in agriculture, and that agricul-
tural employment was not highly concentrated in intermediate cities in Korea

in the 1950s and 1960s.

Horeover, other than Seoul, only four cities had more than 20 percent of

their Tabor force employed in manufacturing, although nearly all of the cities
with popu]atiohs greater than 200,000 were approaching that share of manufac-
turing employment. No city of less than 90,000 residents had more than 20
percent of its workers employed in manufacturing. Within Korea'svurban

sector, however, nearly all cities with popu]ations greater than 90,000 were
relatively specialized in manufacturing, and all but Gwangju--a provincial
capitd] in the highly agricultural southwestern region-- had a larger percentage
of their labor force in manufacturing than that of the urban sector as a whole.
However, manufécturing emp]oyment\quotients for the natibna] economy show that
every city of 50,000 or more people in Korea in 1960, except Jeju, had a

larger share of its‘labor force in industry than were represented in the
national employment structure~and that manufacturing employment was highly concen-

trated in large secondary cities. Cities of more than 90,000 residents had 2 to 4



PERCENT DISTRIBUTION OF EMPLOYMENT AND LOCATION QUCTIENTS OF

Table I1I-9

EMPLOYMENT IN SECONDARY CITIES OF KOREA, 1960

] .

City Population | Employment Sector i1Percent of
1960 (000s) ; Agriculture iManufacturing Commerce 7 Services iLabor Force

1 % of Urba? Nat1on- %2 of Urban Nation- | % of Urban Nation- % of Urban Nation- .in Tertiary

\ Labor L.Q.' a1L.Q.¢ !Labor L.Q. all.Q. }Llabor L.Q. alL.Q. |} Labor L.Q. alL.Q. iSector

i Force {Force ~__} Force i Force i

a E | a ':
X 1 ] : 1 1 1
Pusan 1,163.7 i 4.9 .21 .07 122.8 *1.42 *3,35 ] 22.8 *1.21 *1.44 1 34.5 .84 *4.11 | 57.3
Taegu 676.7 113.6 .59 .21 129.4 *1.83 *4.23 } 20.6 *1.09 *1.30 1 26.9 .65 *3.20 47.5
Incheon 401.5 1 14.2 .62 .21 118.7 *1.16 *2.75 1 17.1 .90 *1.08 ' 33.7 .82 *4.01 , 50.8
Gwangju 314.4 | 33.2 *1.4% .50 114.1 .88 *2.07 }15.8 .84 1.00 1 28.9 J0  *3.44 | 44.7
Daejeon 228.9 i 6.4 .24 .08 121.6  *1.35 *3.17 1 23.4 *1.24 *1.48 ! 36.1 .88  *4.30 | 59.5
Jeonju 188.2 1 25.7 *1.12 .40 117.3 *1.08 *2.54 }15.0 .80 .94 ! 33.6 .82 *4,00 i  48.6
Masan 158.0 i 7.9 .34 12 118.4 *1.15 *2.70 } 23.5 *1.24 *1.49 1 38.6 .94 *4.,59 | 62.1
Mogpo 129.7 V7.4 .32 A1 0 116.9 *1.05 *2.49 | 26.1 *1.38 *1.65 1 33.7 .82 *4,01 | 59.8
Cheongju 92.1 1 9.4 41 .14 119.3 *1.20 *2.83 122.5 *1.19 *1.42 : 38.5 .94 *4.58 | 61.0
Suweon 90.8 P 9.2 .40 .14 119.8 *1.24 *2.91 § 21.7 *1.15 *1.37 1 34.7 .84 *4.13 | 56.4
Gunsan 90.4 112.3 .53 .19 122.2  *1.39 *3.20 }21.4 *1.13 *1.35 1 32.2 .79  *3.83 | 53.6
Yeosu 87.2 1 20.6 .90 .31 1 9.9 .62 *1.4b ] 23.6 *1.25 *1.49 { 33.5 .82 *3.99 , - 57.1
Jinju 87.1 125.4 *1.11 .38 118.7 *1.17 *2.75 116.3 .86 *1.03 1 30.1 .74 *3.,58 | 46.4
Chuncheon 82.5 ! 10.7 .47 .16 111.3 .70 *1.66 § 20.9 *1.10 *1.32 1 44,0 *1.,08 *5.23 64.9
Weonju 76.9 1 14.1 .62 21 1 9.9 .62 *1.45 | 20.6 *1.09 *1.30 1 42.3 *1.03 *5.03 62.9
Gyeongju 75.9 1 51.5 *2.25 .78 1 8.3 .52 *1.22 §14.9 .79 .94 1 18.3 A5 *2.17 33.2
Suncheon 69.5 1 51.7 *2.25 .78 1 7.4 .46 *1.09 §12.0 .63 .76 1 19.9 .49  *2.36 | 31.9
Chungju 68.7 1 32.2 *1.41 .49 115.3 .96 *2.25 1 17.4 .92 *1.10 ! 23.4 .57  *2.79 | 40.8
Jdeju 67.9 1 67.0 *2.92 *1,01 | 4.8 .30 1§ 8.2 .43 .51 1 14.1 .34 *1.68 | 22.3
Jinhae 67.7 ' 11,7 .01 .18 1 7.1 .45 *1.04 §12.9 .68 .82 1 58.8 *1.,44 *7.00 | n.7
Iri 65.8 1 17.4 .76 .26 116.9 *1.06 *2.48 | 19.9 *1.05 *1.26 1.34.9 .85 *4.15 | 54.8
Pohang 59.5 1 23.8 *1.04 .36 112.1 .75 *1.73 5 21.0 *1.11 *1.33  30.6 .75 *3.64 | 51.6
Gangneung 58.7 ! 40.3 *1.76 .61 111.3 1 *1.67 | 14.5 77 .92 ) 22.7 .56 *2.70 | 37.2
Andong 53.4 E 18.5 .81 .28 512.8 .80 *1.89 E 22.3 *1.18 *1.41 E 33.6 .82 *4.00 E 55.9

] ] 1 ] ]
Urban Sector t 22.9 116.0 ! 138.9 ! 40.9 : 59.8
Nation E 66.4 E 6.8 i 15.8 E 8.4 i 24,2

1 1 1 1 ]
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Table II-9 (continued)

Source: Calculated from Republic of Korea, Long Range Planning of Urban Growth for the Year 2000:
Data Collection, [Unofficial TransTation], Vol. 1, {Seoul: Ministry of
Construction, 1980), Table I/2-7, Employment by Industry, 1960.

* Relatively specialized compared to base area,

1. Location Quotient for Employment in Ufban Areas

ej/e; where: e;=Number of workers employed in sector i in

-Urban L.Q. = ; city
Eij/E¢ e.=Total number of workers employed in city

Ej=Number of workers employed in sector i in all
urban areas
E{=Total number of workers emp]oyed in all urban

-areas
- 2. Location Quotient for Employment in National Economy
e./eq where: ej=Number of workers employed in sector i in
National L. Q. = city

et=Total number of workers employed in c1ty
Nj/Nt
! N1=Number of workers employed in sector in nation

Nt=Tofa1 number of workers employed in nation
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times the share uf manufacturing workers in the nation; but only a few of the

cities of under 90,000 people were relatively specialized in manufacturing.

Clearly, every city that had grown to 50,000 or more in population in Korea
in 1960 had heavy concentrations of employment in the tertiary sector.

Every city larger than 90,000 in population had at least 44 percent of

its labor force engaged in commerce and services, and only one city--Jeju=-
with from 50,000 to 90,000 people did not have at least 30 percent of its
labor force working in tertiary activities. About 73 percent of the cities with
more than 90,000 residents had at least half of their labor force working

in conmerce and services. (See Table I1-9.) The concentration of service
and cormercial employment in secondary cities is reflected in national service
employnent quotients. Urban settlements had about 41 percent of their
workers employed in services compared to 8 percent of the national labor
force; and cities of over 50,000 residents had from 2 to 7 times the number

of service workers of the national economy.

In brief, those cities with more thdn 93,000 in population --the secondary

cities of Korea in 1960--were places in which agricultural employment played

a relatively weak role in their economies énd in the national economy. Although

manufacturing employnent was highly concentrated in Seoul and some of the larger

secondary cities, only a few intermediate cities had more than,one—fifth of

their labor force working in industry. A11 of thé secondary cities in Korea

in 1960 were primarily conmercial and service centers, with more than 40 percent
. of their labor force engaged in tertiary activities; smaller urban centers

remained either agricultural market and supply centers or had high concentrations

of their workers in services and commerce as well.
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UDuring the twenty year period between 1960 and 1980, the Korean government
concentrated its 1nve§tments in expprt production, light and heavy industry,
an& jnfrastructure, while attempting to increase agricu]tura] output and prices
and jmprove rural living conditions to gencrate equitable growth. Deliber-
ate efforts were made during the late 13960s and 19705'to:deconcentrate
manufacturihg and commercial employment from the Seoul metropolitan area

which had grown rapidly in population and in pfimacy despite government
policies to reduce the growth of both. Yet, during the period, both the

urban structure in Korea and the economies of secondary cities changed
drastically and in ways that were compétib]e with the theories depicted in

Figure II-1.

By 1980, the number of secondary cities-~those with populations of 100,000

or more--nearly quadrupled, from the 8 that existed in 1960 to 30. HMoreover,
the economic structure of secondary cities changéd drastically. In only

three of these cities did agriculture play a significant role in employment.
{See Table 1I-10.) Average employment in manufacturing}had risen to

55 percent of the 1abqr force in cities of 200,000 or more residents, and

had risen to an average of 40 percent of the labor force in cities of from
100,000 to 200,000 residents. The most drastic changes came in the tertiary
sector; employment in services in cities of 200,000 or more population dropped .
from over 43 percent of the labor force to about 22 percent and in cit1e$ of
between 100,000 and 200,000 it dropped from an average of nearly 40 percent to
a 1itt]e more than 26 percént. Although the tertiary sector remained strond

in the occupational structure of secondary cities, in those with more than
500,000 population, production-oriented services accounted for about 12

percent of employment and personal services dropped to less than 10 percent.



Table II-10

CHANGES IN LABOR FORCE DISTRIBUTIOW AMONG SECTORS IN SECONDARY CITIES
OF KOREA BY SECTORS AND SIZE CATEGORILS

1960 - 1980
Populatioun - Number of Average Percent Employment in
Size Category - (Cities Agriculture Manufacturing Commerce Services
1978 : 1960 1980 1960 1980 1960 1980 1960 1980
500,000 : ,
or More 5 14,5 1.4 21.3 5.6 19.9 21.7 43.2 22.2
499,999~ :
200,000 7 17.4 6.6 16.9 55.2 17.4 16.5 44.4 21.2
199,999-
100,000 18 28.1 4.7 14.1 39.7 17.5 29.2 39.8 26.3

Sources: Lomp11eu from Repub11c of Korea, Long Range Planning for Urban Growth for the Year 2000:
Data Collection [Translation], Vols. 1 and 2 (Seoul: Ministry of Construction,
1980), and Republic of Korea, Municipal Yearbook of Korea, 1980, (Seoul:
Ministry of Home Affairs, 1980},
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Moreover, by 1980 secondary cities in Korea began to exhibit a strong .
division of labor and a high degree of functional sﬁecialization within

the urban system. Employment location quotients indicate that four cities
with less than 200,000 people and one with about 210,000 population became
relatively specialized in agricultural functions-- processing, distribution |
ahd related activities. Mogpo and Cheonan had about 10 timesvthe share

of their labor forces in primary sector activities than did all urban places
in Korea, and Jinhae had about five times the agricultural work force of

other urban places. Anyang and Gunsan had slightly stronger concentrations

of agricultural workers than the average in urban placeS. (See Table II-11.)
Nine cities--all lérger than 160,000 in popu]atfon--had attained relative
specializations in mandfacturing. “Four cities with more than 300,000 people--
Taegu. Gwanygju, Ulsan and Cheongju--emerged as regional service centers

with high degrees of re]ativé specializationh in production-oriented services.
Altnouyh all had relatively larye numbers of workers in industry, the

largest proportion of their labor force was working in services. Daejeon also
émerged as a strong center of production-oriented services as did a smaller
intermediate city, Gangneung, in northeastern Korea. All of the intermediate
cities with populations sha]]er than 150,000 reméined highly specialized in
commerce and services and none attained relative specializations in manufacturing,
although in four cities with between 150,000 and 200,000 employment 1n industry

had become stronger.

At least 7 functional types of sécondary cities could be found in Korea‘by.

1980. Three smaller middle~sized cities--Mogpo, Cheonan, and Jinhae--became
agricultural processing and distribution centers. Two cities--Anyang and
Gunsan--with between 150,000 and 200,000 residents had relatively high concentrations

of workers in both agriculture and manufacturing. Four large secondary cities--
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Table II-11
DISTRIBUTION AND LOCATION QUOTIENTS OF EMPLOYMENT FOR SECONDARY CITIES
OF KOREA, 1980
City Population Employment Sector
1978 (000s) Agriculture Manufactur1ng, Production-Oriented Svcs! Commerce - Other Services

% of Urban % of Urban % of  Urban % of Urban Z of  Urban

Labor L.Q. Labor L.Q. Labor L.Q. : Labor L.Q. Labor L.Q.

Force Force Force Force Force
Pusan 2,879.6 4 A0 701 %121 5.9 .81 13.4 68 - 10.1 .92
Taeyu 1,487.1  -- -- 47.4 .82 7.5 *1.04 30.2 *1.52° 14.3 *1.30
Incheon 963.5 7 18 72,2 *1.24 6.7 .93 17.9 .90 2.4 .21
Gwangju 694.6 -~ e- 3.8 .56 18.5 *2.57 32,2 *1.63 16.3 *1.48
Daejeon 580.6 .3 .08 25.3 .95 24.7 *3.43 14.7 74 4.9 .44
Masan 391.9 .6 .15 77.4  *1.33 2.3 .32 12.5 .03 7.2 .65
Jeonju 384.1 -- -- 69.4 *1.19 4.6 .63 4.9 .25 18.9 *1,72
Ulsan 364.5 -- -- 40.2 .69 20.4 *2.83 25.7 *1.29 13.6 *1.23
Seongnam 324.1 -- -- 76.8  *1.32 2.3 .32 16.3 .82 4.4 .40
Suweon 266. 1 2 .05  56.4 97 5.9 .82 23.9 *1.20 13.5 *1.22
Cheongju  223.1 -~ 40.0 68 17.9  *2.48 12.0 .60 97  *2.70
Mogpo 210.9 40.0 *10.26 26.1 .45 7.9 *1.10 20.5 *1.04 5.4 .49
Anyang 187.9 4.3  *1.10  77.2 *1.33 2.5 .35 10.0 .50 5,2 -47
Poliang 184.0 -- -~ 68.2  *1.48 6.1 .84 19.1 -96 6.6 -60
Jinju 174.9 -- -- 30.3 .30 6.5 .90 22.4 *1.13 40.8 *3.70
Gunsan 167.4 5.9 *1.15 76.6 .24 2.6 .36 10.4 .52 4.3 - .39
Bucheon 163.5 1.4 .35  85.8 .60 1.9 .26 8.9 .45 1.9 17
Chuncheon  152.6 -- - 18.0 .36 8.2  *1,38 25.6 *1.29 48.0  *4.36
Jeju 152.5 3.7 .95 14.3 = .61 13.7 *1.90 41.0 r2.07 27.3 . *2.48
Yeosu 151.3 1.7 A3 347 71 8.4 *1.17 46.6 *2.35 8.5 77
Iri 132.3 3 .07  20.9 .42 8.9 *1,24 55.3 *2.79 14.5 *1.32
Weonju 131.0 .6 15 35.4 .61 4.8 .66 39,2 *1.97 " 19.9 *1.80
Euijeongbu 117.8 -- - 41.0 71 10.6 *1.47 33.4 *1.68 14.8 *1.34
Suncheon . 114.6 2.0 .51 24.9 42, 14.3 *1.98 41.6 *2.10 17.0 *1.54
Gyeongju 113.9 -- -- 35.4 .61 6.0 .83 39.7 *2.00 18.8 *1.71
Chungju 110.1 1.5 .38 39.0 .67 7.4 *1.02 25.8 *1.30 26.2 *2.38
Cheonan 109.3  42.3  *10.u4 40.9 .70 4,8 .66 8.3 .42 3.6 .33
Jinhae 108.7  20.2 5.78  30.3 52 7.3 *1.01 28.3 *1.42 13.7 *1.24
Gangneung  102.2 .2 Q05 25.5 44 41.3 *5.74 6.1 31 26.8 *2.43
Andong 101.5 -- - 16.5 .28  10.5 *1.45 63.0 *3.18 9.8 .89
Urvan Areas 3.9 58.1 7.2 19.8 11.0




Table 11-11 (Continued)

Source: Calculated from Republic of Korea, Municipal Yearbook of Korea, 1980, (Seoul: Ministry
of Home Affairs, ]9805 Table 36, Number of Establishments and Workers
- By Industry. -
* Relatively specialized compared to all urban areas.

1. lnc]udes gas, utilities, construction, transportation, warehousing and
cormunications.

Ve
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Pusan, Incheon, Masan and Seongnam-- and one smaller port city, Pohang,

where the government concentrated investments in industry and industrial
estates, clearly became manufacturing centers. Jeonju, also a larger secondafy
city, had relative specializations in both manufacturing and services.

Three smaller intermediate cities--Andong, Iri and Yeosu--had relatively

high concentrations of their labor force in commerce. Seven cities--Daejeon,
Gwangju, Ulsan, Gangneuny, Jinju, Bucheon and Chungju--had become service
centers; and nine other cities, six of which had less than 200,000 people,

remained service-commercial centers.

Thus, over a 20-yeaf period both the urban settlement structure and the occupationa
composition of secondary city economies changed markedly, with an increase

in manufacturing in the larger secondary cities, the elimination of agriculture
as a substantial source of employment in all but a few middle-sized cities, and

a decrease fn the importance of services in nearly all secondary cities, The
textiary sector remained an important part of the economies of all intermediate
urban centers, however, and especially "in those with less than 200,000 people.

As economic growth accelerated and industrialization became more widespread

there was a division of labor among secondary cities within the urban economy,

A larger number of cities had grown to intermediate size and stronger functional

specializations emerged among middle-sized cities.

Yet, in many countries that have not experienced Korea's rates of urbanization
and industrialization, the characteristics of secdndary cities remain much like
those in Korea during the 1950s and 1960s. Manufacturing employment remains
concentrated in the primate city, the few;midd]e-sized cities that have

attained significant levels of nonagricultural employment have economies that are
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dominated by tertiary sector activities and the smaller cities and towns
in the settlement system are still primarily agricultural and rural service

centers.

This pattern is quite c]ear]j Qeen in Thailand, where 33 percent of the labor
force was engaged in manufacturing employment in Bangkok in the early

1970s and nearly 60 percent in various commercial and service activities.

In the two cities with more than 100,000 population, Chiangmai and

Songkhla, oniy a very small percentage of the economically active

population was engaged in manufacturing activities--nearly 77 perdent

of employment in Chiangmai was in the agricultural sector as was about

80 percent in Songkh]a.18

The primary differences in the economic structures of Manila and
intermediate cities in the Philippines are reflected in occupational
profiles of the labor force in the primate city in 1970 (See Table II-7)
and in Davao City in 1972. Although both had less than 4 percent of their
work force engaged in agricu]tuéé and--if clerical and professional
workers in Davao are classified in the services sector--about 40 percent
engaged in services, significant differences appeared in the size of the
labor force in manufacturing and commercial activities. Nearly 29 percent
of Manila's labor force was emp]oyed in manufacturing compared to less

than 19 percent of Davao's. The Philippines' second largest city had
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nearly one quarter of its labor force employed in commercial and sales
activities, while only 14 percent of Manila's workers were similarly

- employed. Not only is a far larger percentage of the secondary city's
workers employed in tertiary sectors, but half of Davao's commercial
employment was'in “informal" bazaar activities--vending, peddling and small-
scale trading. Hackenberg's studies of Davao City indicate that by 1978

the percentage of employment in manufacturing had declined from 19 to

less than 12. Employment in commerce increased to about 30 percent, with
the increase in the share of the labor force earning a 1iving in the bazaar

sector accounting for nearly all of the change.19

VThe economic base of Philippine secondary cities is dominated by the
informal tertiary sector, which is composed of very small commercial
activities in which most participants barely manage to eke out a iiving.
Hackenberg notes that the majority of the labor force in Davao city is |
engaged in "preindustrial” activites. Moreover, this informal commercial
sector is seen as the major channel of upward mobility for most of the
poorer residents of middle-sized cities because of its Tow Tevel of skill
énd educational requirements, thé ability to increase income by'adding

20 Hackenberg's

more family members and the low costs of operation.
surveys of Davao City in the mid-19705 found that “the portion of the labor
force participants directly ihvo]ved in formally organized manufacturing

was nof of sufficient size (only 11.3% of those employed) to play a major

w2l The manufacturing sector

role in shaping the contours of urban society.
of this intermediate city consisted of 48 firms with 10 or more workers

and 759 small establishments employing 9 people or less. 'The 12 industries
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with 100 or more workers employed two-fifths of the 11 bercent of the
labor force engaged in manufacturing, indicating that the far larger

small-industry sector had relatively little labor absorption capacity.

As will be seen in Chapter Four, the manufacturin§ and commercial sectors
in intermediate cities tend to be composed of larger numbers of small

industries and shops, often family-owned and employing - few workers. .
Secondary cities in many developing nations haye little or no large scale

industry.

3. Middle-sized cities tend to have a disproportionately -

small share of manufacturing activities and employment

compared to their share of populatijon than the largest

cities and contribute less to national output,

'what is most striking about the economic structures of intermediate cities
in most deve10ping countries is that they have relatively small shares

of the nation's manufacturing employment, compared to the. largest metro-
politan area. Yet they have a larger proportion of manufacturing, commercial,
and service activities in relation to their share of population than do
smaller towns and cities. This has been the case historically in colonial
countries of the developing world because it was the deliberate policy of
many colonial governments, and post-1ndependence regimes as well, to
concentrate investments in infrastructure and productive activities in

the largest cities, and especially fn the natibna1 capﬁta1. Smaller and
middle-sized cities often received 1ittle of the nation's industrial

investment. Thus, in Nigeria during the 1960s, middle cities accounted for
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a relatively small percentage of industria].estab1ishments, industrial
employment or output. The largest city had'near1y~30 percent of all
industrial establishments and employment, and acéounted for'near1y 40
percent of gross industrié] output. No secondary city, including Ibadan
and Port Harcourt had more than one-third as many industrial establishments

or industrial employees as Lagos.22

In Kenya, industrial activities are
highly concentrated in the largest city, Nairobi, and relatively small
shares of industrial employment are found in the country's smaller cities.
In 1975, nearly 57 percent of manufacturing employment was in Nairobi
while among the next three largest cities Mombasa had only 17 percent,
Nakuru less than 6 percent and Kisumu a 1ittle more than three percent.23
Indeed, 58 percent of the country's total wage employment was accounted

for by Nairobi, with secondary cities of Mombasa, Nakuru and Kisumu

having only 19.0, 4.3 and 4.9 percent respectively.

Anaiysts also note the heavy concentration of industrial activities in
Egypt's capital and second largest urban center, and the weakness of the
industrial base in middle-sized cities. Only the secondary metropolis
of Alexandria, they observe, "has managed to hold out against Cairo’s
magnatism. Sixty-five percent of the economically active labor force

is concentrated in the two cities. Thus it is not surprising that 50
percent of industrial enterprises in Egypt are located within their

boundaries or their immediate hinterlands... ."?

Even in relatively industrialized developing nations, such as Taiwan,
large manufacturing firms tend to remain concentrated in the largest city.

The three secondary cities of Taichung, Tainan and Kaoshiung combined
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had less than half the number of firms with 10 to 500 workers than Taipei
during the 1970s. The three cities had about 20 percent of all manufac-
tur1ng establishments with more than 500 workers, while Taipei alone
accounted for a third of these industries. The three secondary cities
containad a larger percentage of small-scale industries employing less

than 10 workers, and these small plants formed the base of the intermediate

cities' manufacturing sector'.25

The relative weakness of middle-sized cities compared to the largest

city in the share of industrial employment is clear in South Korea, where

in the mid-1970s Seoul alone accounted for‘slightly more than 35 percent

of a]l manufacturing employment in the country. (See Table II-12.) The
three largest cities of over a mi]]jon in popd]ation had about 56 percent
of Korea's manufacturing employment, while the 29 cities of from 100,000

to 500,000 in population account for only 15 percent, although this was
slightly higher than their share of national population. A1l smaller cities
and the rural areas, in which nearly half of Korea's population lives,

had only 21 percent of ménufacturing employment. Similarly, Seoul, with
about 19 percent of the national population had 30 percent of the éommercia]
and 29 percent of the service employment. Again, although the middle-sized
cities' shares of national employment in services and wholesale and retail
itrade were smaller than that of the capital city in all size categories,

they were larger in all cases than their share of totalvpopulation.

4. Intermediate cities tend to have a greater diversity and

better quality of social services and facilities than




Table [I- 12

Distribution of Population and Employment in South Korea Among
Cities in Different Size Categories, 1974

Hulmber of Percent of

Citj Pupulation Percent bf Percent of Employment in
Size Cateyories Cities Total Popu- Total Agriculture Manufacturing Wholesale, Social and
lation Employment Retail and Personal
Eating Est. Services
Largest City- .
Seoul Met. Area 1 19.8 16.5 0.2 35.1 29.9 28.8
500,000 to
Largest City 5 16.4 13.5 1.2 28.0 26.2 20.7
250,000 to
499,999 4 3.5 2.8 0.9 5.3 4.3 4.0
100,000 to
249,999 18 7.5 5.9 2.4 8.5 10.0 10.8
60,000 to :
99,9499 7 1.6 1.4 0.9 1.5 2.1 2.1
Smaller Urban
Places and
Rural Areas -- 51.2 59.9 94.4 21.6 27.5 33.6
Total 100.0 100.0 100.0 100.0 100.0 100.0

Source: Compiled from Republic of Korea,
Planning Board, 1974.
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Special Labor Force Survey, Seoul: Economic
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smaller towns and rural villages, but to have a

proportionately smaller share and poorer quality of

services and facilities than the largest cities.

The intermediacy of middle cities in econdmic activities is also reflected
in the quantity and quality of their soéia] services and facilities.
Atmodirono and Osborn observe that the middle cities of Surabaya, Bandung,
Semarang, Medan, Palembang and Udung Pandang in Indonesia range from one-
half to one-eighth the size of the capital city, Jakarta, “But they are
economically inferior by much greater margins in terms of investment, port

and manufacturing functions." They also point out that in commercial and
service activities they rank far behind Jakarta, but ahead of sma]]er~
towns and rural areas: "common deficiencies in services are low levels of
welfare services as related to population, though water, electricity,
roads, education and health facilities are generally higher {n these

middle cities per capita than elsewhere in their provinces.“26

Analysis of urban services and facilities in Colombia by the U.S. Agency
for International Development concluded that the quantity and quality of
educational, health, recreational and other services in secondary cities
fanked far below those of Bogota during the 1960s and 1970s. Large gaps
also appeared between the secondary metropolitan centers and middle level
cities of under one million population. The USAID Mission in Colombia
observed that "the lack of adequate educational and recreational facilities
(and health care, as well, if the low proportion of doctors is taken into
account) in intermediate cities, are not only areas in which they are

proportionately worse off than the four major cities, The same is true
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for housing and water and sewerage ser‘vices."27

Gilbert found in a study
of educational and health services in Colombian cities and towns during

- the mid;19705 that "a strong positive relationship existed between service
provision and size of city among the larger cities of the country."
Moreover, he observed from empirical studies that "among these cities

the quality of health and education provided in the larger cities was

far superior to that in the smaller cities. There were no exceptions to
this rule.” The numbers of doctors and dentists per thousand population
dropped steadily with declining population size, and dropped dramatically

for cities with less than 100.000 popu]ation.28

Similarly, in Thailand many services are far better in Bangkok than in
smaller cities and rura1 areas: population per hospital bed in Bangkok
was three to twelve times lower than that of cities with populations
greater than 50,000 in the mid-1970s; Bangkok had one doctor per 1,900
people compared to one doctor per 5,454 to 76,603 people in secondary
cities. Nearly 85 percent of the population in the capital had access
to electricity, but in all other cities (except Chiangmai) only 32 to
55 percent had e]ectricity.' Nedr]y 80 percent of Bangkok's population

was served by piped water compared to 28 to 61 percent in middle c1’t1'es.29

In many countries fhe large gap between the national capital and inter-
mediate urban centers in economic activities, job opportunities, and the
quantity and quality of social services and facilities creates a vicious
cycle that maintains middle-sized cities in a relatively weak economic
position. Poor conditions in middle-sized cities make the national

capital even more attractive to the professionals, skilled workers and
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entrepreneurs who might generate economic growth and promote better
living conditions in intermediate cities. USAID analysts in Colombia
observed the adverse effects of the inferior quality of services,
infrastructure and facilities in middle-sized cities of that country on
improving their economies: |
Why should doctors, or any professional want to reside in
an intermediate city when there are, for example, far superior
educational, housing, sanitary, recreational and cultural
facilities in the major cities? And without these profes-
sionals how can intermediate cities develop? This is not to
suggest that all intermediate cities should have public
facilities that rival those of the largest cities. .
However, the evidence available suggests that intermediate

cities are so far worse off at this poing in time and that
their future development is threatened.3

INTERMEDIATE CITY DEVELOPMENT AND THE ROLE OF NATIONAL INVESTMENT

The general picture that emerges of middle-sized cities in developing
countries is that they are growing rapidly in population in most nations, _
and in number in a few; that their economies are becoming increasingly
diversified, especially in nonagricultural sectors; that they support
large numbers of small-scale commercial and manufacturing activities;

that they perform a mix of urban and rural functions; and that they
provide services, facilities, employment opportunities and marketing

and trade services that are more accessible to a larger number of peop]e
than those in smaller towns and rural areas. Yet, the impression that also
emerges is that middle-sized cities play a relatively weak role in

national development along all of the social and economfc dimensions
discussed earlier. Large numbers of middle-sized cities are concentrated

in a relatively few developing nations in all geographical regions. In
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most countries they account for a smaller percentage of the urban
population than the largest metropolitan center, they have grown relatively
slowly compared to the largest metropolis, they have absorbed a smaller
portion of urban migrants, and their prospects for relieving population
pressures on the largest cities seem relatively limited in much of the
deveioping world if current demographic trends hold for the rest of this
century. Middle-sized cities provide substantial amounts of employment
in agricultural processing, commercial and service activities and in
cottage and artisan industry for their own residents, but have 1imited
capacity to absorb large numbers of rural migrants. Their share of
manufacturing activities is often far smaller than that of the largest
cities, and their ability to compete with the major metropolises remains
weak. Many middle-sized cities remain partially. rural in economic base,
lifestyle, and physical characteristics; the quality of their social
serVices and facilities remains far below that of the major metropolitan
areas; and their share of commercial and service activities often seems

to be disproportionately low compared to their share of population.

Why have middle-sized cities remained a relatively weak component of the
urban settlement system in developing nations? The reasons differ from
country to country, but one frequent and common reason is that these

cities have received a disproportionately low share of national investments
in infrastructure, services, industry and other activities compared to the
largest city in the country in nearly every developing nation. The
competitive advantage that thé largest metropolises, and especially the

national capitals; maintain over intermediate cities is not due entirely
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to superior location or efficiency, but to the fact that national
governments in many developing countries have favored the largest cities
in the allocation of the kinds of investments that support industry,
create job opportunities, provide,bethr health, educational and social
services, and offer amenities that attract higher skilled and better

educated workers; foreign and domestic investment, and entre-

greleurs.

A study 6f urban development in Colombia during the 1960s and 1970s, fof
instance, pointed out "the serious discrimination between the major
‘cities and intermediate cities" in that country in the a]locatioh of
both public and private investment. Only 15 percent of total bank and
investment corporation financing for manufacturing in Colombia reached
the 26 largest intermediate cities, although their value-added in
manufacturing was about 24 percent and they had 28 percent of the

31 Bogota had a clear advantage over other cities in Colombia

population.
in the distribution of tax revenues, import licenses and administrative
determinations that can generate economic growth. The USAID Mission in
CoTombia noted that the same pattern of discrimination in favor of the
largest metropolitan centers and against intermediate cities held for
~financing pf infrastructure. Nearly 90 percent of public and private
credit went to Bogota and the two largest secondary metropolises, Medellin
and Cali. Yet more than half of the total urban deficit in water and
sewerage services was in smaller intermediate cities. In 1970, the four

largest departmental capitals received 90 percent of the total‘municipa1

revenue budgeted for these cities. The average per capita expenditure for
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municipal services, education, public health and economic development
assistance waé five times higher in the three largest cities of Colombia

than in'middle-sized cities and generally decreased with city s1‘ze.32

The high levels of population concentration in Mexico City and its
commanding lead over other urban centers in manufacturing ,

commercial and service activities also did not come about accidentally.
They were the result of deliberate policies of investment in the capital
city by successive governments in pursuit of rapid industrialization.

The national government, throughout most of the twentieth century, ignored
the spatial imp]ications of its economic investment strategy, thereby
generating large-scale population agglomeration and industrial concentration
in a single metropolitan area. Unikel points out that the government's
‘infrastructure investment policies, heavily favoring Mexico City, "have
largely contributed to the present over-concentration of socio-economic
activities and population in the MCMA [Mexico City Metropolitan Area]

by giving preferential treatment to the metropolis not only in the
consfruction or extension of systems of communications and transportation,
power and water supplies, but also in such facilities as hospitals, schools

and institutions of higher 1earm‘ng.“33

Once Mexico City reached a
position of dominance in the settlement system and economy, even policies
aimed at promoting regiona1 1ndustria1izatidn could not counterbalance
the enormous attraction of the capital for private investment, and
ironically Mexico City benefitted most from incentives designed to foster
industrial decéntra]ization. Establishments in the Mexico City metro-

politan area captured from 51 to 68 percent of the credit funds granted

by the Guarantee and DeVe]opment Fund for Small and Medium Industry in
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Mexico in the years between 1953 and 1970.34

Nor was it entirely due to its natural advantages that Manila grew to

jts present dominant size in the settiement system of tHe Phi]ippines or

that it captured the majority of industrial and other productive activities.
Nor, given the pattern‘of government investment among regions of the

country, should it be surprising that few middle-sized cities in the
Philippines have grown as rapidly as Manila and that they are uhab]e to compete
with the national capital for commercial and industrial activities. "The unequal
distribution of benefits among the population and the unbalanced pattern

of sectoral development that characterized Philippine growth for much

of the past three decadeé," World Bank analysts insist, "was closely

Tinked to resource management policies and to the pattern of resource

a]'location."35

The rabid and extensive growth of Metropolitan Manila and its high
concentration of productive activities is due Targely to its dispropqr-
tionately large share of national investment. Two regfons encompassing

and surrounding Metropolitan Manila--Central Luzon and Southern Tagalog--
have about one-third of the country's population, yet Javier's studies

of regional allocations of government investment show that these two

regions have consistently received more than half of government expenditures

36 In the

in all categories of phys{cal infrastructure except highways.
1959-61 fiscal years, for instance, nearly 57 percent of the national
government's investments in infrastructure were made in the Metropolitan
Manila region, with Southern TagaTog alone receiving more than 49 percent.

Morg than 70 percent of expenditures on ports and harbors, 49 percent on
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waterworks, 61 percent on flood control and drainage, and almost 70

percent on buiidings, schools and hospitals went to Southern Tagalog.

- Although the concentration in Southern Tagalog was lessened by the 1971-73
fiscal years, the allocations to Central Luzon increased substantially,

| maintaining the Metropolitan Manila area as the most favored. Fron 1971

to 1973 the two regions split almost evenly 56 percent of all infrastructure
investments. 'Sixty-four percént of port projects, 91 percent of waterworks,
- 63 percent of irrigation, 67 percent of flood control and drainage expendi-
tures, and 60 percent of buildings, schools and hospital investments.

More than a quarter of all highway outlays were made in these two areas.

In the 1959-61 fiscal years per capita expenditure on infrastructure in
Southern Taga]og’was nearly triple that of the rest of the country and

in 1971-73 they remained at‘near1y twice that of the average for the

country.

Moreover, Central Luzon and Southern Tagalog were favored with higher
allocations for social services and government economic development programs.
Nearly two-fifths of all community development projects were concentrated

in these two regions between 1956 and 1973 as were 43 percent of the
allocations for small and medium size industry and the Board of Investment's

large scale industrial assistance.37

And this pattern of investment favoring national capitals and large
metropolitan centers over middle-sized cities and smaller towns continues
even in countries of Africa where urbanization is still incipient. The
heavy concentration of public expenditures in capital cities in the Sahel

region of Africa has accentuated differences in income and wealth between
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urban and rural populations generally, and made it difficult for smaller
towns to grow to middle size. Studies of expenditure patterns in franco-
phone Wést'Africa show that the high concentration of budget expenditures
in capital cities intensified migration from rural areas to the largest
city. In a study for the WOr1d Bank, Cohen reports that in the Sahel,

~ the pattern of public investment is often an obstacle to the growth of
smaller towns. "When compared to the distribution of urban population,
despite the importance of the capital cities, it is clear that secondary
towns do not receive an equitable share on a per capita basis." The
study found that the investment bias toward capital cities applies not
only to housing and infrastructure, but also to industry and services.
Cohen coné]udes that the "bias toward the capital cities reinforces
economic and spatial patterns which can only be changed through major
policy shifts at the national Tevel" 38

The concentration of national government investments and expenditures

in national capitals seems to be a common cause Of the large disparities
between the major metropolitan area and middle cities in developing
countries. The enormous and pervasive influence of government investment
in creating large metropolises suggests that governments can also influence
the yrowth of secondary cities as well through the “decentralized concen-
tration" of investment. - This implies that if governments

in deveToping countries want to bring about a mbre balanced distribution

df urban population and productive economic activities by building the
capacities and numbers of intermediate cities, changes must be made in the
distribution of strategic investments. Such changes, however, must be

based on a better understanding of the reasons why middle-sized cities
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have emerged and of their potential advantages, the dynamics of their
growth, and the critical functions they can perform in the national
economy,. if they are to have the desired impact. Thus, it is to these

factors that the analysis turns in the next two chapters.
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CHAPTER THREE
UVAAIMICS OF GROATH T4 HIDDLE-SIZED CITIES

Despite their relative weaknesses in the economies of developing countries,
middle-sized cities can and do perform 1mpo%tant social and economic functions
that contribute to national development. Attembts to encourage the growth

and to manage the development of intermediate cities’must be based bn a better
undersfanding of these functions qnd of the reasons why secondary cities
emerged as 1argér and more functionally diversified places in their settlement
systems. The dynamics of growth in midd]e-s12ed cities has been given
relatively little attention in séhdlar]y and professional literature, but

a review of what is known about their growth processes is crucial for
improving planning and policy formulation. This chapter reviews the factors
that seemed to have influenced the founding and early growth of contemporary
middle-sized cities through the late 1950s, and explores the dynamicé of
middle-sized city development. In the following chapter, the economié, social,
political and physical functions that intermediate citieé currently perform

are identified and analyzed.

THE ORIGINS AND EARLY GROWTH OF MIDDLE-SIZED CITIES IN
DEVELOPING COUNTRIES

Most of the intermediate cities in developing nations reached middle size

only recently. In 1950, less than five percent of all urban places in the
world had populations exceeding 100,000. The number of middle-sized cities
in developing nations that year was less than half the number found’in the

-Third World in 1980..| But urbanization is a recent historical phenomenon for
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all countries. Before 1900, less than 13 percent of the world's

population Tived in cities. In 1800, for instance, only about five percent

of the pobu]at1on could be found in settlements with more than 5,000 residents.
As late as 200 years ago, only one city--Peking--had reached a million in’
population, and only six others had more than a half million people. It was
not until the mid-1800s that any city in Europe reached one million in
population, and by 1300 only 16 cities had grown to that size. Until the
1800s most of the world's largest metropolises would be considered small or

medium-sized cities by contemporary standards .2

The present patterns and scale of urbanization in the West were born of

the industrial revolution. Urbanization did not begin in Europe until the
end of the 19th Century, and the highly concentrated pattern of urban growth
now seen in many developing nations did not appear until the early 20th
century, mostly in countries colonized by European nations. Differences in
the distribution of urban population in Western industrial countries, where
it was more balanced among large and .intermediate cities, and the developing
countries--where most urban dwellers were concentratéd in one or a few large
metropolitan centers--are usually attributed to colonial economic policies
or to attempts by post-independence regimes to promote rapid industrialization.
Industrialization and urbanization seem to have been concomitant phenomena
in Europe and North America, each reinforcing the growth and spread of the
other. But in the colonies, only one or two cities were allowed to grow

to large size, usually to serve as entrepots for exporting raw materials and
importing manufactured goods. Smaller towns and cities were encouraged td

grow only if they were convenient administrative centers through which
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colonial governments could extend pb]itica] control over the hinterlands,
or could serve as transfer points in transportation systems designed to
exploit raw materials and agricu]tqra] resources in interior regions.
Little attempt was made in most developing countries to create a system of
secondary cities that would generate demand for domestically produced goods
or make urban services and facilities available to a large majority of the
population. The networks of secondary cities that emerged with, and helped
to promote, widespread industrialization in Western nations failed to appear
in most deve]oping countries, either because the spatial implications of
national investment policies were ignored, or because the policies were
deliberately designed to contain industrial and commercial activities in

one or a few major c1‘t1’es.3

Thus, the largest metropolises became the only
feasible locations for the heavy concentration of investment in infrastfuctUre,
technology and plant needed to promote rapid indusfria1ization when that
became tHe primary goal of development policies in the 1940s and 1950s.

These metropolitan centers continued to grow to enormous size in many Latin
American and Asian countries during post-independence périods. Secondary

city growth in those regions, and in much of the Middle East, however, is

largely a post-World War II phenomenon.

Although a majority of contemporary midd]e-sized cities reached 100,000
population only after the Second World War, some are ancient settlements
that have played important roles in the economic, cultural and political
development of their countries for centuries. The forces that stimulated
the growth of middle-sized cities prior to the 1960s were similar for both

ancient and more modern settlements. Among the most important were: their



- 108 -

favorable physical location and endowment of natural resources; their
selection as political or administrative centers; the concentration in
them of colonial or foreign investment; conditions favorable to making
them commercial and service centers for théir regions; the influence of
transportation routes and technology; and the impact of government
investment in infrastructure and facilities. As will be seen later,
nearly all contemporary intermediate cities grew as service centers of
one kind or another; indeed, their rationale for existence in most cases
was that they provided easy access to commercial or personal services.
Before 1960, large-scale manufacturing had influenced the growth of
relatively few secondary cities in developing nations. To the extent that
intermediate cities had significant manufacturing sectors, they were
composed primarily of small- and medium-sized entérprises with low levels

of capitalization, usua]]y employing less than 10-workers.

Many of these factors that influenced the growth of secondary cities befoke
1960 still shape their development and continue to influence the growth of
smaller towns into medium-sized cities, and thus they require more detailed

description.

Favorable Physical Location and Natural Resources

In his study of urbanization in deve]oping countries, Breese points out that
"it is noticeable in urbanization everywhere that'the factors of site and

situation have considerable jmpact upon the nature of the urban area."4
Physical location (site) and the relationships among sites (situation) have

controlled the growth of cities throughout the developing world. Case
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histories of secondary éit1es in developing nations repeatedly identify
favorable physical characteristics and natural resource endowments as
distinguishing factors in their development. Physical and natural endowments
were instrumehta1'in the founding of these settlements, in making them
attractive as commercial and service cenfers, and in diversifying their

economies later in their history.

Location near the sea, for example, has stimulated city growth in nearly
every geographical region of the world. Most of the largest cities in
developing nations are seaports. But locations at the junctions of navigable
rivers and along the coasts of nafura] bays have spawned intermediate cities
as well. For instance, their coastal locations were vital to the founding
ahd expansion of Matamoros, Tampico and Veracruz in Mexico; Barranquilla and
Cartagena in Co]ombia{ and Belem, Forteleza, Recife, Salvador and Santos in
Brazil. In Asia, the Korean secondary cities of Inchon, Pohang, Kunsan,
Ulsan, and Pusan grew in large part because of their access to the sea.
Observers note that in Malaysia, the "domination of the colonial ports over
smaller, coastal settlements was an important feature in the development of

the urban hierarchy."5

The coastal cities not only developed more rapidly,

but their size and extent of economic diversification was closely related to
the volume of port activities. Surabaya and Padang in Indonesia, Georgetown

in Malaysia, and Madras and Calicut in India grew into significant intermediate
cities és a result of their location near the sea. In the Middle East,

Tripoli emerged as an important Lebanese secondary city because of its port.

African intermediate cities grew first within a band of about 150 miles along

the coasts, and coastal location shaped the direction and pace of growth in
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port cities. Harm deB1ij points out in his study of Mombasa, Kenya, that

“for centuries deve]opmenf here was based upon the use of Mombasa Harbor,"

with its 300 yard wide entrance channe],6 Urban development occured first

on the periphery of the port and later expanded outward. The influence of

the seaport was seen clearly in the late 1800s, wheh economic activities

were tr;nsferred from Mombasa Harbor to a smaller port, Kilindini, on the
western side of the island, and the direction of Mombasa's growth shifted
dramatically toward the west. Commerce and trade began to grow on the outskirts
of the city, quickly producing new sections that were clearly distinguishable

from the "01d Town."’

But most intermediate cities in developing countries are inland, and

favorable physical and environmental resources were important to their

growth. Studies of Tlemcen, a middle-sized city in Algeria, conclude that

its Tocation on a narrow plateau in the slopes of a mountain overlooking a
broader plain provided it "a particularly favorable position at the point

of contact between two contrasting but complementary zones," and that "the
continuity of urban 1ife from Roman times to fhe present day owes much to

the varied natural resources of the surrounding area.“8 Tlemcen's hinterland,
a broad plain lined with springs and streams and forested with oak and

juniper, had soils conducive to commercial agriculture and livestock-raising.

Ranchi, India, was no more than a small tribal village in the early 1800s,
and its growth to over 100,000 pdpu]ation in 1950 and to more than 400,000
in 1980 is attributed largely to its Tocation on a plateau in a hilly region
of Biﬁar on the River Harmu. Its central location made it an ideal

administrative center in the early 1900s, and it easily accommodated the
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commercial and industrial activities that were attracted there in later
years.9 'Similar1y, Chiangmai, Thailand, has gained advantages from its
location bn a flat plateau near the source of the Mae Ping River since the
early 1300s. The city's moderate climate and fertile soil allowed farming
to flourish and made it a strétegic defensive position in the continuing
battles among the Burmese, Laos and Thais from the 1500s to the 1700s. Its
central location in Thailand's northeastern agricultural area and its
moderate terrain made it a convenient site for regional administrative and

trade functions from the 1800s to the pr'esent.]O

Taichung, one of Taiwan's five largest secondaryvcitiés with a current
population of more than half a million was, like Ranchi, a small farming
village and periodic market in the late 1800s, having less than 1,500
residents. Its location on a broad alluvial plain between two of Taiwan's
largest rivers, combined with its hot wet summers and cool dry winters to
provide ideal farming conditions. Its central location jn a rich agricu]tﬁra1
region made it a natural center of trade and; later, an important defensive
and administrative node. Pannell observes that "Taichung's site and locational
characteristics were seen as vital to the city's historical development and

resulted in rapid rates of population growth and areal expansion."]]

Mineral and metal resources were no less important in the creation of many
secondary cities in Africa and Latin America. Copﬁerbe]t towns in Zambia

grew around mining and refining operations, and the mining industries were
instrumental in Tlinking interior settlements by rail or road to 1arger'c1t1es,‘

generating opportunities for commerce and trade in the mining towns. One of
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these mining centers, Kitwe, grew in population during the 1960s to rival

12 Similarly, Medellin, Colombia's second largest

Zambia's .capital, Lusaka.
metropolis, grew as a service center for gold mining activities in the
Antioquia region during the 16th and.17th centuries. The natural resources
and favorable c1imate‘were also conducive to coffee growing, and during
the 1800s the city's rapid expansion was stimulated by coffee trade. Coffee
cultivation stimulated internal consumer markets, generated capital for
investment in manufacturing, and provided the base for the industrialization

that took place later in Medellin and its metropolitan area.13

Defensive PoSitions and Military Bases

Physical characteristics also gave some secondary cities advantages as
defensive positions and military bases. Its location near the sea, for
instance, made Tripoli, Lebanon, an important citadel during the 13th and
14th century crusades and a base of military operations during the QOttoman
Empire.14 Chiangmai achieved its status as an important secondary city in
Thailand aS early as the 13th century because its 1ocatibn provided a
strategic defensive position that made it a prize of conquest in succeeding
batt]es among Thailand and its neighbors. Breese notes that in India
military camps and contonments had pfofound effects on rates and patterns
of urban growth during the 20th century. "Where they are 1ongitudina1 to
main travel arteries to the central city, they may not substantially alter
growth direction but merely withhold land from urban expansion,”" he observed.
"Where they 1ie athwart expansion, they may either deflect or halt it." To
the extent that the land for military camps was convertible to other uses,
it shaped the direction of urban expansion in smaller and intermediate

Indian c1't1‘es.]5
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The se]eétion of African towns and cities as defensive positions or

- military bases also had a profound influence on their growth. Most of

the intermediate cities in Morocco were founded as fortifications. Their
crenellated walls and towers are still visible and now divide ancient‘
parts of these cities from their modern accretions. For centuries, the
fortifications shaped the physical growth of the cities and dictated the
location of social and econoﬁic activities. In his analysis of urbanization
in Nigeria, Ajaegbu observed that most of the cities and larger towns that
grew to significant size before 1900 did so because of the protection they
offered from tribal warfare and the base they provided for military conquest.
Yorubas, Binis and Fulanis sheltered people from the countryside in their .
cities, protected them against the forages of colonial aﬁnies, and used

the éities as staging areas for attacks on other tribes. "The original
impetus to the growth of the city of Zaria happened by means of the
protective powers of her warrior rulers over the vast hinterland of the then
Hausa kingdom of Zazzau'; Ajaegbu recounts "and by means of the war conguests
of and tributes paid to the city and her rulers from as afar afield as Kano,

“Katsina, Bauchi and the Nupe country to the south up to the Niger River.“]ﬁ

The residents of Ibadan--a Yoruba military camp in the early 1800s--were
later able to turn the city into an important trading center and thus insured

its continued growth when it no longer served a defensive pur‘pose.]7

Many cities that reached significant size because they performed other
administrative or economic functions also received temporary stimulation
from military activities. Their selection as temporary military encampments

or headquarters during wars often generated rapid, and permanent, population
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growth. Huancayo, a small middie-sized city in the Mantaro Valley of Peru
provided a convenient location for a Peruvian military camp during'the wars
with Chile in the late 1800s and this increased both itsrpopu1ation and its

functions as a commercial and service center.18

The(selection of Ranchi,
India, as the headquarters of the Eastern Command during World War II also
increased its permanent population by nearly 70 percent, added to its
already important administrative functions and helped diversity its economy,
paving the way for the location of modernAmanufacturing activities there

during the 1950s and 1960s.'2

Similarly, the Palestinian War in the Middle
East in the late 1940s brought Tripoli, Lebanon, unexpected economic growth
whén it forced the headquarters of the Ifaq Petroleum Company oﬁt of Haifa.
The company relocated in the relatively more secure.city of Tripoli, and
brought with it 2,000 new families who created a bui]ding‘boom and generated
demand for furniture, appliances, and a wide range of othér consumer goods

-~ and services. Gulick wrote that "this chain of events was the greatest

single impetus to physical growth [in Tripol1i] since World War II.“20

Selection as Administrative and Political Centers

A set of faCtbrs similar to those that have stimulated the growth of national
capitals also seem to have promoted development of towns and cities selected
as regional, provincia] or state capitals or as local administrative or
political centers. Those places designated as administrative centers have
benefitted greatly from investments in infrastructure and from the commerce
and services attracted to places with political statds. Abu-Lughod observed
that during the 1950s and 1960s nearly all of the cities between 100,000 aﬁd

500,000 population in the Middle East were provincial capitals. Damanhur,
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Asyut, Mansura, Giza, Zaqaziq, Tanta and other secondary cities in Egypt
were province capitals, as were Tripoli, Lebanon; Zarqua, Jordan; Homs,

Harna and Lattagiya in Syria; and Kirkuk, Mosul, Basra, and Hilla in Iraq.
Nearly all other provincial capitals ranged from 40,000 to 100,000 in
population, and there was a large gap in population size between these
provincial cities and the average town or village in the next city-size
category.21 Similarly, Weiker found that the most economically important

and fastest growing intermediate cities in Turkey have been provincial
capitals. He noted that "the potential for Turkish provincial cities making
important contributions to national economic, social and po]itical development
is great." He observed that among their assets were the "attractivensss

of the provincial cities for migrants from rural areas; increasingly skilled,
capable and enthusiastic city leadership (although much remains to be done

in this area); a striking degree of local spirit, and frequently vigorous

and creative responses to challenges ... .“22

The investments that come with the designation of a city as a regional or
provincial administrative center seem to have been important in their growth in
most regions of the developing world. In his study of the intermediate

city of Parana in Argentina, Reina insists that "the strongest impulse to
development came when Parana became a capital of the province in 1883," for
only then was more serious attention‘given to physical improvements and to
providing basic services. Investment in infrastructure by both the local

23 Kumasi, Ghana's second largest

and central governments increased markedly.
city, was founded in the late 1600s as the capital of the Ashanti Confederacy.
It was not only an important political center but also emerged as a crossroads

of commerce and trade. Its role as an administrative capital was reinforced
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by British colonialists, who designated it as headquarters of the Northern
Territories. As a regional capital it was cbnnected by rail and road to
Accra, Ghana's capital, and as a result of its administrative status
Kumasi's population grew from less than 25,000 in 1921 to more than 380,000

in 1970.24

In Asia, traditional cities were always administrative centers through which
warlords and emperors maintained political control over, and extracted
revenues from, the hinterlands. Most were neither founded nor functioned

as commercial or manufacturing centers. As Rhoads Murphy has pointed out,
"the traditionaT Asian city was predominantly a po]itica1 and cultural

u25 Only after the penetration of

phenomenon rather than. an economic one.
European traders did urbanization in Western style begin in Asia, first at
port cities and then at inland towns connected to them. Even informal
po]iticd] functions stimulated growth in middle-sized cities. The selection
of Chiangmai as the Royal Family's palace, for instance, assured preference
for the northern Thai city in the allocation of investments for modern
services and facilities, infrastructure, and road and airport facilities.

The prestige and status accorded to Chiangmai as a place in which the King
entertained importaht government officials and international visitors made

it a national, and later an international, tourist attraction.26

Political ideology seems to have little effect on the preference governments
give to regional and provincial capitals for development investments. Even
in mainland China during Mao's regime--one noted for its deliberate attempts
to make development more equitable--the provincial capitals fared better in
economic growth and accumulation of services and facilities than non-capital
cities. Provincial capitals consolidated, and often increased, their primacy

in provincial settlement hierarchies during this period. Reviewing the
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changes iﬁ urban development in China between 1953 and 1972, Sen-Dou Chang
notes thathroVincial capitals throughout the country and especially in the
rural northeast and southwest grew rapidly. Even taking boundary changes
into consideration--which explain some of the growth in urban population in
China--and "despite the extreme variations in physical conditions, resource
endowments, population densities, transport facilities and agricultural
productivity in the various provinces and autonomous regions," Chang observes,
“the growth of the capital cities throughout the country seems to be uniformly
fast."27 As a result of the higher levels of investment in proVincia1
capitals, these secondary cities gained advantages from better infrastructure
and services and from their nodality in the transport system, to make them
more efficient locations for heavy and 1ight industrial investment in

subsequent years.

Colonization and Foreign Investment

A related, and sometimes equally important, factor in the founding or early
growth of intermediate cities has been the activities of foreign investors

and traders and the policies of colonial regimes. Although unbalanced
development of urban systems in developing countries and the overconcentration
of industry and modern infrastructure in national capitals is often attributed
to colonial economic policies, colonial activities often stimulated the

growth as secondary cities as well. In some cases secondary cities were
encouraged to grow as colonial administrative posts or as transfer and
processihg centers for exploitation of mineral and agricultural resources

in the interior.

In some Southeast Asian countries, for example, there was no indigenous
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urbanization before European colonization. In Malaysia, the major cities
and towns are less than 200 years old and did not begin to grow rapidly
until the early 1900s. The colonial economic system had a strong and
pervasive influence on the development of towns and villages in Malaysia.
Cities emerged in those areas that could grow crops for export or that

had endowments of exportabie natural resources; agricultural centers and
mining towns were connected by rail and road’to port cities and grew as
processing and transfer centers. Those colonial administrative posts that
could attract commerce and trade diversified their economies; those that

could not declined in the period after 1'ndependence.28

Taichung, Taiwén, grew rapidly into a middle-sized city only after Japanese
occupation leaders chose it as a civil affairs administrative center in the
late 1800s. Because of its central location it became an important part of
the Japanese administrative-defensive network on Taiwan in the early 1900s.
Colonial administrators invested heavily in roads, bridges, water and drainage
systems. They linked Taichung to other cities and towns. The grid street
pattern they laid out ordered the physical growth of the city for years to

come. By 1920, the city had twice the population that it had at the beginning

of the occupation.29

Colonial governments--Spanish, Japanese and American--a1so4profound1y influenced
the economies of middle-sized cities in the Phi]ippihes; The foundation of

- the present economy of Davao City, for instance, was built during the

Japanese occupation of the Philippines. Until then, Davao had a subsistence
agricultural economy with 1ittle manufacturing or commerce. The Japanese

created a plantation agricultural system, built roads, refurbished port



- 19 -

facilities and fostered the export of abaca, copra and timber, all of which
stimulated the city's subsequent population growth and economic diversifi-

cation.30

In Latin America, Spanish and Portuguese colonists played a strong role in
founding and promoting the growth of contempbrary intermediate cities.
Morse notes the strong control that Portuguese rulers had over the
development of towns in Brazil, observing that "Brazilian townsiwere, 1ike
the Spanish, products of the metropolitan [coloniall will... . Nothing
spontaneous or natural attends their birth. For some, even the site is

preselected from Lisbon."3]

But in most of Latin America, colonial regimes
were more interested in establishing towns and cities for specific economic
or administrative purposes than in stimulating the growth of a network of
intermediate centers. Morse argues that, as a result:

Urban networks developed feebly. Geographic barriers to

regional transportation were often formidable, while the

crown's mercantilist policies did 1ittle to encourage

centers of complementary economic production. New World

cities tended to be related individually to the overseas

metropolis and isolated from one another.32
Foreign influences played an important role in the early growth of intermediate
cities in Africa and the Middle East as well. Tripoli grew in importance as
a Lebanese secondary city with successive waves of foreign traders who
came in the 17th ahd 18th centuries seeking silks, citrus fruit, olives,
vegetable oils and tobacco.33 Lawless and Blake point out that the French
occupation of Algeria and the activities of colonists in and around the
secondary city of Tlemcen created "profound social, economic and geopo]iticai

changes--the arrival of a privileged European minority, the dramatic increase
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in the size of thevurban population, the appearance of new functions, the
disappearance‘of some traditiona] functions, and the'strengthening or
transformation of others.">* The French built fortifications at Tlemcen
and for much of the early 1800s it served as a garrison; the walls and

barracks shaped the boundaries and directions of city growth.

The devé1opment of Malindi, Kenya, depended almost entirely on succeeding
groups of foreign settlers and traders. Arabs established plantation
agriculture in the Malindi area in the late 1800s using slave labor and
were followed by Asian merchants who made.the city a regional wholesale
and retail trade center. In the 1930s, Europeans settled there in large
numbers to open hotels and shops catering to tourists, making tourism the
major productive sector in Malindi's economy until after World War II.35
A similar succession of Arab, Portuguese, Asian, British and European
colonists and traders a1sokshaped the growth of Kenya's secondary

36 As will be seen later, however, the foreign

metropolis, Mombasa.
influences on the growth of secondary cities were not always beneficial

to developing nations: some cities became parasitic rather than developmental.

Tfansport Technology

From the middle of the 19th century onward, the introduction of new tranSport
technology played é critical role in the founding, growth and decline of
intermediate cities in the developing world. The expansion of secondary
cities in the Middle East and northern Africa was inextricably tied to the
extension of road and rail networks. Tripoli, Lebanon experienced a new

‘surge of population growth and attracted new economic activities in the early
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1900s when roads were opened to Beirut and when the railroad connected Tripoli
to Aleppo in 1911. For many years to follow the physical expansion of the

city followed the main transport routes.37

Transportation networks played an equally crucial role in the growth, spatial
distribution and functional development of Nigerian secondary cities. The
roads and railways built at the turn of the century to exploit the resources

of the interior often by-passed traditional trade centers such as Ile-Ife,
Ilesha, Benin City, Sokoto, Katsina and Yauri, and turned what were

previously small villages into important nodal points in the colonial spatial
and economic system. Kaduna, Jos, Enugu and Port Harcourt, all located along
the new rail lines, grew in population and became more economicaIly diversffied.
‘Only the traditional centers that were integrated into the major rail and

road system--Ibadan, Oshogho, Zaria and Kano--were trdnsformed into viable
‘economies. These secondary cities took on dual structﬁres with attributes

of both traditional trading, and more modern commercial and service,_centers.38
The completion of the railway to Ilorin in 1908, for examp1e, increased the
flow of manufactured goodsvto the city from Lagos and of agricultural products
from the north and from the city's hinterlands. As in many other middle-
sized cities in developing nations, commercial, trade and administrative
functions expanded in the area around the railroad stations. Akorede observed
that “thevrai1ways and foads that accompanied the co]onié] administration were
followed by developments in business and commerce."39 Land values near
ITorin's railway station rose rapidly and the direction of the rails ordered
the direction of the city's physical growth. New towns eventually sprang up

40

at breaks in transport networks. Gugler and Flanagan point out in their
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~analysis of urbanization that "for West African towns, fortune rode the
trains. Those that received terminals grew, but those that did not stagnated .

or declined, as did many river ports."41

Case histories of secondary cities in Latin America reveal similar
influences of transportétion on growth and decline. Different modes of
transportation had different influences on the growth of middle-sized cities
at different periods in their development. Extension of thé railroad to
Huancayo, Peru, in 1908 strengthened the city's role as a communications and
trade center. Expansion of the highway network to include Huancayo in the
1940s and early 1950s contributed to a resurgence and diversification of

the cjty's commercial activities and was instrumental in bringing textile
mills that, at least temporarily, employed large numbers of workers who came

from the countryside to supplement their farm incomes.42

The increased access brought by the highway systems in Latin America was
especially important to smaller, interior cities. The growth and development
of Oaxaca, Mexico, is reported to have stemmed directly from its access to
the Pan-American Highway which was extended to Oaxaca in 1940. The highway
not only linked what was then a re]ative]y small urban center to the Mexico
City metropolitan area, but also strengthened QOaxaca's position as a regional
market. Since the highway's construction, the city's population has grown

by about 4 percent a year, and now it has more than 150,000 residents.43

Transport was no less important in stimulating the growth of secondary
cities in Asia. Haze]hurschas observed that middle-sized cities in India

are most commonly found along main road and railroad routes, especially in
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the area north of Delhi and in the west toward Punjab. The commercial and
trade activities of these cities have been densely concentrated around

rail and bus stations.44

Roads and railroads also played a role in the
growth of Chiangmai, Thailand, during the early part of this century. A
railroad 1ink construcfed between Chiangmai and Bangkok and a highway
completed in the mid-1930s were crucial in maintaining and strengthening
the city's functions as an administrétive center for the northern rég1on
and in'a11owing it to emerge as a commercial, trade and tourist cénter
later. The construction of intercity roads and highways was essential

in forging linkages between Chiangmai androther northern towns and cities.
Construction of seven radiating roads out of the city's center, and of the
Chiangmai-Lampang highway, increased the volume of trade and the number of
tourists to Chiangmai, and a116wed it to become a vital service center for

the northern region in the 19605.45

The construction of roads from other Philippine cities to Davao in the

1940s also provided the access upon which much of that city's economic
development during the next two decades depended. At the end of the
Japanese occupation a road'was opened between Davao and Cotobato and later
one was extended from Davao to smaller towns in Agusan Province that not only
fostered intercity trade but opened interior crop and timber land to use by
Davao entrepreneurs and farmers. Access to markets gave impetus to
agricultural development whefever timberland was cleared. Davao City's
population more than doubled from 40,000 in 1948 to more than 80,000 in 1960.'
and the population of the province in which the city is Tocated grew by

more than 145 percent during the same period.46



- 124 -

Commerce, Trade and Servicé Functions

Without doubt the most important factor in promoting the growth of nearly
all contemporary intermediate cities was their capacity to perform
commercial, service aﬁd trade functions. Many began to grow initially
because of their central locations in the midst of rich agricultural lands,
or because they were selected as administrative centers or defensive
positions, or because they were Tinked to other cities by road, rail or
water. But their continued growth and diversification depended on their

ability to foster commerce and trade.

Many of the secondary cities in Latin America grew from agricultural trade
and acted initially as regional markets and transfer points for agricultural
goods going from their rural hinter]aﬁds to larger metropolitan centers.
Huancayo, an intermediate city in Peru, began to grow in the late 1800s
because of rising demand in Lima and other coastal cities for agricultural
cohmodities grown in the Mantaro Valley. Land in the coastal cities had
been steadily converted to plantation farming of export crops, leaving
domestic urban markets dependent on agricultural goods grown in interior
regions. The commercialization of agriculture in the Mantaro Valley not only
made Huancayo an impdrtant agricultural market, but also stimulated diversi-
ficatibn and established the city as a commercial and trade center for its
region. Its growth in the late 1800s was directly related to the expansion
of commerce and services. "By the end of the century," Roberts recounts,

wd7 An inventory of commercial

"Huancayo was mainly a commercial town.
establishments taken ih 1880, "listed three Chinese restaurants, an hotel,

seven lodging houses, two icemaking factories, six liquor factories, two ham
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factories, fifty-two shops in the permanent market, eight general stores,
five leather goods stores, nine shoemakers and three barbers."48' Flour
mi1ls had- been established, commerce in eggs was brisk, and wholesale
traders from other cities passed through Huancayo frequently. By the 1920s
it had acquired banking and financial services, was a regiona] judicial
and communications center through which Tabor was recruited for 1arge
haciendas and nearby mines. The city's population expanded again in the
~early part of the twentieth century when entrepreneurs established 1arge-
scale contracting services to supply mining companies with goods and
equipment. Trucking and transport services to ship out agricultural
products and ores quickly established themselves in Huancayo. Repair shops

sprang up just as quickly to maintain vehicles and equipment.49

The preindustrial commereia] ahd service centers of Africa could support
substantial numbers of residents, and this undoubtedly accounted for their
rapid population growth. Commerce in Ibadan, Nigeria; at the turn of the
~century involved large numbers of small-scale establishments that yielded small
but widely distributed increments of new income. Muench points out in his
study of Ibadan that the wide distribution of income generated through
small-scale commercial and manufacturing act{vities allbwed the city to
grow because it created demand primarily for small, inexpensive, locally-
produced consumer goods. Even imported foods and materials were processed
by local enterprises to keep costs down--meat shipped from other regions
was processed by city butchers; furniture was made by local craftsmen from
wood brought in from outside; local tailors made clothes from imported

textiles, and metals brought intorthe city from other areas were fashioned
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into jewe]ry by local smiths. Largé numbers of small-scale wholesalers

and retailers traded a variety of agricultural commodities, livestock,

.and crafted goods. The wholesale and retail activities, in turn, supported
an extensive and multi-tiered system of consigners, brokers, distributers
and other middie-men who broke up consignments several times to allow even
petty traders and hawkers to participate in commerce. According to Muench,
“this increase in the incomes of primary producers in the city has tended to
bring a larger increase in population than has been the case in many other
African cities. This multiplier effect has been an important factor in

the growth of the city to its present large sca'le."50

Middle-sized cities in Algeria grew as agricultural markets and diversified
into commercial and service centers as farmers turned more of their fields
to the production of cash crops. During the French colonial period when
both domestic and foreign demand for local production was high, larger
market towns became regional centers for banking, transport, storage and
wholesale and retail trade and, depending on the number of foreign residents,
for Tuxury goods shops and import trade. After a period of settlement by
colonists, agriculture was transformed almost entirely to cash-crop
production, transforming the economies of market towns into trade and
service centers. Lawless and Blake recount the process in Tlemcen in the
late 1800s; as agriculture became more commercialized,

the town atquired~new service and marketing functions.

It became the most important centre for transport and

storage, banking and wholesale and retail trade in its

region. The town ceased to be the exclusive market

for the agricultural products of its region and became

also the intermediary between the rural areas around

and the capitalist market. It became the instrument by
which agricultural products were collected for export
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to a greatly enlarged market at'both the national and

international scale. These central place functions

‘resulted in the establishment of an impressive range

of public buildings in Tlemcen including, for example,

.banks, post offices, and hotels, besides warehousing

and the railroad station. Cultural and social

facilities and schools were also built for the benefit

of the French community, and Western type shops, offices

and cafes sprang up near the centre of town. The

extent to which the town was frequented as a regional

centre depended primarily on geographical factors--

accessibility and distance.
As in Ibadan, manufacturing in Tlemcen has nearly always been small in
scale, more a commercial than an industrial activity. Shops producing
carpets, carved hunting guns, copperwork, iron and clay pots, wool and
leather goods and jewelry flourished in Tlemcen in the late 1800s and early

_ 1900s.

The social services provided in middle-sized cities were no less important
than were commerce and trade in stimulating their growth. The concentration
of primary and secondary schools in Tlemcen in the early 1900s made the

city an educational center for its region, and complemented its commercial
activities. ~Dbserﬁers point out that "in 1890, the Ecole de Pais des
Indigenes was founded and continued to have an important influence on carpet

52 Some

making and design in Tlemcen for much of the French period."
cities were especially influenced by the social services established by fofeign
missionaries. Wherever they went, European and North American re]igibus groups
set ub schools as well as churches, hospité]s, orphanages and social services
~that were used both to proseletize and to introduce new ideas and valﬁes

that were to change the economies and societies of the towns in which they

were settled. Gulick notes that Christian missionary schools in Tripoli

had an important impact on the largely Arab city's social structure in the
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late 18005.53

The schools, hospitals and colleges built by missionaries

in Ranchi, India, in the late 1800s and early 1900s also contributed greatly
to the city's emerging role as an administrative center. Srivastaba observed
that the mission school affected the economy of the city in a number of
ways. They webe noted for "high standards of discip]fne, education, service
and devotion to work," hé argues, and thus became "centers of diffusion of
modern and western civilization into tribal life and culture." Whatever

the desirability of such influences on the poor in Ranchi, these services
"increased their employment opportunities, social status and functional
capabi]ities,“ he insists, and contributed to making Ranchi an urban center
to which both government expenditures:and private investment would later

fo]]ow.54

The concentration\df government ihvestnent in services, facilities and
physical infrastructure at certain pefiods seems to have been a major
influence on the growth of secpndary cities. They were important in
consolidating the economic advantages of middle-sized cities, in enhancing
the value of previous investments, and in encouraging new private investment.
Often they created conditions that allowed intermediate cities to diversity

into entirely new economic activities.

Dotson and Teune's factorvana1ysis of Philippine cities, showed an extremely
strong correlation between population size and the concentration of
industrial, serviceland commercial establishments in Philippine cities.
During the period from 1939 to 1960, larger cities in the Philippines,
compafed to smaller, less urbanized places, had more manufacturing and

and service establishments per capita and higher levels of educational
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attainment, at least in part because governments in larger municipalities
generally raised nore revenues and spent more for public purposes.55 These
comparative advantages in social seryices and facilities have often been
crucial in attracting popu]ation and investment that allowed intermediéte

cities to continue to grow.

DYNAMICS OF MIDDLE-SIZED CITY GROWTH: THE IMPORTANCE OF
SYNERGISM

Although factors that were crucial in the founding and early growth of
midd]e-sized urban centers in developing nations can be identified and
described, it is clear from historical studies of their development that
these initial influences can only partially explain their continued
expansion and diversificationr‘ Somé of the forces that generated growth
during their early history were random. Although some cities were planned
and their physical growth was carefully designed, the large majority of
middle-sized cities grew from spontaneous actions by individuals reacting
to favorable conditions. As some of these initial forces weakened, those
cities that could not transform and adjust declined or disappeared. Perhaps
the most dramatic example is that of Potosi, now a relatively poor Bolivian
town of less than 100,000 residents, that in the mid-1600s was the largest |
city in the Western Hemisphere and one of the richest mining centers in
South America. Its population of about 160,000 was larger than Mexicq City's
at the time, and its wealth was known throughout Latin America and Europe.
Chapman reports that

in 1556, a scant eleven years after its discovery, the

city spent eight million dollars (EESOS) to celebrate
the accession of Philip II to the [ Spanish] throne. In
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1580, it was estimated that private fortunes of the
dominant class ranged from about three hundred
- thousand dollars to six miilion. ... At one time in
~ this city there were fourteen dancing schooils,
"thirty-six gambling houses and one theatre, to
which the price of admission ranged from forty to
fifty dollars.96

The city had one of the most productive mints in Latin America, supp]jing
" coins ahd medallions to Bolivia, Spain and many of the Spanish colonies.

Its churches, art collections and pub]fc buildings were magnificent. But
the economy of the city depended almost entirely on mining and on the

slave labor of indigenous Indians; when the mines were no longer productive,
the city's population declined almost as quickly as it grew. By 1825,
it had less than 10,000 residents. Now Potosi is a minor administrative

and commercial center, showing few signs of its former wealth except in its
old and deteriorating buildings. Its residents, and the Indians living in

its rural hinterlands, are among the poorest in South America.

Factors that were important to the growth of some contemporary miqd1e-sized
cities were detrimental to that of othefs. In Latin América, for instance,
many of the secondary cities in the interior that grew as service and resource
extraction centers in the 18th and 19th centuries, like Potosi in an earlier
period, either stagnated or declined after modern transportation facilities
put fhem in competition with coastal ports and national capitals in the

Tate 19th and early 20th centuries.57

Synergism was crucial in the dynamics of growth and development in middle- -
sized cities. Nearly all of the studies reviewed here show that a combination
of influences stimulated the growth of intermediate cities and that none of

the factors that were important in the development of these cities could,
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albne, have generated growth and diversification, Studies of cities in
Southeast Asia and Latin America show that unless the cities that were
founded as mining or port towns could diversify, be 1inked physica]ly and
through trade and social interaction with smaller towns and larger cities,
begin to perform central functions, consolidate their economic and social
gains, create comparative advantages, and respond quickly to external and
internal social, pb]itica] and economic changes, they did not continue to
grow. Observers note that in Malaysia

the towns which evolvéd from mining settlements did not

perform central functions. Rather they performed special

functions with peculiar locational demands. ... It was

not until the settlements acquired administrative functions

that there was any element of stability, let alone permanency.

It was not until the introduction of such facilities as

communications that the settlements had relations with their

neighbors. There was little impetus for development of

trade other than what was required for the immediate needs

of the mining community.58
A complex combination of forces differentiated those towns that achieved
a minimum level of urbanization, and then stagnated or declined, from those
that grew into intermediate cities. Among the factors that seem to have
been most important in those middle-size cities reviewed here, were:

1. Initial growth factors

2. Reinforcing influences

3. Consolidating forces

4. Linkage effects--internal and external
5. Creation of comparative‘advantages

6. Agglomeration and multiplier effects

7. New diversifying influences

8. . "Second-generation" reinforcing factors
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9. New consolidating forces ,

10. Broader Tinkages and networks of exchange

11. Greater agglomeration and multiplier effects

12. Stabi]ization of some initial growth factors

13. Decline of some initial advantages

14. Size-ratchet advantages--proteétion against drastic decline

15. New diversifying influences

Initial growth factors such as favqrab]é location and resource endoﬂnents,
selection as an administrative or political center, advantages as a

defensive position or military base;.the:concentration of foreign trade

or colonial anesUnent, favorable location for regiona] trade and commerce,
government investment in infrastructure and social services, or location

along an important transport route, often mutually reinforced each other
during early stages of development, and allowed those settlements fo consolidate
their spé&ia]ized activities. Linkages among activities within these cities
and with other towns allowed them to attain comparative advantages in the
performance of some fﬁnctions, most often market trade, administration or
services; which attracted migrants from rural areas and created more
opportunities for investment in productive and service activities. New
diVersifying influences were needed later, however, to allow these cities

to absorb increasing numbers of population. Changes in transportation routes,
the application of new technology, the influx of foreign capital or the
investment of locally produced surplus capital in complementary economic
activities, the accumulation of new administrative functions or surges of

government investment in infrastructure and services, created new conditions
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that allowed more diversified economic and social activities to suryive

in these cities. Larger population size and greater economies of scale

and proximity allowed them to perform new functions. These new diversifying
influences again required reinforcements through social, economic, physical
and political transformation, and the consolidation of these gains through
institutional arrangements. As their economies became more diversified,
these cities could broaden their linkages and interactions with other cities
and towns and expand their networks of exchange and trade. Greater

agglomeration produced new multiplier effects.

Some of the forces that initially influenced development became weak 6r

less important, whi]é others stabilized and continued to promote growth

and diversification. As cities grew,to from 250,000 to 500,000 in
population, they achieved what Thompson has ca11ed "size-ratchet" advantages.59
Large population size and economic diversification gave them some immunfty

to rapid or drastic decline, a1lqwing them time to react to changes in

economic and social conditions and to offset the effecfs of decline in any

one sectof. The continued growth and diversification of these cities

- depended on the repitition of this cycle of innovation, reinforcenent,
consolidation of gains, expansion of linkages, creation of new comparative

advantages, higher levels of agglomeration, greater economies of scale and

reconsolidation of gains at new levels of development.

Merely growing to 100,000 or more in population, however, has not ensured
that middle-sized cities would become catalysts for development of their
regions. The spread of benefits to their hinterlands has often been

constrained, and indeed, some cities grew in such a way that they exploited
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their rural peripheries and draihed resources from them to feed their own
growth. Some intermediate cities simply grew as enclaves, in which higher
standards of 1iving were achieved by a small group of residents and in

which the vast majority remained poor. These cities were 'exploitational.”
Other, "developmental" cities, grew in such a way that linkages of mutually
beneficial exchange were forged with smaller towns and rural areas in

their region;, and these middle-sized cities not only provided higher Tlevels
of income and greater access to services and facilities to their own
residents, but also to people 1iving’in the region in which the city was

Tocated.

To the extent that the policies of international assistance organizations
and'governments of déve]oping countries are aimed at promoting developmental
rather than exploitational urbanization, it is important to encourage those
factors and processes of synergism that lead to mutually beneficial-
exchanges between cities and their‘rurai hinterlands. The factors that

seem to differentiate developmental from exploitational cities must therefore

be identified and analyzed.

DISTINGUISHING BETWEEN DEVELOPMENTAL AND EXPLOITATIONAL
INTERMEDIATE CITIES

Case histories of secondary cities rarely analyze their developmental
impact on their population or on their rural hinterlands directly, but a
number of the studies provide insights into the kinds of factors that
distinguish cities that have promoted widespread development, from those

that have exploited the resources of their regions. The extent to which
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middle-sized cities have had "developmental" impacts on their regions seems
to depend on the following factors:

1. ' The degree to which local elites and leaders identify théir
own success and status with the economic growth and social progress of
the city and its region; |

2. The degree to which local leaders in both the public and private
sectors are willing to invest their resources 1h the growth and development
of the city rather than transferring surpluses generated from city activities
to other places for in&estment;

3. The degree to which local leaders and entrepreneurs are innovative
and aggressive in introducing more effective methods and techniques of
production to ihcrease output and income within the local economy;

4, The degree to which local leaders and entrepreneurs in both the
public and private sectors are aggressive, and successful, in bringing
external resources into the city for development;

5. The degree to which the national govermment supports the internal
growth énd development of the city and its region, rather than draining
resources from them to support the development of the national capital
or the nationa] economy;

6. The degree to which economic activities established within the
city are linked through mutually beneficial processes of exchange to the
city's hinterland, thereby serVing the needs of rural people and promoting
higher productivity and greater distribution of income for the rural
population; |

7. The degree to which economic activities are linked to each other

within the city to generate "multiplier effects" in investment, employment
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and opportunities forkentrepreneurship in both large and smaller enterprises;

8. The degree to which economic activities within the city are
organized to generate income for local residents and promote internal demand
for goods and services that can be produced and distributed locally;

9. The'degree to which public and private sectors cooperate in promoting
economic activities that generate widespread participation and distribution
of benefits;

10. The degree to which the city's leaders are willing to promote and
encourage, and residents are willing to accept and advance,vsocial and
behavioral changes that are responsive to new conditions and needs as they

arise.

The effects of these influences can be seen more clearly in a few examples:

a city that seemed to have generated economic and social benefits for its

‘own population and for that of its rural hinterland--Chiangmai, Thailand;

one that seemed to have exploited its own resources and that of its region
during its growth--Huancayo, Peru; and one that has been éxp]oitationa], but

"

created conditions for pbtentia] development through "anticipatory urbanization

--Davao City in the Philippines.

Developmental Urbanization: Chiangmai, Thailand.

In their hisforica1 analysis of Chiangmai, Chakrit Noranitipadungkarn and
A. Clarke Hagensick emphasize the catalytic effects that the growth of the
city had on the northern region of Thailand during the 1960s and 1970s, and
attribute much of Chiangmai's developmental impact to the kinds of factors

described above.60
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First, there had been since the early 1930s, a strong sense of idehtification
among local leaders, the social elite and public officials in Chiangmai

with the growth and development of the city. Most of the local public
officials and many from natiqna] ministries who were assigned to Chiangmai,
regarded their positions as rewarding and important. Assignment to or
service in a secondary city was not seen, as it is so often in developing
countries, as an inferior or unimpartant post to be held only until the
officials could be appointed to a job in the national capital. Posts in
Chiangmai were sought after by senior officials who tended to stay permanently
or for long periods of time. Local officials, too, ofteh held office for
many years. This created both stability in civil administration and a
perception on the part of local and national officials that their success
would be measured by the benefits they brought to the city and its region.
Moreover, the relatively long tenure of municipal officials allowed them to

initiate and see through to completion important development projects.

A majority of the city's entrepreneurs, business 1eader§, investors and
shopkeepers were born and raised in Chiangmai, and their success was clearly
related to the prosperity and continued growth of the city and its surrounding
region. Many of those who were not born in Chiangmainere long-time

residents who participated actively in its social, cultural, political and
re]igious life, as well as in its economic activities. They encouraged

and fostered the traditional cultural activities.that made 1ife in Chiangmai

colorful and that attracted visitors and tourists.

Thus, rather than viewing Chiangmai as a place to make their fortunes to
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to invest elsewhere, business and government leaders directed much of
their energy toward bringing in new resources--money, ideas, and skilled
peop]é--to promote the city's growth and modernization. During the city's
periods of rapid development business leaders "sought modern ideas through
extensive travels that gave them access to relevant information,"”

Norani tipadungkarn and Hagensick point out. "Such trave]s introduced them
to innovative ideas in western style department stores, cultural centers,

hotels and improvements in the production of handicrafts."61

They actively
‘sought new ways of doing things that could be applied in their Chiangmai
businesses. As a result, they ihvested heavily in mining, tobacco and

tea plantations, established a development bahk, created credit facilities,

built bowling and recreational centers and revamped cottage industries.

Municipal officials and‘business leaders were also aggesssive in seeking
resources from the national government that would improve the city and link
it more closely to Bangkok and to other towns and cities in the northern
region. They were successful in obtaining millions of dollars for the

city during the 1960s and 1970s to build major highways, universities and
colleges, hospitals and clinics, electric and water lines and other public
utilities. Local government 6fficia]s oversaw the building of a sports
stadium, a zoo, a large meeting hall, two recreational areas, a modern
police headquarters and a municipal market that served not only Chiangmai's
residents but people from neighboring towns and rural areas, and that added
to the city's attractiveness as a regional and national tourist center. They
raised revenues from a variety of sources to build roads and streets that
linked the city with arterial highways near Chiangmai and sought funding

for new schools, health centers and libraries.
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This developmental spirit among leaders in the city was contagious, and
much of the popu1ation became caught up in local “"boosterism." Both
‘government officials and business leaders promoted the city as a touriét
center énd invested in activities that would consolidate the city's
function as a recreational area. In the 1960s and early 1970s they built
six new movie theaters, a large private medical center, a hospital complex,
six modern firét?class hotels, a half dozen new office buildings and as

mdny shopping centers.

The investments made in other sectors of Chiangmai's economy were growth-
generating. They were organized to fntegrate smaller businesses into the
activities of larger establishments and to 1ink rural suppliers with

urban prbducers. Norantipadungkarn and Hagensick estimate, for instance,
that 60 to 80 percent of the péop]e Tiving in rural areas around Chiangmai
bengfitted in some way from the tobacco industries located in the city.

The Thailand Tobacco Monopoly opened branch offices in smaller towns of

thé region and created and supported'ah extensive network of farmer-suppliers.
Thappavong Tobacco Company, the largest producer in Thailand, provided income
to 30,000 to 40,000 farmers in the Chiangmai region, supporting them with
technical assistance, credit, fertilizer, quality seediings, and other

inputs that helped raise their productivity and income. Tea companies in
Chiangmai developed similar relationships with small-farmer suppliers in

the region and worked with them to improve the quality of their crops.

Mining companies provided part-time employment to farmers and urban residents
as well as to full-time mine workers. Owners of the timber industries

in Chiangmai reinvested much of their profits in the city and sought’

equipment and services from local suppliers. -
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Government leaders, too, were éensitive to the relationships between
city and countryside. The governor of the province, for instance, spent
a great deal of time on his "reaching-the-people" program. Observers
note that

The governor made vigorous attempts to assist the

people in outlying rural areas. Much of his effort

was spent on sensing their needs and rendering

government assistance, especially when disasters

struck (cold weather, floods and severe droughts).

While local funds for these programs were extremely

‘limited, the visits to Chiangmai of high ranking

officials from different agencies in Bangkok brought

him access to sources of the necessary assistance.

He obtained funds, blankets, medicine, stationery,
seeds and food for distribution.62

There was a strong sense of cooperation between government and business
leaders in the city. Business clearly profited from the physical and

social facilities constructed by municipal and national govermment agencies,
and in turn businessmen were responsive to the urgings of the governor

and local officials for private funding of new ventures and revitalization

of cottage industries.

Finally, the social leaders of the city realized that changes in attitudes
and behavior and in family and group relationships were an inevitable
concomitant of economic and population growth in Chiangmai, and many sought
ways of inducing change while preserving the most important cultural and
social traditions. Some Buddist monks, for instance, took an active role
“in providing alternative socia1.act1vities and outlets for young people
when traditional temple activities fell out of favor during the 1960s.

Many of the social elite, including members of the RoyaI Family, were

active in organizing women's associations, child welfare programs, and
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charitable associations to assist the poor. Although many of the modern
changes that came to Chiangmai were considered undesirable by some of the
more traditional groups in the city, many of the social leaders tried to
accommodate and to encourage, rather than suppress, change. Social leaders
helped transform the social structure of the city to reinforce those
influences promoting economic growth and widespread distribution of its

benefits.63‘

Exploitational Urbanization: Huancayo, Peru

In h{s analysis of Huancayo, Bryan Roberts claims that the city's growth

and development drained resources from its surrounding areas and benefitted
only the elite within the city and a small group of non-resident entrepreneurs.
Throughout most of its history, the city had 1ittle positive effect on
transforming its hinterland or in stimulating development among the

rural population in its region. Many of the factors that made Chiangmai

a catalyst for regional deve]opmént were lacking in Huancayb. Prominent
landowners, merchants and important commercial families who controlled
economic activities in Huancayo had come from abroad or from other parts

of the country, and did not have deep roots in the city; From early in its
history as a commercial and trading center, the merchant class dominated

the po1itica1 system and attempted to supbress or e1iminéte traditional
social, political, and cultural activities of the peasants and working
people who were born in the town. They saw traditional social activities
such as fiestas and religious ceremonies as fri§o1ous and wasteful. Roberts
notes that in the late 1800s the "Huancayo council concerned itself with

‘the regulation and suppression of traditional fiestas; heavy fees were

64
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levied on those who wished to organize the traditional bullfights and
dances. - At times, these were forbidden entirely and fines were levied

for infraction of the ru1es."65

Although Huancayo continued to grow as a commercial and trade center
throughout the late 1800s and early 20th century, the increasing dominance.
of large-scale mining and plantation égricu1tura1 industries-—which were
operqted to expioit‘1oca1 resources and invest the proceeds in Lima or
abroad--changed the relationship of the city énd its hinterland in ways

that were detrimental to the economies of both the city and the surrounding -
rural areas. Unlike the mutually beneficial ties that were forged by
Chiangmai's industria1 leaders with farmers in the countryside, in Huancayo
there was virtually no relationship "between the major productive activities
- in the area--the mining and large-scale agriculture--and the patterns of
Tocal consumption." Roberts points out that "the products of mining and
large scale agriculture were mainly consumed in the industria1 countries,
and the manufactured goods consumed by the population of Huancayo and the

area around were mainly produced abroad."56

The investments made by the city's elites and by non-resident entrepreneurs
greatly changed the functional characteristics of the city during the

early 20th century by overwhelming the traditional market and trade
activities that allowed Huancayo to grow from a smaller -town to a service
center for its rural hiﬁter1ands in the early 1800s. From the 1920s to

the 1950s Huancayo took on more of the characteristics of an entrepot city--
it facilitated the exploitation and export of raw materials from its

hinterlands and channeled imported goods into the area, without contributing



- 143 -

to productive capacity of indigenous economic éctivities or to the

integration of the city with its rural hinterlands. Local shopkeepers

became increasingly cohcerned with supplying the mining companies and

less with serving;1oca1 markets. Increasing pressures on the land and

the growing involvement of the male labor force in mining left agriculture

a low priority among many rural people and business leaders in the city.

As a result, "crop agriculture did not significantly stimulate the development
of locally-based commerce or industry. Flour mills failed because of
uncertainties in the supply of wheat and even the brewery was to close

partly because of the difficulties of obtaining a significant supply of
n67

barley.

Moreover, the leading families of Huancayo came more and more tb associate .
only with each other and to distinguish and separate themselves from the
"common people" of the city. They established two social clubs to which
only selected families and foreign residents could belong and participated
only perfunctorily in fiestas and traditional activities such as communal
house building. There was little social interaction between the elite and
workers and shopkeepers. The social services and facilities in which the
elite invested tended to be reserved for theif own use, and little of the

benefit "trickled down" or spread to the larger population.

As the economy of the city came to be dominated by export production, many

of the cify's larger establishments fell under the control of Lima-based
owners and managers. Few of the local agents who operated the establishments
were committed to the economic growth of the city, and many of the government

officials who were appointed to serve there saw it as a temporary position,
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a stepping stone to an appointment in Lima.‘ During the 1950s the local
agents encouraged the immigration of large numbers of outside workers to
take up émp]oyment in the mines and textile industries. Many of the local
small-scale industries and shops could not grow because internal demand
was 1limited by the Tow wages paid to local workers and because the meager
salaries paid to immigrants were often sent to their families outside of
Huancayo. Many of the influential economic and po]itital'leaders of the
city had other, much 1arger,'interests in Lima and were not overly concerned
with obtaining national government resources for investment in the development
of Huancayo. Roberts observed that

The growth of Huancayo was such that it did not

become the location of any group--economic elite,

"middle classes" or workers--that was sufficiently

committed to the city and to its economic development

to make the financial or personal investments that

would have helped its longer term development. Not

only had the city's economy not contributed to the

transformation of the countrys1de, but despite

Huancayo's growth and economic diversification, 1t
had not itself become transformed.68

The city became a place through which‘the constituent economic and social
groups made their way to other activities in other places: Lima, their
home vi]]ages; or other cities and towns. During much of the 20th century
the city "presented economic opportunities that could quickly be exploited
but did not offer long term development that was worth fighting for, or

w69 When dominant economic activities

conflicting over, with other groups.
declined, fhose associated with them moved on, and Tittle attempt was made
to readjust the economic, social and po1itica1 structures of the city, to

diversity and transform its economic base, or to re-integrate the economic

and social activities of the city with those of its rural hinterland.
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Anticipatory Urbanization: Davao City, The Philippines

The.Hackenbergs have argued that even exp]oitationa] secondafy cities,

in the long run, may create conditions that can change the social and
behavioral characteristics of urban and rural residents and provide
opportunities for increased income and higher standards of 1living, through

w70 In their studies of Davao

what they call "énticipatory urbanization.
and its surrounding hinterland, they have noted that the economic base of

 the city, which was molded most forcefully during the American and Japanese
occupations, and previously by a long period of Spanish colonialism, grew
through the exploitation and export of local raw materia]s; The social
structure of the city reflected the colonial tradition well after the
Phi1ippines' political independence. The timber industry, which for much

of the 20th century was the largest economic activity in Davao, was

established under American, and foster.by Japanese, colonial regimes. After
independence the industries were taken over by a few wealthy Filipino

families who operated them in much the séme'way as their colonial predecessors.
The leadership of the city--dominated by these elite families who controlled
large timber, agricultural plantation and associated enterprises--had little
personal concern with the city's social or economic welfare. As in Huancayo,
the elite in Davao City still "belongs to a nat%ona] (if not internationa])
level social class with diversified family investments in plantation crops,
urban real estate, transportation and mining interests throughout the country."
the Hackenbergs point out. "Descended from the old 'Spanish' landed nobility
for the most part, it maintains a castle-1ike isolation and solidarity."

They 6bserve that "the name of its favorite local watering place, the Davao

Insular Hotel, describes the behavior of the hotel's patrons as well as its
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1ocat1'on."71

Absentee ownership of abaca, coconut and rice plantations
maintains the city's dual economic structure, for the plantations remain
good investments for absentee owners only as long as they can exploit

low-wage labor in the city and keep rural tenants in poverty.

The investment patterns of the timber industry owners clearly reflects

their attitudes toward the future of the city. Lumber companies operating
in the area have a choice of obtaining two-year concessions to c1eark1and,
for which replanting and reinvestment requirements are minimal, or 25-

to 50-year developmental conceséions, which require the companies to restock
the forested areas. During the 1970s, nearly 70 percent of the land in

the Davao area was under two-year licenses and'the timber resources have
rapidly depleted. Lumber industry owners are required by the government

~to build Tocal plywood factories to ensure that processing and manufacturing
activities are kept within the country, but most of the owners in Dévao

have sought government loans to meet this requirement réther than investing

their own capital.

Moreover, rather than 1inking their operations to Tocal suppliers and

processofs in Davao City and its surrounding region, as did the Tumber and
tobacco industries in Chiangmai, the Fillipino owners have internally
 integrated their investments in complimentary activities, creating as Tittle
linkage as possible with other individuals or firms. Whenever possible, the
timber companieé have created their 6wn plantations and shipping operations.

The only benefits acéruing to people 1iving in Davao and its region are low-wage

employment opportunities.
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The Hackenbergs note that

Absent from employment statistics and from the urban

scene is any evidence of a major industrial payroll

which large 'scale wood processing within the city

would generate. Development economists who favor

urban factory construction speak of the potential

for backward and forward 1inkage to agricultural

producers of raw materials. In Davao we seek in

vain for the downward linkages to the industrial

labor force.72
Thus, despite Davao's population growth and economic diversification, most
of its residents and those of its rural hinterlands remain poor. The city
has not greatly stimulated productivity and income in its region. Population
growth is due mainly to continued immigration of peasants seeking low-wage

employment.

Yet, even exploitational secondary cities can create conditions that are
attractive to the rural poor and may, in the 1ong run, provide opportunities
for upward mobility and higher standards of 1iving for a substantial number
of people. More importantly, such cities can, slowly and indirectly,

affect the attitudes and behavior of both the urban and rural poor so that,
over time, as they inch up the social and economic ladder, they can change
the direction and orientation of economic activities within the city. Some
evidence of anticipatory urbanization can already be seen in Davao. Where
lumber companies have cleared large tracts of land they were subsequently
settled by poor farmers, who through cooperative arrangements, began td
market surpluses and raise their incomes, The increased incomes stimulated
greater demand for locally produced consumer goods, agricultural inputs,
farm machinery, seeds, fertilizers, credit, tfansportation and storage ‘

services. Moreover, since the primary markets for these surpluses were
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found in Davao City, new linkages of exchange were created with rural
settlements, and their exposure to urban lifestyles and values has had a
strong effect on farmers methods of production and organization. The

Hackenbergs argue that

anticipatory urbanization, acting as a creative force for

change, will select those individuals most susceptible to

‘modernization. It will direct them, through migration,

to form new agricultural communities which will be based

on urban structural principles. The pre-urban communities

will provide upward social mobility through commercial

agriculture.’3
These indirect and parallel opportunities for farmers seem to be matched
by some degree of upward economic and social mobility that even exploitational
cities can offer to the urban poor. Although to outsiders, communities
of squatters in Davao City may seem indistinguishable in their poverty,
close observers point out that upward mobility is reflected in movement
from one squatter settlement to another, and from one to other parts of
the city. Even in exploitational secondary cities such as Davao, the timber
industry, the "informal" or bazaar sectors, and sma]]-sta]e service
activities provide at least some income for most poor Squatters. Feldman
has observed in her studies of Davao's squatter settlements that "contrary
to the stereotyped views of many upper class Filipino citizens concerning
poor squatters, the latter do not 1ive by begging or stealing, but by

n74 In the 12 squatter settlements that Feldman studied in the 1970s,

working.
from 45 to 88 percent of the male household heads were reqularly employed
in at least half, and from 20 to 45 percent were regularly employed in the
other half. Large percentages of male househo1d heads were also employed

casually, so that the average unemployment rate for all squatter barrios 1n‘
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Davao City during the 1970s was less than 8 percent. As the squatters,
or their children, obtain larger incomés, they often move to what they
consider to be better Tiving conditions in slums in other parts of the
city, and in the process begin to acquire middle class aspirations.
Feldman's studies conclude that the "emergent middle class values of the
. Davao City squatters are evidenced by their concern for improved
educational opportunities for their children, their desire to own their
oWn homes even if the lots on which they reside are not theirs, and their

75

concern for peace and order within their settlements;“ For many, the

aspirations are attainable; if not for themselves, for their children.

Observers argue that under favorable conditions, the incomes of farmers

who settled land in the wake_of timber clearing operations, and of the
urban squatters who derive their income from serviées and employment in
Davao City, can create increased demand for locally produced consumer goods
and services. In the long runAthey could change the city's economic
structure and its relationships with the rural hinterland. The children

of these farmers and squatters, who are now seeking and obtaining education
in the city, will be better prepared to acquire higher-paying jobs in the
future or to engage in commercial activities that can satisfy the needs

of a growing agrarian middle class and accelerate the pace of’upward
mobility within squatter communities. "This prospective development pattern
contains the possibility of reorienting at least a part of the urban
commerce away from the international raw materials markets and inward
toward its own hinterland, no longer visualized as a resource base for

extractive industries," the Hackenbergs contend, "but as a source of
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increasing ufban wealth through manufacturing and trade."76

It is toithese possibilities, and to the factors that create a developmental
pattern of urbanization in secondary cities such as Chiangmai, that national
and international assistance efforts must be addressed. The historical
factors that accounted for the growth of intermediate cities, and that
continue to stimulate the growth of smaller towns in developing countries,
must be better understood. The dynamics of synergism, whigh maintains
growth and diversification, should be encouraged and promoted. But
population growth and economic diversification alone do not necessarily
assure "developmental"” urbanization. The factors that promote growth

must be combinedvin ways that lead to widespread distribution of benefits,
mutually beneficial linkages between urban and rural areas, and broad
participation in productive activities. Even exploitational secondary
cities offer some potential for development, however, if social and economic
activities can be redirected. This requires building on the developmental,
or potentially developmental, functions that middle-sized cities can perform,

functions that are identified and analyzed in the following chapter.
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CHAPTER FOUR

THE FUNCTIONAL CHARACTERISTICS OF MIDDLE-SIZED CITIES

If secondary cities are to play a stronger role in the economic and social
transformation of developing countries, emphasis must be given in assistance
lprograms and development plans to streﬁgthening those functions that inter--
mediate urban centers can and do perform, and then to increasing their cap-
acity to take on new development roles. A review of the relatively few stud-
jes that have been done of contemporary secondary cities in developing nat-
jons provides insights into the kinds of functions that they now perform and
that need to be reinforced or strengthened. It is also useful fn identifying
those functions that might be promoted iﬁ smaller towns and cities to en-
courage their growth to middle size. Only a few countries have detailed

data on socio-economic characteristics of all of their cities over 100,000
population; comparative analyses must, therefore, depend primarily on case
studies and case histories of individual cities in different countries.

This chapter draws most heavily on such cases in 17 developing nations in
Africa, South America, the Middle East and Asia. The cities for which case
histories or case studies were used are listed in Table IV-1. The cities
ranged in size from a little under 100,000 in population (Dagupan, the Phil-
ippines) to a little more than 2.5 million (Guadalajara, Mexico) in 1980.
About half of these cities grew from a population of 100,000 or lesé in

1950, the others had reached middle size earlier in the twentieth century.

The paucity of data on systems of secondary cities in developing countries
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Table IV -1
MAJOR CASE HISTORY OR CASE STUDY CITIES

Region and City Popu]ationl Major Sources
Country 1980 (Estimated) 1970 1950
East and
Southeast Asia
Taiwan Taichung 645,000 439,000 189,000 Pannel
South Korea Daeyu ‘ 1,579,000 1,050,000 339,000 Llee and Barringer; Ministry
V of Home Affairs statistics
Indonesia Surabaya 2,440,000 1,517,000 613,000 Atmodirono and Osborn
Semarang 880,000 645,000 378,000 "
Pedany 281,000 194,000 161,000 "
Medan 886,000 631,000 347,000 "
Ujang Pendang 536,000 446,000 374,000 | "
Malaysia Penang-George-
town 314,000 272,000 202,000 Osborn
Philippines Davao 703,000 404,000 128,000 Hackenberg and Hackenberg
Iligan 192,000 108,000 »100,000 Ulack
Dagupan ¢.100,000 »100,000 100,000 Dannhaeuser
Thailand Chiangmai c.125,000 »100,000 »100,000 Norantipadungkarn and
' Hagensick; Temple et al.
India Ranchi 476,000 361,000 230,000 Srivastaba
Meerut 432,000 244,000 105,000 Sundaram
Africa and
the Middle East .
Algeria Tlemcen 230,000 121,000 » 100,000 Lawless and Blake
Lebanon Tripoli 240,000 183,000 107,000 Gulick
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Turkey

Kenya

Ghana

Nigeria

Latin America

Mexico

Argentina

Colombia

Peru.

Eskisehir
Kayseri

Mombasa
Malindi

Kitwe

Ibadan
ITorin

~Ilesha

Kano

Guadalajara

Oaxaca
Parana

Cali
Medellin

Huancayo

378,000
435,000

396,000
»100,000

445,000
970,000
562,000

159,000
289,000

2,762,000
125,000

150,000
1,606,000

2,439,000

207,000

278,000
275,000

256,000
»100,000

222,000
725,000

239,000
143,000

190,000

1,565,000
»100,000

130,000

954,000

1,474,000
116,000

Table IV-1 (Continued)

124,000

114,000

>100,000
».100,000

100,000
432,000
100,000

117,000
>100,000

415,000
»100,000

» 100,000

288,000
469,000

»100,000

Weiker
. n

DeB11ij
Martin

Kay

Ajaegbu
Akorede
Trager
Mortimore

Walton '
Beals, Selby and Murphy

Reina

Bromley
Dent

Roberts

1. Popuiation counts taken from United Nations, Patterns of Urban and Rural Population Growth,
(New York: UN Department of International Economic and Social Affairs, 1980), Population

Study Hlo, 68, Table 48.
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leaves only a few countries, such as South Korea, from which generalizations |

-can be made about changes in intermediate cities over time.

The case studies reviewed here offer some evidence that intermediate urban
centers can perform many of the functions that development planners are
assuming could be the basis for the secondary city development strategies

" that were outlined in Chapter One. However, the nature of the analysis does
not allow universal generalizations tb be drawn about the potential of
secdndary cities in all countries; the cases show that middle-sized cities
perform social and economic functions that are important for regional and
national development in many countries, but that some of these cities per-
form some functions poorly and others within the same country do not perform
- them at all. The cases identify some of the common characteristics of mid-
dle-sized cities in different parts of the world, but they provide less in-
formation on the unique differencés among cities in diffefent cultures and
geographical regions. Although a review of what seem tb be common functional
characteristics of many secondary cities can be useful as a framework for
planning and in the formulation of middle-sized city development strategies,
the generalizations that follow must be considered hypotheses or propositions
about secondary cities that must be tested in each developing country before
policies are formulated and programs are designed. What follows should be
considered only a starting point for further research and analysis rather
than a firm set of conclusions about the roles of intermediate cities in all

developing countries.
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FUNCTIONS OF MIDDLE-SIZED CITIES
The case histories and case studies of the 31 cities Tisted in Table IV-1
indicate that these urban centers can perform someor all of the following
functions:

1. They can provide convenient locations for decentralizing public
services through municipal governments, field offices of national minis-
tries or agencies, or regional or provincial government offices, thereby
creating greater access for both urban and rural residents to public ser-
vices and facilities that require population thresholds of 100,000 or more;

2. They can offer sufficiently large populations and economies of
scale to allow the concentration within them of health, education, welfare
and other services, and often act as regional or provincial centers for a
variety of basic social services and facilities;

3. They usually offer a wide variety of consumer goods, and commercial
and personal services through small-scale enterprises and fhrough extensive
"informal sector" activities;

4, Many act as regional marketing centers offering a wide variety of
distribution, transfer, storage, brokerage, credit and financial services
through their regularly scheduled and institutionalized markets or through
periodic markets and bazaars;

| 5. They often provide conditions that are conducive to the growth of
small- and medium-scale manufacturing and artisan and cotﬁage industries
that can serve local markets and satisfy internal demand for low-cost man-
ufactured goods, and some of the larger intermediate cities also support

large-scale industrial activities;
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6. Many act as agro-processing and agricultural supply centers for
tHeir regions and provide services to rural populations in their hinter-
lands; “

7. They often create conditions--through relatively high levels of
population concentration, their advantageous locations, marketing and
agro-processing functions, and linkages to rural communities--that are
conducive to the commercialization of agriculture and to increasing agri-
cultural productivity and income in their immediately surrounding hihter—
lands;

'8. They can be sources of off-farm employment and supplementary income
for rural people and, through remittances of migrants, provide additional
sources of income to people living in rural towns and villages in their
regions;

9. They often serve as area-wide or regional centers of transpor-
tation and communications, linking their residents and those of rural
villages and towns in their hinterlands to larger cities and other regions
in the country;

10. They can absorb substantial numbers of people migrating from
rural areas to urban centers, transforming a "rural-to-primate city" mi-
gration pattern to a "stepwise" pattern, and offering ]ong?term or perm-
ahent residencg to some migrants, thereby creating a more balanced distrib-
ution of urban population;

~11. They can function effectively as centers of social transformation

by: a) accommodating social heterogeneity and encouraging the integration
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of people from diverse social, ethnic, religious, and tribal groups, b) ac-
commodating organizatidns that help to socialize and assimilate rural
people into city life, supporting them during their transition and medi-
ating conflicts among them, c) infusing new attitudes, behavior and 1ife-
styles that are more conducive to urban 1iving, d) providing opportun-
ities for economic and social mobility, and e) offering new economic and
social opportunities for women. |

12. They can be channels for the diffusion of innovation and change,
the spread 6f benefits of urban development, the stimulation of rural
economies and the integration of urban centers and rufa] settlements:
within their regions through social, economic and administrative link-

ages.

As noted in Chapter Three, however, and as will be seen later, these
potential functions of secondary cities do not come automatically with
population growth or economic’diversification. The kinds of economic
activities that are established in secondary cities, their mix and combin-
ation, the organization and structure of their economies, and the nature
of the development policies pursued wifhin secondary cities by local
governments, national agencies and private business all a?fect the de-
gree to which middle-sized cities are catalysts for development within
their regions. Certain conditions, or preconditions, some of which

were noted in Chapter Three and others that will be described later, seem

to be strongly associated with cities that have been more deve]opmenta}.
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The case»studies and case histories reviewed here also identify a im-
pressive set of problems that accompany secondary city growth and div-
ersification that governments in developing nations must be prepared

to cope with if they wish to pursue an intermediate city development
strategy. Those problems will be identified and described in more detail

in Chapter Five.

Middle-Sized Cities as Public and

Social Service Centers

Many of the case histories of secondary cities point to their relatively
high concentration of public and social services and to their roles as
centers of public and social services for their regions. Intermediate
‘cities in many countries seem to have sufficiently large populations to
offer economies of scale that allow government and private organizations
to concentrate a wide variety of health, education and welfare services
within them. Weiker noted in his study of the Turkish intermediate city
of Eskisehir, for instance, that it grew into a important educational
center for its ‘region, and supported a sizeable number of middle and sec-
ondary schools, teacherrtraining colleges, foreign language institutes
and vocational colleges and academies.] In Lebanon, a notable function
of Tripoli was that it became, quite early in its history, one of the
major centers through which religious organizations and the government
extended social services to its region. Since the 1950s the contribution
of private and religious organizations to education and social welfare has

far surpassed that of government. Religious and charitable organizations
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in Tripoli offer a large number of social services: they run orphanages,
provide food and clothing to needy families, operate girls' schools, pay
funeral expenses for poor families, supply books and educational mater-
jals to students whose families cannot afford to buy them, provide schol-"
arships, assist the poor with medical and health Eare expenses, and op-
erate day nurseries for children of working mothers. Other organizations
operate free primary and adult educational programs for illiterates,
assist welfare patients in Muslim hospitals, provide vocational education
for girls from poor families, operate homes for the infirm and aged, and

provide girls' recreational; health and special education programs.2

Similarly, Chiangmai emerged as an important center of public health care
and education in Northern Thailand before it reached 100,000 in population.
By the ear]y 1970s, Chiangmai had over 900 primary and secondary schools,

a major unive}sity,Vovér 30 colleges, and vocational or special educatibn
schools, some run by the government and others by private organizations.
Their importance to the development of the city and its region is only
hinted at by the observation of Norantipidungkarn and Hagensick that the
"educational institutions instill new skills and values and open opportunit-
ies for a large number of youth, not only for local residents but also for
those from other parts of the countr*y.-"3 At a time when the city's popula-
tion was just over 100,000, it was able to support two of the best hos-
pitals in the northern region, several smaller hospitals, numerbus private

clinics and dispensaries, a malaria eradication clinic, a Tuberculosis

Center and other special care facilities. Chiangmai's role in extending
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health cafe services to the northern region became strong enough in the
-.early 1970s for observers to point out that "it is no longer as necessary
for patients in the northern cities to travel to Bangkok'for‘treatment.“4
Moreover, the facilities have attracted new residents to Chiangmai, includ-
ing "professionals who in turn are likely to be supporters of additional
urban growth in activities such as education, health, engineering, com-

merce and the arts."5

That intermediate cities in Indonesia are important social and educational
service centers for their regions is reflected in the fact that by the
early 1970s Surabaya had moFe than 27 percent of the senior high schools
in East Java, half of all elementary schools for the mentally retarded and
more than 30 perceht of senior and junior high school students, although
the city's popu]ation was only 6 percent of the region's total. Medan had
87 percent of northern Sumatra's high school and college students and 60
percent of the maternity clinics in the region. Ujung Pandang (Makassar)
had 96 percent of South Sulawesi's university and college students, néar]y
40 percent of the senior high schools, more than 40 percent of the health
clinics, and a quarter of the regions's hosptials: The city's population
was less than 10 pertent of the region*s. Pedang, with about 7 percent of
West Sumatra's population had 95 percent of the region's college students,
more than 40 percentkof the senior and 30 percent of the junior high school

students, and 85 percent of the region's paramedics.6

As studies of ITigan City in the Philippines have shown, and as other stud-
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ies that will be cited later confirm,‘secqndary cities that are industrial-
izing ténd to attract migrants who are likely to demand more diversified
and higher qua]ity social services. The migrants to Iligan during its per-
iod Qf industrialization in the 1970s had higher levels of educational
attainment than the national average--migrants working in the city's in-
dustries had twice the level of educational attainment of the population
over 20 years old in the Philippines, and they in turn created demand

for better educational services for their chﬂdren.7

But Yu's studiés of educational services in Taegu,'Korea's thirdtlargest
metropolitan area, found that this secondary manufacturing and commercial
city became an educational center for fts region primarily because of the
economies of scale created by the.concentration of population, andAthat
"the structure and functions of education in Taegu and Taegu's industrial-
ization have not had much direct effect on each other." A]thdugh indus-
trialization undoubtedly attracted many of the people who came to Taegu,
Yq claims that "it has been urbanization--the concentration of population
in Taegu--which has much more effect and bestowed more functional bene-
fits on éducation in Taegu." And he insists, "the opportunities of
Taegu's educational system have had a strong reciprocal effect on the process
of urbanization." As the city became a center of educational services in
the southeastern region of Korea it tended to attract people interested in
obtaining better education for themselves or their children than they

could get in smaller cities or rural viHages.8
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Statistics on services in Korean secondary cities indicate that even
smaller jntermediate cities--those just over a 100,000 in population--

can support af least basic educational and medi¢a1 programs and that the
number, diversity and quality of hea]th and educational services tend to
be higher in larger secondary cities. In 1978, the 30 cities with

more than 100,000 people--excluding Seoul--accounted fof 40 percent of

the medical personnel--doctors, nurses and dentists--located in urban
areas and more than 4,500, or 42 percent, of all medical facilities

in urban areas. In 1975, Korean secondafy cities had 1,417--nearly 44
percent-~of the elementary, middle and high schools. Although the mix

of personnel and types of facilities différed among cities in different size
categories--the larger cities tended to have a greater pefcentage of iic-
ensed doctors among their medical personnel, a larger number of general
’and specialized hosbita]s among their medical facilities, and a larger
percentage of high schools in their share of educational facilities, in
most cases the share of educationaT and medical facilities in intermediate
cities was closely related to their share of urban populétion. (See Table
IV-¢) Seoul still has a high concentration of health and eduqationa]
services within the country, both due to its relatively high concentration
of urban population and because of the economies of scale and other ben-
efits it offers to specialized professionals and institutions serving the
entire nation. Nearly half of the medical personnel and facilities in
urban areas remain concentratéd in the five largest secondary cities.

But the share in smaller intermediate cities is only slightly smaller



Table IV-2

DISTRIBUTION OF SOCIAL AND PUBLIC SERVICES AMONG
SECONDARY CITIES OF VARIOUS SIZE CATEGORIES IN KOREA

Population Number of ' Percent Distribution of Percentage of Area
Size Category Cities Medical Medical Schoolg Universities Teachers Served by Piped Water
1978 1978 Person?el Facilities . 1975° and Colleges 1975 1978
1978 1978 1975
National Capital 1 50.2 42.2 17.8 23.4 51.7 92.0
500,000 or «
more Population 5 24.7 26.6 20.5 41.5 30.6 86.6
499,999 - -
200,000 7 7.3 6.6 8.9 17.5 7.6 81.5
199,999- A o
100,000 18 7.5 8.9 14.1 17.5 9.6 67.4

Source: Calculdted from Republic of Lorea, Long Range Planning of Urban Growth for the Year 2000: Data Collection
[Translation], Vols. I and II, (SeouT: Ministry of Construction, 1980).

1. Includes licensed medical doctors, dent1sts and nurses
2. Includes hospitals and clinics
3. Includes elementary, wmiddle and high schools.
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than their share of urban population: Cities of from 100,000 to 500,000
in population had a slightly higher share of schools than that of their
urban population. A]though most of the largest, most prestigious, col-
1e§es and universities remain in Seoul, sixteen of the secondary cities
were able to support 118 colleges, universities and other institutions
of higher learning in 1975. The government's policy of requiring univ-
~ersities in Seoul to expand by establishing branches in intermediate
cities will enhance their functions as educational centers in the

. future. There is some evidence from Korea, howevef, that as secondary
cities grew during the 1960s and 1970s, the expansion of health and
educational services did not keep pace with population increases. Al-
though services tend to be well distributed in Korean secondary cities
the numbers of medical personnel, health facilities and schools per 1,000

~population has decreased in all city-size categories.9

This is a common eharacteristic of secondary cities in many deve]oping
countries. Governmental and public servicestgenerally have been increas-
ing in secondary cities, although not always as fast as in the national
capital or at pace with population growth. In Colombia, for instance,
governments in secondary cities have taken on increasing responsibilities
for providing utilities, infrastructure and social services, and the nat-
ional government has also been expanding public services in intermediate
urban centers. Local governments in Cali and Cartegena, two larger
secondary metropolitan centers in Colombia, for instance, now have re-

sponsibility for water and sewerage services as do 79 other’municipa1ities.
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They and many municipalities have responsibility for local telephone
service,. roads and bridges, street lighting, refuse collection, parks

and recreation, fire protection, markets and cemeteries, and share some
responsibility with national government ministries in providing health,
social welfare and housing services. During the 1970s, municipal government
expenditures on services in secondary cities contributed from 17 to 50
percent of all public sector spending in Co]ombia.]0 Moreover, the cov-
erage of services in intermediate cities has been increasing: iﬁ cities
of 100,000 or more population about 77 percent of the residents were
served by public water systems by the early 1970s, and nearly 60 per-

cent were served by sanitary sewers, with many individual cities'achieving
substantially higher lévels of coverage. World Bank studies indicate,
however, that service coverage was not only highly variable among sec-
ondary cities, but also within them. The poorest residential areas of
Colombian secondary cities tended to have thé least access to health,
educational, water, sewerage or other urban services, and thus did not re-
ceive "the threshold benefits associated with access to public services,
which ié likely to bias the incidence of public expenditures towards the

. R
regressive side.

Secondary cities in Asia also seem to be able to support relatively
high levels of public utilities. Almost all of the larger secondary
cities in Indonesia receive hear]y uninterrupted electrical power in

12

homes as well as in businesses and public facilities. By 1978, piped

water had been extended to a large portion of secondary cities in Korea;
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in cities of 500,000 or more residents about 87 percent of the city was
served by piped water, and some larger reQiona] centérs such as Gwangju
and Taequ had nearly total coverage. (See Table IV-2.) Coverage tended
to decline in smaller cities, although not in direct proportion to popula-
tion size. About 81 percent of the area was §upplied\vith piped water in
~cities of from 200,000 to 500,000 population and 67 percent‘coverage had

been attained in cities with from 100,000 to 200,000 people.

A]though in many countries the number, coverage and quality of services

in secondary cities are often far below those of the national capital,

many intermedfate cities are able not only to support a wide variety of
basic public and social services and facilities but are also able to provide’
greater access to these urban functions to people living in their rural

hinterlands.

Intermediate Cities as Commercial

and Personal Service C(Centers

sector of urban economies

i

Although economists oftén regdrd the "tertiary
as being parasitic rather than productive, and cities with high levels of
employment in commerce and services as being "over-urbanized," it is be-
coming clear that as cities grow, in both Western and developing nations,

the commercial and service sectors become an increasingly important

source of income and employment for urban residents. In much of the develop-
ing world, cities have primari1y commercia] and service--rather than manu-‘
facturing--economies. As noted in Chapter Two, in the early stageS of urban-

jzation the economies of middle-sized cities are usually dominated by basic
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consumption and personal services; as they grow, manufacturing and the
productive-service sectors--construction, transport, communications,
financial, repair and related activities--tend to become more important
along with wholesaling and retai]ing of durable consumer goods.

1. Employment in Commerce and Services

In many intermediate cities, the tértiary sector has been,‘and will con-
tinue to be, the base of the economy. Surveys of the employment struc-
ture in Mexican secondary cities indicate that commerce and services
consistently absorbed from 40 to 45 percent of the workers in cities

over 100,000 population during the 1960s and 1970s and that construction,
utilities and transportatibn accounted for an additional 10 to 12 perceht
of employment. Oﬁly about 15 to 20 percent of the labor force was en-
gaged in manufacturing. Even in the large secondary cities in Mexico,
commerce and services dominate the employment structure. In Guadalajara,
a highly industrialized metropolis, more than half the_]abor forte worked
in the tertiary sector, although the structure of commerce haS been chang-
ing since the 1950s, with increased shares of the market going to chain
discount and branch stores of larger enterprises that now compete more
effectively with the small business and neighborhood stores that comprised
the tertiary sector before the 19605.]5 In Monterrey, Mexico's third larg-
est city, more than half the male population was engaged in commerce or
services in the 1960s and 1970s; nearly 10 percent worked in construction,

more than 18 percent were employed in transport, communications, and pub-

1ic'entérprises, and 11 percent in other services. In 1970 only a third
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16
of the labor force in Monterrey was employed in manufacturing. Similar-

ly, in one of Mexico's smallest intermediate cities, Qaxaca, nearly two-
thirds of the labor force was engaged in commerce or services in 1970,
which was typical of the percentage employed in the tertidry sector in
intermediate cities with populations of less than 400,000.]7

Research on regional development in Mexico indicates that intermediate
cities, especially those in rural regions, tend to have high concentrations
of commercial activities in their regions and that their*strong role as
regional commercial and service centers is attributable in part to the

lack of settlements with sufficiently high levels of bopu]ation concentra-
tion to support these commercial enterprises. In a sense, the largest
cities in rural regions, for whatevef reasons they grew to middle size,
ténd to capture the market for commercial and personal services; the pauc-
ity of smaller cities and other intermediate urban centers reinfo;ces their
positions and strengthens their advantages as commeréia] centers, ° Stud-
jes of cities in the West Central region of Brazil also indicate that they
have a high percentage of people employed in the services sector and in
wholesale and retail establishments and that in nearly all smaller inter-
mediate cities the tertiafy sector dominates the economy, with small-scale
enterprises dominating the tertiary sector.]9

In the Middle East, Gulick reports that the 1ifeblood of Tripoli's econ-

omy runs through thousands of small shops concentrated in the éugs (markets)

and along narrow back streets of the city. The shops make or sell cloth,
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woodwork, leather goods, shoes, metal utensils, jewelry, tools, pots,
_trays, and an endless variety of small consumer goods. They are oper-
ated on a small scale and in traditional fashion, but seem adaptable to
changing conditions.20 This diversity of commercial activities appears

in Middle Eastern cities and towns before they reach intermediate sfze.

In Kashan, Iran, a city of about 60,000 people in the early 1970s,
Costello surveyed over 2,600 retail, who]ésa]e and service establishments,
including more than 140 bakeries and confection shops, 106 shoemakers

or shoe shops, 113 carpenter shops, more than 100 metal-smiths, 60 motor
and bicycle repair shops, 600 groteries and butchers, over 100 tailors and
sewing shops, and as many clothing and yarn stores. The city had more than
400 transport and storage estab]ishments; 9 small hotels and guest houses,
20 photographers, and assorted other recreational and personal services.
A11 were small-scale operations employing one or two people, usually the
owner and a family member.21

Commerce and services also continue to be the foundation of the economies
of most secondary cities in East and South Asia. Atmodirono and Osborn
report that 80 percent of the labor force in Indonesia's secondary city

of Surabaya was employed in commerce, professfonal and personal serviées,
transportation and construction in the early 1970s, and that only about 15
percent was employed in manufacturing. Mofe than two-thirds of Medan's
workers were engaged in trade and commerce, and an additional 15 percent

: 22
were employed in transport, communications and services.
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Studies of cities of 100,000 or more residents in India showed a strong
correlation in the 1950s between population growth and "change in the
total and nonagricultural labor force and employment in the tertiary,
rather than the secondary, sector.“23 As Ahmedabad grew in population
during the 1960s, for instancé, there were noticeable shifts in its employ-
ment structure: between 1961 and 1971, employment in manufacturing de-
clined by almost 7 percent and the labor force engaged in commerce and
trade increased by more than 4 percent, and in transport by -nearly 2
percent.24 Sundaram postulates from his study of Meerut City, in India,
that intermediate cities in that country may begin to shift from basic
services to production-oriented commercial activities and services,

along lines suggested in Chapter Two, when they reach a population of
about 300,000. The "productive" tertiary}sector--commercial and service
establishments catering to industrial needs--tends to become more dominant
as the city grows beyond 300,000 in population; emp]oyment in transport,
storage, construction, communications, wholesale trade, finance, insur-
ance, real estate and other productionkservices increases, and employment
in basic consumer goods and service activities either stabilizes 6r de-
c1ines slightly. Sundaram concludes that "perhaps medium size cities
undergo a critical phase of transformation in their urban economic
Structure while crossing a population threshold around this range."25
Some indication of the changes that occur in the economies and employment

structures of secondary cities as a developing nation urbanizes and in-

dustrializes comes from South Korea. In 1980, commerce and services
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still dominated the employment structure of most secondary cities, but their
economies changed quite drastically over 20 years. In 1960, more than

half of the labor force in all secondary cities was employed in commerce
and éervices, with serviées alone accounting for nearly a third of second-
ary city emp]oyhent. Wholesale and retail trade establishments employed
about 20 percent of the labor force in large secondary cities--those

with over 500,000 population-~and for a little more than 17 percent in
cities with between 100,000 and 500,000 residents. The smaller cities
still had substantial percentages of their 1abof force engaged in agri-
culture. By 1980, commerce and services still played aAstrong role in the
economies of intermediate cities, accounting for about 44 percent of em-
ployment in those with more than 500,000 people, nearly 40 percent in
cities with populations of between 200,000 and 500,000, and nearly 56
percent in cities of from 100,000 to 200,000 people, but the percentage

of the labor force engaged in social and personal seryices dropped dras-
tically in all popu]aﬁion size categories between 1960 and 1980 and to less
than 10 percent in the largest cities, about 13 percent in cities of
between 200,000 and 500,000 people and to about 17 percent in smaller
intermediate cities. (See Table IV-3.) Employment in wholesale and retail
trade increased in the largest and smallest secondary cities as did employ-
ment ih production-oriented services and both declined s]fghtly in cities
of from 200,000 to 500,000, where the increase in manufacturing employment
was greatest. Manufacturing came to dominate the employment structure of

middle~-sized cities with populations of over 200,000, and in all secondary



Table IV-3

DISTRIBUTION OF EMPLOYMENT BY SECTORS IN SECOHDARY CITIES OF DIFFERENT
SIZE CATEGORIES, SOUTH KOREA, 1960, 1974, 1980

Population
Size Category
1978

Number of : Percent .Distribution of Employment

Cities Y :
Agriculture Manufacturing Wholesale and i Constr., Util. Services
and Mining Retail Trade ) Transp. & Commnc.

] 1 )
] ] ]
] 1 ]
) ' : A
1960 1974 1980 ;1960 1974 1980 } 1960 1974 1980 {1960 1974 1980 1960 1974 1980
| ! i i
] ] ] 1
1 1 1 ]
1 1 ] ]
1 ] ] ]
1 1 1 1
500,000 or - ! ! '
more 5 .1 14.5 6.3 1.4 E21.3 30.4 55.6 E 19.9 27.8 21.7 ;11.2 15.3 12.6 . i32.0 19.8 9.6
i ! : !
499,999~ ! : ; ' |
200,000 7 17.4 14.2 6.6 }16.9 28.7 55.2 1 17.4 22.1 16.5 }10.4 14,2 8.8 134.0 20.5 13.2
! i ! :
1 ] ] ]
199,999- H i i i :
100,000 18 28.1 20.4 4.7 114.1 21.3 39.7 } 17.5 23.4 29.2 | 8.8 12,9 9.2 i131.0 21.4 17.
i s | a
1 1 1 ]
: : : :

Source: Compiled from Republic of Korea, Long Range Planning for Urban Growth for the Year 2000: Data Collection
[Translation], Vols. I and 2 (Seoul: Ministry of Construction, 1980); and Republic of

Korea, Municipal Yearbook of Korea, 1980, (Seoul: Ministry of Home Affairs, 1980).
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cities, employment in the primary sector declined drasticé]]y to no more
than 7 percent of the labor force in any city size category. Thus al-
though the tertiary sector is no longer predominant in the largest sec-
ondary citiestof this rapidly urbanizing and industrializing nation, it
still dominates the economies of smaller secondary cities and is an
important source of employment and income in them all. In 1980 commercial
establishments in Korea's middle-sized cities provided employment for near—
ly 45,000 people, and produttion-orien}ed services offered 197,000 jobs.

Social and commercial services employed more than 280,000 workers.

Even in relatively large secondary cities, the tertiary sector tends to be
composed of large numbers of small establishments. In 1968, during a per-
iod of rapid growth and transformation in Korea's third largest city, 99
percent of the nearly 21,000 stores in Taegu had less than 4 employees.
The characteristics of the commercial sector there appear fkequent]y in
case studies of secondary cities in other parts of the world: they op-
erate in urban centers where family income is not high and thus must

cater to demand for small purchases of consumable goods, and where

owners have only small amounts of capital to invest in inventory, They

are run according to traditional methods with informal accounting and
mahagement procedures. They usually employ only family members or close
relatives, they survive on a small margin o; profit, and their owners re-

ceive only relatively low levels of income.

As cities in Korea grew in population, the average size of commercial and
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‘service establishments increased slightly, but the tertiary sector is
still cdmposed primarily of small-scale enterprises. In all secondary
cities except Pusan, Taegu and Gangneung, the average wholesale and re-
tail establishment employed only two people in 1980. Service estab]ish-
ments in cities with populations of more than 500,000 employed slightly
larger numbefé of workers, but in host cities of between 100,000 and
500,000 residents, services remained sma]T businesses. In only a few
cities did the average number of employees exceed seven.

2. Informal Sector Employment

Employment statistics tend to underestimate the strength of tertiary sector
iﬁ intermediate cities of developing countries, because in most middle-
sized cities a substantial number of the poor, recent migrants, women and
children earﬁ their income through casual work or through trading in the
"informal" sector. Even the biggest metropolitan centers in developing -
nations usually have large informal sectors--composed of street vendors,
traders, hawkers and odd-jobbers--that support large numbers of people,
albeit sometimes at or near subsistence levels. Bromley argues that

‘street trading is one of the most visible and important occupations in

most African, Asian, Middle Eastern and Latin American cities.“27

Bromley's studies of Cali, Colombia, a secondary city of more than a mi]]ion
people, found nearly 10,000 street sellers of food, manufactured goods and
newspapers alone, as well as substantial numbers of people engaged in selling
lottery tickets, offering personal services such as shoe-shining and répaif, |

transporting small items, standing in queues for tickets, and other occupa-
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tions. Most of those selling food, manufactured goods and newspapers
“have fixed locations, work without assistants,'and concentrate them- .
selves around places that‘attract large numbers of people--the munic-
ipal markets, stadiums, entertainment centers and transport terminals--
‘although street traders can be found throughout the city. About 80 per-
cent of those surveyed by Bromley work without trading licenses, but
only a small percentage are involved in petty crime or vice. About
two-thirds are male, although women traders are often found in the
markets and bazaars. Most Are migrants who have lived in the city for
more than five years and have Tittle or no formal education.28

Bromley notes that in Cali, as in many other cities in developing coun-
tries, street traders are often considered nuisances, paraSiteS, beg-
gars or thieves by officials and the e]ité, and they are often openly
harassed by police and officials if theyVare not unenthusiastically ac-
cepted. VYet Bromley and others have found that only a small minority of
sfreet traders are engaged in crime or begging and that participants in
informal tertiary services and trade play an important role in providing
low-cost goods to the poor, in obtaining at least a subsistence income
for themselves and their families, and in providing "an important dis-
tribution system for many Co]ombign importers and manufacturers and for

several multinational companies."

Studies of African secondary cities also note the high level of participa-

tion in informal sector activities. In West African secondary cities the
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informal sector provides employment for large numbers of men and women
and is an important sourée of training and apprenticéship in artisanal
production and for small-scale manufacturing and service, inclﬁding
carpentry, tailoring, shoemaking and repair, metalworking, printing,
weaving, and small machinery r-epair.30 In Kumasi, Ghana, the informal
sector provides employment fof from 60 to 70 percent of the city's labor
force, and 90 percent of the workers employed in the informal sector
received their training or apprenticeship by working with others in the
informal settor.al

Thus, for most secondary cities in developing countries the small-scale
commercial and service, and informal tertiary, sectors provide an import-
ant source of employment and income for urban residents and are a crucial

part of the urban economy.

Secondary Cities as Regiona]

Marketing and Trade Centers

Because of the strong role they play in offering services and supporting
commercial activities, intermediate cities often act as markets and trade
Centers for their regions. This has not only been an‘historical function
of middle~sized cities, but one that continues to be of crucial impbrtancé

for regional and national development.

Many middle-sized cities in developing countries become‘channe1s for the
bulking, sale, distribution and trading of rural products and for the dis-

tribution of urban manufactured goods within rural towns and villages be-
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fore they reach 100,000 in population. Those that do grow to middle size
often do so,.at least in part, because of their higher concentration and
greater diversification of activities that depend on and support their
regional markets. Norantipadungkarn and Hagensick note that Chiangmai
became an important regional market for northern Thailand early in the 20th
Century, but the introduction of modern production techniques and the
strengthening of its transport and communications 1linkages in the 1960s
reinforced and expanded its marketing function. The city now plays an
important role as a distribution point for locally produced goods and those
manufactured in Bangkok and for exporting local goods abroad. Fresh and
processed agricultural products are brought from Chiangmai's rural areas
every day to be sold or traded in the city's fresh food markets and groc-
ery stores. "As a market center, Chiangmai attracts many people to pro-
cure its goods," they note, and these people include not only the city's
own residents, but those from out1ying districts as far away as the city
of Lampang, college and university students in the area, members of various
military units stationed in the region, and occasionally people from the
hill tribes and villages of Burma.32

Regional markets--organized and operated by local or provincial govern-
ments or by private stallholders--are, of course, familiar physical feat-
ures of near1y every intermediate city in developing countrfes. In his
study of middle-sized cities in India, Hazelhurst notes that markets in
intermediate urban éenters'tend to be organized and operated on a reg-

ular basis, usually meeting daily or several times a week. They consist
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of numerous sma]]—sca]e'operators, vendors, and merchants, who usually
employ the labor of family members and occasionally of one or two assist-
ants, and who opefate according to traditional management and accounting
procedures, establishing regular relationships with suppliers and custom-
ers.33 In larger urban markets there may be fixed prices, although bar-
gaining and haggling often confinue; there is a étronger set of relation-
ships between buyers and sellers over the long run than in smaller, rur-
al periodic markets; and vendors are more 1ikely to extend credit to
regular customers and to obtain credit from suppliers. Some vendors

also act as intermédiaries, brokers and truckers as well as traders. The
mérketing system in middle-sized cities in India, and in many other devel-
oping countries, is usually open; whoever has the resources and entre- '
preneurial inclination can usually participate. Moreover, trading ac-
tivities in the institutional market usually "spill over" into adjacent

areas of the city, where vendors and hawkers who cannot afford stalls

sell goods in small lots or offer services.

Hazelhurst notes of intermediate cities in India that their marketing systems
have

Mechanisms for the assimilation of
outsiders into the economic structure

of the city, although outsiders typically
find themselves in competition with locals
who are indigenous to the area in which
the city is located. Both locals and
outsiders compete to gain control of the
limited capital resources and people, all
of whom are either real or potential
clients for a vast number of goods and
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services which middle-range cities can
provide.34

The fact that these cities serve a large region is crucial to maintain-
ing their dynamism and diversity. "The region provides a setting with-
in which one can secure a position in the flow of economic 1ife,h Hazel-
hurst poiﬁts out, "and, most important, secure a basis for legitimate
creditor-debtor relationships with other merchants of fhe région."35

Even middle-sized cities at the Tower end of the size scale--those with
only about 100,000 in popu]ation;-seem to play important roles as region-
al marketing centers in much of the developing world. Although their
seemingly "informal" trade activities dominate the market systems in
smaller intermediate cities, they are often organized on at least two or
three different levels with complex networks of interaction among partic-
ipants. Studies of Dagupan City, an intermediate urban center in the
Philippines, for example, point out that it has served as an important

- trade and distribution center for the northernluzon plain for more than
100 jears, acting as a channel for the transfér of produce raised in its
rural regions for the Manila markets, and for the distribution of manufac-
‘tured goods from Manila and abroad within Dagupan's local service ar'ea.36
The marketing systems in Dagupan faci]itate‘the trading and distribution
of produce, meat and fish from rural producers in its hinterland to city

consumers, and to groceries and packing companies in Manila. Traders also

import packaged goods and manufactured items from the capital city.

Dagupan, with a population of about 100,000, supports a complex, dualistic



-185-

marketing and distribution system composed primarily of numerous small-
scale vendors of groceries and cheap consumer goods, but With larger whole-
sale and processed food distribution establishments, and brokers and

agents of Manila companies, also participating actively in the city's
trade. According to Dannhaeuser, the wholesalers of food broducts--

mainly Chinese and mestizo independent traders--purchase a wide range

of goods from agents of large Manila companies and sell to vendors and
grocery store operétors in Dagupan. Small branch stores of companies

based in Manila offer bulky and capital goods to shopkeepers and dis-
tributors in Dagupan. ‘But the city's regional marketing functions de-

pend mainly on hundreds of small-scale neighborhood stores and market-
stall vendors who obtain their goodé from both producers and wholesalers
and who engage in direct exchange with farmers and city consumers. Dagu-
pan's traders, like those in Indian middle range cities, operate on a small-
scale; their businesses are conducted by members of thgir immediate fam-
ilies with few or no employees, and their margins of profit are small.

Even the largest wholesale establishments in the city were fami]y owned

and operated in the 1970s, and they made only about 500 to 600 trans-
actions a day.37

Studies of marketing systems in the Middle East, Latin America and Africa
come to similar conclusions about the importance of these activities in the
economies of middle-sized cities and ébout the characteristics of secdndary

city marketing functions.

In the smaller intermediate cities in the Middle East, the sugq, and in
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Latin America, the élggg, p]ay‘an important role in the secondary city's.
‘ economic and social 1ife. Beal's description of the influence of the
market in Oaxaca, a small middle-sized city in Mexico, could just as

well describe the importance of the plaza in middle-sized cities in many
other countries of Latin America:

Despite Oaxaca City's great development
of modern commercial establishments and
involvement in the distribution of
industrial products, the Saturday plaza
dominates the rhythm of activity, not only
for most residents of the City but for
people in the surrounding villages. While
-this is primarily true of economic activit-
ies, the influence of the plaza permeates
many other aspects of daily life. In a
market town the day of the plaza is the
time when government offices are busiest,
political activity is greatest and many
churches have their greatest attendance.
The plaza often affects the rhythm of
household 1ife. In the City the plaza

- day is the time when, even in upper-class
households, the mistress (usually accom-
panied by a servant) may participate in
large-scale family shopping, storekeepers
do their largest volume of business, buses
from the villages run more frequently and
carry more passengers and pedestrian and
automobile traffic are at a peak.38

The market in Oaxaca remains a vital base of the city's economy as do
markets in other middle-sized cities in the developing world. The main
market in the city influences the process of inter-village and town trade
within its region, acts as a channel of distribution for farm and handi-
craft products from rural areas, and for manufactured goods from Mexico
City and other large urban centers. It organizes a good deal of the

small-scale trade within the city and provides much of the revenue for
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the city's budget. Moreover, the market organizations in Oaxaca provide
political influence for their members in local government decisions. The
market channels credit and other financial resources within the city and
provides employment and income for people in a variety of jobs. Indeed,
the markets in smaller intermediate cities 1ike Oaxaca generate much'of
the commercial and service employment that dominates the economies of these
cities. In Oaxaca, the market offers opportunities for small farmers and
poor campesinos to trade their produce, vegetab]es and grains, for stock-
raisers to sell cattle, goats, sheep, and dairy products, for gatherers to
exchange firewood, lumber, charcoal, lime and other uncu]tivatgd products,
for fishermen to sell their catches, for artisans to sell or trade tex-
tiles, pottery, Baskets, woven materials, iron, brick or wood work, house-
hold utensiis and an enormous variety of household goods. The markets offer
opportunities for purveyors of services to reach the mass consumers most
efficiently. Carpenters, masons, bakers, butchers, barbers, mid-wives,
blacksmiths, tailors, seamstresses, stonecutters, traditional healers

and marriage brokers ply théir trades in or near the markets along with
mechanics, repafrmen, doctors, druggists, agricu]tﬁra] suppliers, and
others whose permanent shops or offices are located near the plaza, or in
other areas of the city; The market offers an outlet for many goods pro-
duced in the city--shoes, textiles, ready-made clothing, furniture, soap,
processed and packaged goods, flour, coffee, sugar, soft drinks and

bakery goods. Moreover, the market in Oaxaca supports travelling vendors,
storekeepers, agents, brokers, middle-men and truckers. It stimulates

business for bus, truck and taxi owners and creates opportunities for com-
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mission agents, moneylenders, warehouses and others who facilitate market
trade.39

Although the markets of middle-sized cities often bring only subsistence
or near subsistence incomes for many participants, have l1imited new em-
ployment potential, and return only a small margin of profit to stall-
holders and vendors, they do engage the labor of 1arge numbers of urban
residents and satisfy their basic needs. And, as Dannhaeuser‘notes in
his study of Dagupan city, not only has the marketing sector grown in
many secondary cities in developing countries, but in places such as
Dagupan "numerous cases exist in which third-order traders have been able
over the course of one or two decades to establish substantial enter-

40
prises." This produces a demonstration effect that stimulates and main-

tains entrepreneurial activities, for as Dannhaeuser observes, "such successful
careers are knbwn and appreciated by the city's traders, which is part

of the reason many individuals, especially those with some capital resources
- to start with, enter trade and maintain their positions in it even if suc-
cess is not immediately forthcoming.“ql

Some studies from Africa and Asia suggest that as urbanization continues
there is a gradual transformation of the marketing systems in secondary
cities, a tendency for regional trade activities to shift from periodic

and regular markets to stores and shops, although the traditional market
may continue to be an important place 6f trade and commerce at which the.
poor, and bargain—hunters, can obtain lower priced goods. Studies ofl

markets in secondary cities in Latin America indicate, moreover, that as
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population grows and densities increase in rural areas sufrounding the
cities,. greater demand is generated in urban markets, trade within the
hinterlands of these cities tends to become more concentrated in the
1arger, more diversified town markets, and the number of smaller periodic

42
markets in surrounding villages tend to decline or disappear.

Middle-Sized Cities

As Agro-Processing and Supply Centers

Studies of middle-sized cities in a number of developing countries point
to their strong role as agricultural processing, supply and serVice
centers, and their function as centers of agro-industry and agri-business.
Although a relatively small percentage of the labor force in most middle-
sized cities is engaged directly in agricultural production, a substantial
percentage of those employed in manufacturing and services may work for
agro-processing or commercial establishments serVing farmers and the rural

population.

The case histories of many smaller middle-sized cities--those with be-

tween 100,000 and a half million people--show that they are highly depend-
ent on their agricultural hinterlands, although agriculture may p]ayva less
important role in their economies as they grow and diversify. Gulick notes
that Tripoli's economy has been highly dependent on its agricultural hint-
erlands. The city has grown as an agro-processing center and citrus orchards
occupy much of the unbuilt land in and around Tripoli. Commercial estab-

lishments within the city export organaes, lemons, olives and other crops.
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‘In addition, confection industries, extractors, and sugared fruit and nut
manufacturers have been an important part of the city's economy. O0live
production provides inputs to the soap manufacturing industries located
in Tripoli as we]]kas to olive oil processofs and residue fuel and fertil-
izer processiné industr_ies.43
The economy of Chiangmai, Thailand, has grown primarily as the result of
its agricultural processing and agro-business activities. Establishments
in Chiangmai export agricultural and forest products, minerals and crafts
made from local wood and timber. Tobacco and timber have been especially
important to the cify‘s economy.44 In 1977, the 1afgest percentage of gross
provincial product in Chiangmai--nearly one third--was contributed by agri-
cultural industries, with wholesale and retail trade contributing one-quart-
er. Strong contributions to gross regional product were also made by agri-
culture and agricu]tura11y-re1ated‘businesses and industries in other
secondary cities in Thai]and.45 Nearly 91 percent of Ch{angmai‘s in-
dustries now consist of rice mills, wood product and craft establishments,
and food processing firms. The largest industrial establishments in

Chiangmai are the 76 tobacco companies employing an everage of 81 workers

each.

Many of the intermediate cities in India have grown, and continue to expand,
as agro-processing and service centers, and have diversified into other
industrijes and services largely as a result of their agricultural processing

and supply activities. Sundaram points out in his study of Meerut City, that
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it "has grown mainly in response to the felt needs of its agricultural
»hinterlénd and it is the latter which has been feeding,and sustaining its
growth."46 Industrial surveys of this city of more than 400,000 people
show that its economy has depended heavily on sugar processing, the manu-
facture of agricultural imp]ements, and commercial and service activities
that supply the needs of a relatively prosperous agricultural population
in its district, one in which nearly half the work force is still em-
ployed in cultivation. Although less than 3 percent of the city's

1abpr force is directly engaged in agriculture, nearly 19 percent were
employed in food and food products industries, and nearly 17 percent more
worked = in machinery industries producing agricultural equipment and com-
ponents in the early 1970s. In addition, many of the'city‘s service
workers were employed in shops repairing agricultural imp]eménts and mach-

47 :
inery.

Intermediate Cities and the

Commercialization of Agriculture .

Their functions as regional markets, centers of relatively hioh population
concentration, agro-processing, service, and transport and distribution
centers allow middle~sized cities in many developing countries to stimu-
late agricultural production in their hinterlands. Many of the case his-
tories of éecondary cities cited here remark on the intensificiation of
agricultural production‘in their hinterlands as these cities grew, the
tendency fok farmers to switch from subsistence to cash crop production,

the introduction of new agricultural methods and procedures and the diver-



-192-

| sification of village economies to meet the demands for agricultural and

‘artisanal goods within the secondary cities.

Mortimore points out that as thé Nigerian city, Kano, grew to.middle size,
the "close-settled zone" around the city exhibited many of these charac-
teristic;; it became more densely populated, farmers shifted from sub-
sistence to cash crop production, land tenure became more individualized,
land va]ués increased, land subdivision became more frequent, and farming
methods changed. Beginning in the 1960Cs, heaVy manuring replaced fallowing,
farmers began intercropping Tegumes and grains, and there was a marked
increase in the hiring of‘agricu1tura1 labor, all of which intensified as
commercial agriculture spread in the rural towns and villages in Kano's
hinterland. Mortimore concluded that in the areas surrounding Kano, "the
eviden;e suggeSts that a growing density of population is encouraging not
only the intensification of agriculture, but also commercialization of the
rurai economy...and.the development of secondary sources of income dependent‘
on markets."48

Studies of rural food processing industries in northern Nigeria report
that growing demand in the large markets of the city of Zaria stimulated
the production of fura--a cooked ball of grain eaten with sour milk--by
women in nearby rural villages. The women who made fura often employed
other women in the village to process and prepare it and children and stu-

dents to carry their goods to market. The increasing population and de-
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mand for consumer goods in Zaria created many opportunities for women from
nearby villages to engage in trade--they acted as brokers between village
enterprises and suppliers in the city. The expanding market in Zaria cre-
ated demand for cfafts, apparel, mats and decorative household
goods.49 Although growing urban markets increased the demand for rural
products in early stages of urban growth, the city also spawned competit-
ion for rural enterprises as it reached a size that allowed larger estab-

lishments to produce the same or substitute goods using more modern tech-

nology or mass production.

Evidence of similar effects of secondary city growth comes from Asia.
Studies of changes in agricultural production in rural areas around Meerut
City in India indicate a steady increase in both production and income

as rapid changes occurred in farming areas surrounding the city in the
1950s and 1960s. The growing demand for agricultural products in inter-
mediate citiés such as Meerut combined with the introddction of “Green
Revolution" technology to bring a shift in cropping patterns from staple
to cash or high-yielding varieties such as maize, wheat and sugar cane.50
In Indonesia, as well, many of the middle-range cities have grown as the
result of their agricultural processing and distribution functions.
Surabaya, for example, is the major point of distribution and processing

for nearly all agricultural products grown in its region that are not

used for local subsistence.
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Studies of Taegqu, Korea, report similar changes in the rural areas sur-
rounding'that city in the 19605 as it grew into a regidna] commercial

and manufacturing center. Park observed that agricultural resources in
Taegu's hirnterland came to be used more productively than those in remote
areas; croplands in the areas around Taegu were producing more and gener-
ating higher income, farmers began to use hired labor more extensive]y,‘
and members of farm families obtained off-season and part-time work in the
tity to supplement their incomes. Population growth in the'Taegu area
increased the demand for new agricultural products, including fruit, veg-
etables, livestock, poultry, grain and tobacco. As demand increased, land
was used more efficient]y, the use of manufactured farm tools and imple-
ments spread rapidly, and the production of farm machinery and equipment

became an important part of Taegu's economy.

Farmers living closer to the city improved their managerial abilities and
tested new production and cultivation techniques more quickly than farmers
“1iving in areas farther from Taegu. Park concluded from his analysis that

the urbanization and industrialization
of Taegu have a complementary relation-
ship with the increasing commercializa-
tion of regional agriculture. In the
Korean agricultural setting, the decen-
tralization of urbanization and indus-
trialization is an accelerating factor
for modernization of the rural sector.
And modernization of the surrounding
rural sector contributes to the indus- -
trial and commercial growth of the city,
by providing a market not only for more
consumption goods, but, as farm incomes
increase, also for more consumption
goods wanted by farm people. With
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better roads, people get to town more
often even though they would seldom go
to Seoul.5]

Some indicafion of the éffects of urban grOWth on agriculture in

Korea are reflected in changes in agricultural Tand use in secondary
cities. Between 1967 and 1978, land in agricultural use increased from
about 388 km2 to about 446 km2 in the 18 cities with populations of |
100,000 and 200,000, but declined slightly in secondary cities larger
than 200,000 population. As cities grew in population, up to about a
quarter of a million, they seemed to have generated increased demand

and provided larger markets for agricultural products, and more land

was brought into agricultural production in and around those cities.

But as cities continued to grow to over 250,000 population, other em-
ployment opportunities were created, population densities on the periph-
eries and within the cities began to rise, land values increased and
agricultural production became more efficient, and pressures were cre-
ated for the conversion of agricultural land to other uses. Agricultur-
al production in the hinfer]ands, however, could increase or be maintained

52
with less land in and around the city devoted to agricultural use.

Intermediate Cities as Centers

of Small-Scale Industry

Although some of the cities that have reached 100,000 or more in population

in recent years--especially in Taiwan, Korea, India, Nigeria and Brazil--
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grew because of industrialization, or the location of industrial estates
nearby,tjarge-éca1e manuf&cturing has not yet affected the vast majority
of middle-sized cities. Industry has played a relatively minor role

in their economic growth. In most, the manufacturing sector remains
relatively small and is composed of small-scale establishments, employing
less than 10 workers. Small industries are usually family owned and oper-
ated.vusing traditional techniques of productionVor labor-intensive tech-

nology.

As noted in Chapter Two, there is often a discernible difference in the
structure and characteristics of the industrial sector in the primate

or capital city of most developing countries and those of even the larg-
est secondary cities. Studies that compare Nigeria's capital city, Lagos;
with the secohdary metropolis, Kano, for example, indicate that the in-
dustrialization of the two cities hasvbeen quite different. Investment

by multinational corporations has been concentrated primarily in the capF
ita}, with far less investment in Kano; production processes in the sec-
ondary city are more labor-intensive, management is more personalized,

and labor unions have less influence. Labor is less skilled and educated,
and the manufacturing sector is more heavi]y dominated by small-scale pro-
ducers in cities such as Kano than in Lagos.53 When import substitution
and petroleum industries began to play a larger role in the Nigerian
economy, their locational preference for port cities greatly influenced
the growth and diversification of Lagos. But despite the fact that larger

secondary cities such as Port Harcourt, Kaduna and Kano developed strong
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competititve advantages over smaller, inland, middle-sized cities in
attracting capital-intensive industries, these firms play a less imporf-
ant role in the economies of secondary port cities than theydo in the
capital c1’ty.54

Most of the intermediate cities in developing nations grew without ben-
efit of large-scale industrialization. Muench obéerved in his study of
Ibadan, Nigeria, for example, the "almost comp]eté absence of large

scale industrial and commercial activity for a city of its sizé; Instead
most of the economic vitality of the city stems from thousands of small-
scale enterprises,” ranging from those traditional operations that provide
their owners with sma]] amounts of income to more modern establishments
that return a comfortable profit.55 Weiker's study of Eskisehfr, Turkey,
noted that the percentage of population employed in manufacturing in that
provincial city was simi]ar'to the largest metropolitan centers but that
the structure of manufacturing employment Qas far different. During the
1960s and 1970s, more than 90 percent of the manufacturing plants in
Eskisehir were small-scale handicraft establishments; few hired more

than 10 employees dr used machinery for producti’on.56
Most of the_intérmediate cities with 1ess than a million people in Latin
America also have manufacturing sectors dominated by small-scale estab-
lishments., Roberts reports that fn Huancayo, Peru, only two large in-

dustries existed in the 1970s--a textile mill and a knitwear factory

that together employed about 300 people--and that the average number of
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employees in the city's other manufacturing establishments was seven. More
. than half of the labor force in the manufacturing sector was employed in
enterprises with less than five workers. Small-scale industry is organized
and operafed in Huancayo much 1like small-scale commercial activities are

in most intermediate cities: they are family-owned and run, by informal
and traditional methods, labor-intensive, producing goods at relatively

Tow cost that can be bought by low-income families.

Even when intermediate cities have a few large industrial plants, it is
not clear that they have a substantial impact on the economy, or that the
benefits trickle very far down the income scale. Selby and Murphy ob-
served that the rapid induétria]ization of San Luis Potosi in Mexico prim-
arily benefitted those skilled workers who already had jobs, for they
rather than the unemployed received the bétter positions in the new
factories.57

-In Asia, even secondary cities in industrializing countr{es have manufac-
turing sectors dominated by small-scale establishments. In Chiangmai,
Thailaﬁd, for instance, about 43 percent of the labor force of the province
“was employed in manufacturing in the late 1970s; but 90 percent of the
industrial establishments were agricultural processing activities employ-
ing an average of less than 10 workers. Larger'firms employed an average
of 17 workers each.58 But the manufacturing sector in the middle-sized

cities can play an important role in providing income and employment and

establishing a base for industrial deconcentration within the country.
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The experience in Tajwan indicates that, under favorable conditions, in-
“termediate and smaller cities can support a substantial number and variety
of small and medium-scale industries, as wé11 as larger manufacturing es-
tablishments. Ho points out that between 1930 and 1956 industrial emp]oy-v

ment increased by nearly 4‘percent a year in Taiwan's seven largest cit-
ies, and that between 1956 and 1966 it increased by about 5.6 percent

a year in secondary cities outside of the Taipei metropolitan area.59
Employment in food, textiles, furniture and fixtures, nonmetallic mineral
products, and machinery and equipment, increased from 3.0 to 6.9 percent

a year, in chemicals by over 7 percent, and in wood and metal products by
more than 12 percent a year in secondary cities. By 1966, Kaohsuing,
Taichung, Tainan’and 23 urban townships adjacent to these secondary cities
had 23 percent of Taiwan's employment in manufacturing and eight smaller
cities had an additional 10 percent. Ho argdes from his review of exper-
ience in Taiwan that a decentralized pattern of 1ndustr1a1ization based

in intermediate and smaller cities in rural areas improved non-agricultural
employment opportunities for rural households by allowing them to commute
to manufactdring jobs in nearby cities and still take part in farm activ-
ities on weekends, and created numerous linkages with small commercial,
service andkrepair establishments fn rural towns, making it possible for
small businesses to develop in rural areas. Decentralized industrializ-
ation created employment and entrepreneurial opportunities for rural
people, giving them more income to spend on manufactured goods produced in

60
the intermediate cities.
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That secondary cities in most developing nations are primarily small-
scale rather than large-scale industrial centers does not imply that
1arge-sc51eindusfrié]ﬁzationhas not 1nf1ueﬁced the growth of some in-
termediate cities’pr that they cannot accommodate large manufacturing
firms. As in Taiwan, intermediate cities have played an important role

in deconcentrating some industries from the largest cities in countries
such as India, Brazil, Nigeria and South Koréa. In some Nigerian cities
physical expansion and population growth were due almost entirely to the
location of industrial estates nearby, to which access roads, water,
electricity and other utilities were extended. Industrial estates in
Kaduna, Kaﬁo and Port Harcourt became nuclei for urban growth and
expansion.sl |

Although in South Korea, a country that has industrialized rapidly since
the i9605, a large percentage of the country's manufacturing employment

is still concentrated in the capital city, secondary cities have come

to play an increasfng]y important role as manufacturing centers. In 1980,
manufacturing firms in five secondary cities with more than a half million
residents employed more than a million people, almost double the number
working in industries in those cities in 1974. More than a half million
people were employed in industry in smaller intermediate cities. In 1974,
establishments located in Korean secondary cities contributed about 54
percent of the country's va]ué'added by manufacturing, and although no
individual secondary city's manufacturing sector added as much as that

of Seoul's, the middle-sized cities together contained a substantial amount
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of Korea?s'manufacturihg capacity.62

The Koreén experience shows that secondary cities can play an important
role in countries where government seeks to deconcentrate manufacturing
employment from the Targest metropolis. By 1980, although small-scale
establishments still accounted for about 90 percent of all industrial
\firms in secondary cities, large industries--those employing 100 or more
peop]e--ehgaged more than 50 percent of the industrial 1abdr fofce in
nearly half of the Korean cities with 100,000 or more residents. In Pusan,
‘Incheon, and Daejeon--three of the five largest secondary cities-~large
factories employed from 55 to 68 percent of the industrial workers. In
smaller secondary cities, where the governﬁent has created industrial
estates, a large majority of the manufacturing workforce is employed by
large-scale industries: 1in Masan, 82 percent; in Ulsan, 80 percent, in
Cheongju, 61 percent; in Pohang, 70 percent and in Chuncheon, a little
more than half. In Iri,.more than 61 percent of the manufacturing labor
force was émp]oyed by large firms as were 73 percent of the industrial
workers in Gunsan, 61 percent in Weonju and 76 percent in Andong. By 1980,
the average number of workers in industrial firms in cities of more than
200,000 population was 85, and the large firms had an average of 54 em-
ployees each in cities with between’100,000 and 200,000 residents. In
only one-third of Korea's secondary cities did more than 60 percent of the
manufacturing labor force still work in small scale industries in 1980.

(See Table IV-4).



Table IV-4

CHARACTERISTICS OF AWD EMPLOYMENT IN MANUFACTURING ESTABLISHMENTS IN
SECOHDARY CITIES OF SOUTH KOREA, 1960-1980

City Population Number of People Employed HNumber of Manufacturing Percent of Value percentage of Firms and
_(000s) in Manufacturing (000s) Establishments Added by Manufacturing  Employment by Firm Size
1978 1960 1974 1980 1974 1980 in Secondary C1t1es Large SmafT
1974 Size Empl. Size Empl
Pusan - 2,879.6 57.7 250.2 665.7 1,274 4,541 10.9 3.1 55.3 96.9 44.7
Taequ 1,487.1 47.5 134.9 120.3 783 2,957 5.2 1.2 32.5 98.8 67.5
Incheon 963.5 16.6 69.2 181.9 481 = 1,579 6.2 11.7 54.7 88.3 45.3
Gwangju 694.6 10.4 28.9 24.1 114 505 0.8 1.3 41.3 98.6 58.7
Daejeon 580.6 10.9 37.0 72.9 250 926 1.7 50.9 68.3 49.0 31.6
iMasan 391.9 5.7 35.7 58.9 191 128 2.7 6.3 82.4 93.7 17.6
Jeonju 384.1 6.8 16.8 13.2 9 170 1.8 4.7 37.5 95.2 62.5
Ulsan 364.5 .8 24.5 74.2 53 144 8.4 22.9 80.9 77.1 19.1
Seongnam 3241 -~ 22.7 47.5 107 - 450 0.9 1.3 22.4 98.7 77.¢
Suweon 266.1 3.7 20.5 34.6 - B2 256 4.7 3.5 66.7 96.4 33.:
Cheongju 223.1 3.5 10.9 17.4 59 146 1.2 21.2 61.4 78.8 38.¢
Mogpo 210.9 4,2 10.3 9.2 60 201 0.4 2.5 52.1 97.5 47.¢
Anyang 187.9 2.9 14.9 42.0 104 374 1.9 5.3 49.5 94.7 50.!}
Pohang 184.0 1.6 10.9 28.4 34 129 1.9 8.5 78.7 91.5 21.:
Jinju 174.9 3.5 10.5 12.5 72 240 0.3 2.5 34.3 97.5 65.:
Gunsan 167.4 4,2 12.1 35.2 70 125 . 0.9 6.4 73.1 93.6 26'
Bucheon 163.5 2.7 9.9 53.2 103 837 1.0 2.2 11.1 97.8 88.!
Chuncheon 152.6 2.1 5.1 5.8 29 93 0.1 4.3 51.2 95.7 48,
Jeju 152.5 1.1 4,2 3.6 28 52 0.1 - -- 100.0 100.
Yeosu 151.3 1.8 6.0 3.8 46 99 0.1 . 3.1 23.1 96.9 76.
Iri 132.3 2.4 8.3 2.3 01 176 0.3 7.9 61.4 92.1 38.
Weonju 131.0 1.8 6.6 3.8 22 113 0.1 1.8 16.5 98.2 83.
Euijeongbu 117.8 1.1 6.3 7.4 22 28 0.3 17.9 46.6 82.1 53.
Suncheon 114.6 1.5 2.9 1.4 9 98 0.3 - -- 100.0 100.
Gyeongju 113.9 1.5 3.2 3.7 12 58 0.1 1.7 19.9 98.3 80.
Chungju 110.1 2.3 6.3 5.3 14 88 0.4 3.4 64.3 6.6 35.
Cheonan 109.3 1.7 . 6.3 18.7 39 113 0.2 4,4 49,1 95.6 50.
Jinhae 108.7 1.0 6.9 3.4 11 he 0.5 5.8 56.5 94,2 43,
Gangneung 102.2 1.5 3.3 1.5 16 14 0.1 - - 100.0 100.
Andong ‘ 101.5 1.4 3.7 1.8 21 - 97 - 0.2 23.7 76.6 76.3 23.

Sources: Same as Table 1V-3.
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Kbrea's po]icy of extending highways, providing utilities, upgrading power
and energy capacity, and establishing essential infrastructure in middle-
sized cities that were designated as centers of manufacturing, allowed

these cities to support large-scale industry successfully. By 1980, half of
the smaller intermediate cities had more than 5 large factories as did

all of the cities with populations of between 200,000 and 500,000.

In other countries, the increasing agricultural production in the hinterlands
of intermediate cities is not only the result of growing demand for farm
products in the citieé, but in turn creates new demands for manufactured
goods and increases employment opportunities in the urban centers. The in-
creasing agricultural production in the Punjab region of Pakistan during

the 1960s that came from the adoption of "Green Revolution" technology,
generated increésed demand for agricultural equipment, machinery and sup-
plies in seven intermediate cities in the Punjab. Increased agricultural
production spawned investment in diesel engine and other irregation equip-
ment production in Lahore énd Daska, and in tubewell components, cane crush-
ers, fodder choppers, pipe and farm implements in Multan, Sahiwal, Gujran-
wala, Gujrat and Lyallpur. The vast majority of firms manufacturing agri-
cultural equipment in these secondary cities employed less than 15 workers,
but many were linked to larger firms that produced components assembled

by smaller establishments and to artisanal and craft shops that provided
other agricultural equipment parts and compdnents.63

Sma]]-séa]e industry seems to be both a strength and a weakness of the

economies of intermediate cities. Small-scale manufacturing does not gener-
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ate large amounts of emp1oyment for those outside of the families that own
.and operate them, and returns only Tow 1evé1s of profit to most entrepren-
eurs. Smé]l firms usually do not generate large amounts of tax revenue
for local governﬁents and they are risky ventures from which total out-
put is usually Tow. Yet, c011ective1y,vthey employ relatively large hum-
bers of peop]e’in intermediate cities, provide low-cost goods for people
with low incomes and for other small-scale businesses and industries,
offer opportunities for expansion and further investment to the more suc-
cessful entrepreneurs, a]]ow'for deconcenfration of industry within a
coﬂntry, and pkovide a base upon which middle-sized cities can diversify

and build their manufacturing capacity.

Intermediate Cities as Regional

Transport and Communications Centers

Many of the case histories of intermediate cities underline the importan&e
of transportation and communications to their development ahd to their
contemporary roles as regional marketing and trade centers. Weiker, for
example, notes the large number of bus companies providing frequent serv-
ice from the Turkish middle-sized city of Eskisehir to larger metropoli-
tan areas such as Istanbul and Izmir as well as to other intermediate
cities such as Bursa. The city is also thé main junction for the Istanbul-
Ankara and Istanbul-Konya raﬂroads.64 Tripoli, Lebanon, achieved its

status as a regional trading center because of its extensive pdrt facil-

ities, paved highways to Beirut, rail connections to Beirut and various
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cities in Syria, and it$ bus connections to cities in Syria and Egypt as
well as fo other cities and towns in Lebanon. Tripoli grew not only as
a regional and national, but as én international, port that distributed
agricultural pfoducts grown in the northern part of Lebanon to Europe,
Africa andrthe Middle East.65
As noted ear]ier,.transportation networks also played a crucial role in
the growth of towns into secondary cities in much of Africa. Their role
as transportation and communications centers is still crucial to the
economies of African intermediate cities, especially in Nigeria, where
Mabogunje observes that the railways and road networks not only created
new secondaryAcities but also -transformed the economies of existing ones
from administrative and marketing to commercial, service and industrial
centers.66
In Latin America, transportation and communications facilities were essen-
tial to the growth of intermediate citfes that served as marketing centers.
Beals notes that the modernization of transportation systems and the ex-
tension of highways in and around Oaxaca, Mexico, stimulated changes in
urban and rural markets and al]owed them to‘achieve greater efficiency.
The highways increased the access of rural producers to the Urban market
place. Because of their ability to use‘trucks more effectively, traders
could carry}moke goods and visit more vil]ages after the highwpy system
was extended through Oaxaca. The highways not only extended the city's
market area farther into the rural hinter]dnd, but also increased inter-

67
village trade.
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Many of .the secondary cities in Asia are transport and communications
centers -for their regions. In Indonesia, for example, Medan is at the

axis of the north-south road and rail Tines connecting the city to in-
terior areas of northern Sumatra. Railways extend to Aceh and roads

connect Medan to provincial and interprovincial highways. The city

has both a harbor and port,:with the harbor serving as the hub of regional
exchange and trade. The city became a terminal for intercity bus service

in the Tate 1960s. Moreover, as do many other of the interﬁediate cities

in Indonesia, Medan has telephone exchanges, more than 80 public and

private radio stations, and a television channel. Ujung Pandang (Makassar),
also a port, is well connected by roads to the interior of South Sulawesi;
its airport links the city to others in Java and Bali. Like Medan, it is

a center of modern communications, with more than 95 radio stations and
telephone and telegraph service, not only for its own residents but for
those of rural towns and vi]1éges withinytrave]]ing digtance of the‘city.
Both Padﬁng and Semarang are port cities, the latter with east-west rail
connections and north-south road and highway linkages. Padang is the center
of air, sea, rail and bus service for much of the population of West Sumatra.68
The role modern highway and transport facilities play in linking Chiang-

mai to Bangkok and to other towns and villages in northern Thailand and

in making the city a major trade, tourist and service center has already
been noted, but the importance of internal transpdrtation systems to the
growth of secondary cities also deserves to be mentioned. Commerce,

trade, and tourism in Chiangmai are facilitated by an efficient mini-bus
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system that provides 70 percent of the transportation services within

the city.  Pannell notes also that an important factor in the growth

of Taichung, Taiwan, is that the "transport system is fast, efficient and
cheap.“70

?ina]]y, an 1ndicétion of the importance of transport, communications and
re]éted activities is reflected in the number of jobs they provide in in-
termediate cities and the contribution they make to the regional economy.
In Thailand's two largest secondary cities, the transport sector has been
growing rapidly. In Chiangmai, it contributed nearly 6 percent of the
share of grbss provincial product in 1976, and grew by more than 12.5
percent between 1970 and 1976; in Songkhla, transport contributed near-
ly 8 percent of the gross provincial product and grew at about the same
rate as 1h Chiangmai; a rate that was three times higher than Bangkok's
during the same per'iod.r| By the mid-1960s three secondary cities and
their surrounding townships in Taiwan provided nearly a quarter of the |
transport and communications emp]oyment in that country, and together

with 8 smaller cities accounted for nearly one-third of Taiwan's employ-

ment in the sector.

Employment in transport and communications grew by more than 5 percent

a year in Taiwan's secondary urban centers from the mid-1950s to the
72
mid-1960s. In Davao City in the Philippines, transport and communica-

tions establishments employed nearly 9 percent of the city's labor force
73
in 1978. - And, because many of Indonesia's secondary cities are ports,
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the transport and communications sector accounted for a significant share
of their employment during the 1960s and 19705.74 In his study of Meerut
City, in India, Sunddram points out that employment in transportation.
communications and storage firms in that urban center increased by 71
percent between 1961 and 1971--the second highest increase in employ-

ment for any sector in the city's economy--to account for néar]y 10 per-
cent of Meerut's workforce. The growth of transportation and communica-
tions employment was a reflection of thé growth of manufacturing and com-
merce in the city. The transport and communications sector became the
third Targest employer during the 19705.75

Although the variations were great among Korean secondary cities, those
with 500,000 or more population had an average of nearly 9 peréent of their
labor forceworking in transportation, communications and related actijvit-
ies in 1980; cities with between 200,000 and a half million people had an
avefage of 7 percent, and‘those with from 100,000 to 200,000 residents

had an average of 8 percent, of theik labor force emp]dyed in the sector.
The sector was a more significant source of employment for Incheon, Jeonju,
Daejon, Cheongju, Jeju_and‘Suncheon, where 12 percent or more of the labor (
force was engaged in those activities, and in Gangneung, a small inter-
mediate city in northeastern Korea, where 35 percent of the labor force
was employed in the sector. Nearly 130,000 people were employed by
transport, communications and storage firms in Korea's intermediate

cities in 1980. The distribution of firms and employment among secondary

cities, however, was highly skewed toward the largest; over 60 percent of
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the firms in this sector, and about 68 percent of the workers, were con-
. 76
centrated in the five largest intermediate cities.

The Role of Secondary-Cities in

Absorbing Rural Migrants and Providing

Income Remittances to Rural Areas

A]though'the nature and impact of their functions in absorbing rural
migrants and providing income remittances to rural areas are less well
defined than many other roles that middle-sized cities play in develop-
ing coUntries, some evidence suggeSts that secondary urban centers can
perform'potentia11y important roles in changing urban population dis-

tribution and providing income to rural areas.

That they have been attractive to rural migrants as temporary or perm-
anent homes is obvious from their growth, only about half of which is
thought to be due to natural increase. Yet their growth rates and the
size of their popu]atibn increases over the past 25 years indicates that
they have been less attractive than national capitals and the largest
metropolises. Not only do they seem to attract a smaller shafe of rural
migrants in many countries, but the distance. from which they draw

migrants tends to be shorter than that of the largest cities.

In much of Asia, as noted in Chapter Two, the highest rates of popula-
tion growth were found in the largest cities during the 1950s and 1960s.

Cities of a half million or more people recorded the highest growth
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rates in Taiwan, Korea, Indonesia, the Philippines and Pakistan. They
grew by more than 10 percent a year in Taiwan, 15 percent in Korea and
nearly 6 percent in Indonesia between 1950 and 1970. Cities of smaller
size grew much less rapidly, and in Taiwan, Indonesia, the Philippines,
and India, cities smaller than 100,000 lost popu]ation.77 Studies

of urbanization and migration in Latin America found similar trends

in the growth of the largest cities, with smaller middle-sized cit-
ies either not absorbing migrants at a rapid enough rate to slow the
growth the largest metropolises, or losing population to larger
secondary and primate cities. | Studies of migfation in Indonesia
indicate that middle-sized cfties have an area of attraction much

more restricted than that of the largest metropolitan center. Hugo
notes of secondary cities that "a large prqportion of their permanent
migrants are drawn from the province in which the éity is located

or even a more restricted area.“79 The restricted area. from which
secondary Cities in Indonesia draw migrants is reflected in their
ethnic or linguistic characteristcis; many intermediate cities are
dominated by a single ethnic or linguistic group from the region
immediately surrounding the city, which differentiates them from
Jakarta, in which no single ethnic group is particularly numerically
dbminant."80

A similar pattern appeared in Korea during the‘19605. As Taegu, the
country's third largest city, was growing rapidly during'the 1950s and

1960s, its strongest attraction was for people living within the same
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province. More than 70 percent of the migrants sampled by Barringer

in the 1960s came from immediately surrounding rural areas and an ad-
ditional 15 percent came from an adjacent provincé. Less than 14 percent
came from other provincesvin Korea, suggesting that, in this case at
least, the field of migration was somewhat restricted. In Taegu,

as in other secondary cities of Korea, the flows of migrants have been
dynamic, with better educated, higher income and more adventurous

people lTeaving the middle-sized cities after a short period for Seoul

to pursue better economic and social opportunities, while younger and more
ambitious people in the rural hinterlands were making their way to

Taegu and other intermediate cities to pursue similar opportunities.s]

An exceptioh to this restricted field of attraction seems to be secondary
cities that grew primarily because of thefr concentration of industrial
activities or because industrial estates were located nearby. Industrial-
izing secondary cities such as Iligan in the Phi]ippiﬁes "generated large-
scale migration of thousands of skilled and unskilled workers and pro-

82
according to Ulack.

fessionals from all corners of the archepelago,
The greater attractiveness of the larger secondary cities in most
countries may be attributable to the fact that they also have large
concentrations of industrial activities that draw people from farther

distances.

1. Migration to Secondary Cities

In any case, studies of a number of secondary cities indicate that they can,
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and do, draw rural people and that they can have an effect on the dis-
tribution of urban population by offering alternative locations for
settlement to the primate city. To the extent that secondary cities
offer more job opportunities‘and better educational facilities and social
services than are available in rural areas, they can become stopping-
off points for migrants who might otherwise have gone directly to the
largest metropolis. For many migrants, the stop-off becomes permanent
andAthey settle in middle-sized cities. Evidence from Brazil indicates
that secondary metropolitan centers there have been able to aftract and
retain substantial numbers of rural migrants. Census data from 1970
suggests that about 67 percent of rural and 68 percent of urban males
who migrated fo seven secondary cities--Belo Horizonte, Porto Alegre,
Curitiba, Salvador, Recife, Forteleza and Belem--in 1965 were still
1iving there five years later, although only about ha]f of the male
migrants who came to these cities from 1959 to 1965 were still there in
1970. Short-term retention rates for female migrants were slightly
lower, but long term rétes were approximately the same as for males.
Although the retention rates of secondary cities were lower than

those of Sao Paulo and Rio de Janiero by more than 10 percent, the
intermediate cities did retain about half of all migrants thatAihitially
moved to them. Retention rate§ in the primate cities also decreased over
time, but not as drastically as in the secondary metropoh‘ses.83
Secondary cities seem to offer opportunities for upward mobility and

economic improvement for many who remain. Studies of northeastern
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Brazil conclude that although many of fhe rural migrants to cities in
thét poor region of the country remain in poverty, their economic sit-
uation often improves and that they make an important contribution to
the dynamics of urban development, Géiger apd Davidovich argue from
the study of migrants to Natal that "in spite of their low income,
they contribute more effectively to broadening the urban market than -
they did in the rural state theyAprevious1y occupied. Hence to the
extent that a city 1ike Natal attracts manpower formerly engaged in
agricultural pursuits, it withdraws such labor from a predominantly
sUbsistence regime énd inserts it in a monetary economy."84 They con-
clude that the growth of intermediate cities in Northeastern Brazil
have created some degree of internal equilibrium in the region, absorb-
ing rural migrants there and slowing outmigration to Sao Paulo and

Rio de Jam‘ero.B5 ' |
Studies from Asia and Africa also conclude that middle-sized cities
can attract rural migrants, but that the-number and retention rates

are often Tower than larger metropolises because many migrants must
find employment in the informal tertiary sector or in small-scale com-
mercial activities, which have low 1abor—absorption capacity. Studies
of migrants to cities with more than 75,000 population in Peninsular
Malaysia in 1970 show that more than 40 percent of those who migrated
before 1965 were employed in services, nearly 21 percent in commerce
and 11 percent in transportation, communications and utilities. Nearly

73 percent of those who had come to intermediate cities in the five
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years before'the 1970 census were working in tertiary activities. How-
eVer, many of those who remained, and supported themselves through in-
formal or service sector emp]oymgnt, later moved into commercial, tech-
nical or clerical occupations or into the wage service sector and began
to achieve some level of upward mobility in secondary c1't1'es.86 Sim-
ilarly, Lubeck's studies of Kano, Nigeria, show that most of the migrants
initially found work in tertiary activities, but that many of the in-
formal activities were partially integrated with modern commercial and
manufacturing establishments, and that this also provided a channel of
upward mobility. The informal sector in Kano--and other African secondary
cities--prdvides services to modern establishments at low cost and has
been a channel fof recruitment of factory workers. Lubeck notes that in -
Kano "nearly all factory workers of rural origin worked in the informal
sector prior to obtaining factory work." They unloaded trucks, pushed
0il1-drum carts, practiced traditional crafts such as shoe repair, sold
used clothing and snacks, repaired appliances and equipment, and sold a
variéty of other goods.87 |
Many secondary cities share with the largest metropolitan areas many of
the characteristics that make cities attractive to rural people. Those
with strong or growing industrial sectors seem not only to attract people
from greater distances but afso to draw peoplé with particular socio-
economic characteristics. In Taegu in the 1960s and 1970s, and in many

other secondary cities in the developing world today, the primary factor

motivating people to move from rural areas to intermediate cities was
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economic. Over 50 percent of those migrants to Taegu who were surveyed
during the 1960s moved to the city to escape poverty in the countryside,
to seek employment or to take advantage of business opportunities in the
city. Nearly 10 percent more moved to obtain a better education. Those
migrants who were attracted to the city during its period of rapid growth
were relatively young; nearly three quarters of the migrants entering
Taegu during the 1960s were under 30 years old and many were in their late
teens or early twenties. Nearly 60 percent camé directly from the
countryside and a little more than 31 percent came from smaller towns

and cities. For them, Taegu presented oppor;gnites they did not have

access to in rural villages and small towns.

Similar characteristics were seen in migrants to Iligan, an industrial-
‘izing intermediate city in the Philippines, during the 1970s. Ulack
points out that most migrants were young--nearly 60 percent of the sample
he interviewed were between 15 and 29 years old. The median age of male
“household heads was 23.9 years and of females migrants was a little over
21 years. Many were better educated or more skilled than the average
rural Filippino; and many came, as do migrants to cities in many develop-
ing countries,‘bécause they already had friends and relatives working
there.89

2. Remittances to Rural Areas

Secondary cities also seem to play an important role in channeling remit-
tances earned by rural migrants to their home villages, although the mag-

nitude of the income to rural areas through secondary city remittances is
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not known for any developing nation. Studies in Kenya indicate that about
13 percent of the income earned by men in a sample of recent migrants to
Kenyan urban centers was remitted home; surveys of India report that

as much as 38.percent of the income earned by migrants working in urban
factories is returned to their rural villages; and studies of Thailand

. suggest that nearly half of the migrants surveyed intended to take money
with them when they returned to their rural homes.90 In some rural‘

areas of Nepal more than half of the households receive money from relatives
who have migrated to Kathmandu. YIn Ghana, 40 percent of rural households
with members in cities have received cash or in-kind remittances. Studies
6f 48 rural villages in India found that remittances were received by

up to 40’percent of the househo]ds.gl Rempel and Lobdell conclude from
their review of African developing countries that the proportion of

income earned by migrants in Third World cities that is returned to rur-
al vi]]ages varies greatly among countries depending on'the strength of
social and economic ties between migrants and their families, and on

such factors as the amount of income the urban dwellers earn and their
length of Stay in'the city. Whether or not the migrants bring their
immediate families with them to the citieé also affects the flow of remit-
tances. However, even when remittances were large, they tended to become
sma]]er‘as migrants remained'in the city for longer periods of time and

as their ties to their home villages became hore tenuous.92 The money

that was sent back from cities seems to have been used by rural relatives

to meet social obligations, to pay for marriages, school fees, house re-
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pairs, support of elderly kin and investment in productive activities.
Moreover, a good deal of evidence indicates that the flow is notrsimply
one way, but that during their initial period of residence in the city,
migranﬁs receive money from relatives in rural areas to support them
until they find a job or can earn enough to survive in an urban area.93
Whatever the magnitude of the flow, it is clear that secondary cities

are channels through which money from rural éreas comes to migrants seek-

ing urban employment, and earnings from migrants in the city are sent

to rural villages and towns to help support family and kin.

Secondary Cities as Centers of

Social Transformation

Intermediate citie§ also seem to'play important roles in fostering changes
in attitudes and behavior and in easing the transition from rural to urban
living for people who choose to migrate to the city from farms and villages..
Among the most important social functions of middle-sized cities are

that they encourage and accomhodate social heterogeneity and provide an
environment in which diverse social, ethnic, religious and tribal groUps
can assimilate into urban society. Middle-sized cities accommodate a var-
jety of organizations that socialize rural people in urban areas, support
them during their transition to urban 1iving, and mediate conflicts among
them. The social interaction that takes place in intermediate cities

infuses new attitudes, behavior and lifestyles that are more conducive to
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urban Tiving and to coping with urban problems. Moreover, secondary
cities provide opportunities for economic and social mobility and can
offer new economic and social opportunities to women.

1. Social Heterogeneity and Assimilation

One of the most frequent observatidns in the case histories of secondary
cities reviewed here is that middle-sized cities differ discernably from
smaller towns and villages in their social composition, their mix of
urban and rural lifestyles, and their abi]ify to assimilate different
social, religious, ethnic and cultural groups. Haze]hhrst observed that
in India, for example, "the mu1tip11city of economic functions in the
middle range city is complemented by a corresponding lack of social
homogeneity among those who perform these functions. Thus, middle range
cities &iffer from other cifies where trade and manufacturing tehd to be
controlled by particular social groups, such as a single merchant c1ass,"94
The middle-sized city's role as regional market center is one means by
which it mixes rural and urban peop]e together, first through economic
exchange and then through social interaction. Their first contact with
the city and with urban lifestyles often comes to many rural residents
through market trade. Srivastaba observed in the periodic markets (hats)
of India's industrial city of Ranchi, that

apart from commercial exchange, and an

opportunity to convert kind into cash,

the urban hat provides the occasion for

recreation, e.g. cock-fight, or matri-

monial engagement, or visit to the city

and seeing objects of modern material

civilization. The hat has been a medium
of cultural contact and impact. In the
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‘hat the tribal is partly in his own

natural environment because of his own

ethnic groups transacting business and

the produce of his countryside so

prominent there, and yet the external

world is also present there in the form

of the urban visitor and the urban and

imported commodities.35 |
The social heterogeneity of, and interaction among, people living in middle-
sized cities comes more directly, perhaps, from the city's role in absorb-
ing rural migrants. Attracted to secondary cities because of the economic
opportunities they seem to offer, different groups come into contact with
each other and must live together in some degree of harmony simply to sur-
vive. Ulack points out that as the Philippine secondary city of Iligan
grew as a commercial and manufacturing center, its population became "among
the least homogeneous in terms of cultural composition." He notes that
as people from varied economic, cultural, educational and social back-
grounds were brought together "some of the more valuable traditions and
ideas of one group become apparent and may in time eventually become ac-

96

cepted by another group."

Thus, different social, religious and ethnic groups are not simply thrown
together in middle-sized cities, but these urban centers support a vari-

ety of so;ia] organizations that allow people from different backgrounds to
interact with members of theirkown groups and with those of other backgrounds
while assimilating into urban society. 1In the process of adjusting to

urban life the new residents are exposed to, and often adopt, new ways of
thinking, behaving and doing things that allow them to cope with the

problems and complexities of urban living and to compete for the economic
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and social opportunities that middle-sized cities offer. The richness

of their social organization is noted in many case studies. In the Middle
East, Gulick observed that secondary cities such as Tripoli were large
enough to allow both a degree of anonymity for those who sought it,

and social interaction in a new environment, through ethnic associations,
social organizations, and neighborhood groups that were spawned in the
city. Gulick described the capécity of'these organizations to protect
people in particular social, religious or ethnic groups by allowing

them to associate with people of their own background. The associa~
tions are necessary, Gulick points‘out, because "to each resident of
Tripoli the vast majority of Tripolitans are strangers.“97 People can

insulate themselves, or seek broader associations with others who are

similar or diffefent.

For newly arrived mfgrants from rural areas these organizations offer
shelter, and opportunities for jobs and contacts; they mediate conflicts
and maintain communications among their members and between them and
people who have risen to positions of influence in the city who are
 sympathetic to their advancement. - Ethnic associations in African
cities, for instance, play a variety of roles: ’they help migrants
without families in the city to find housing, jobs, capital to establish
businesses, and loans to help them over difficult times or to take ad-
vantage of promising opportunities to increase their incomes. In much
of the Middle East and in many secondary cities of Africa, Islamic in-

stitutions, for instance, serve not only as channels of acculturation
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into city life, but also provide subsistence for temporary or per-
manent migrants, find jobs for rural youth studying in the city,

and recruit labor for their members who have businesses. Lubeck ob-
served in his study of Kano, Nigeria, that | |

when a student arrives in a city Tike

Kano; he often has a Tetter of intro-
duction, the name of a mallam or a

student of their mallam, or in some

cases the hospitality of a local

Koranic student whom they met in a

rural school. Younger student migrants
usually study in the morning and evening
and work at casual Tabor during the late
morning or afternoon. If there are no
employment opportunities, their subsistence
is provided by the Islamic obligation of
alms-giving. If they possess no lodging, they
are allowed to sleep in the zaure or entry
room which nearly all Hausa compounds
possess.98 :

- In some nays the social functions of these organizations substitute .
for the close family and community ties often found in rural villages.
Both in Kano and in Tripoli, for example, Islamic, Christian and other
religious organizations introduce migrants to new friends, provide

help to the sick, bury those who die, and celebrate at weddings or
christenings. 'They offer opportunities for their members to associate
with other groups in the city, impoée widely shared rules of behavior,
mediate disputes and conflicts and neip repatriate those who fall into
destitution. The associations may also provide’a channel for remitting
income or mobilizing capital for investments in members' home vi]]ages
or towns, and by maintaining contacts with the areas from which members

, 99
came, to disseminate new ideas and innovations in rural areas.
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Urban 1iving also creates pressures that bring changes in fahi]y structure:
a shift from extended to nuclear families, a wéakening of traditional

family obligations and rituals, and a tendency toward having fewer rather
than more children. In larger secondary cities, such as Tripoli, these
changes were already apparent in the early 1960s. Gulick noted that nu-
clear families were dominant in Tripoli by then, and that even extended
households tended to have only a few relatives, rather than three or four
generations, living togéther. Some tréditiona1 obligations were maintained
and others were discarded or infrequently practiced.100

In smaller intermediate cities, or in those in the early stages of urban- .
ization, and for many of the poorer residents and recent migrants, how-
ever, the extended household is one source of sustenance and survival.
Studies of Taegu, Korea, in the 1960s noted that "the extended family was

an especially important social institution,” for it provided most of those :
who came to the growing metropolis with shelter, basic needs and protection. o
Among the poor and for some middle income groups, there are st?ong pres-
sures against maintaining extended families, but some advantages to having
extended households. Selby and Murphy, in their studies of Mexican in-
_termediate cities, and particularly of Oaxaca, point out that "the house-
holder who manages to keep his family together as a contributing cooperative
will do far better than the householder who permits his family to split

into its constituent nuclear groups.“102 Even among the poor, however, the
1ife style in secondary cities makes patrilineal extended families diffiéu1t

to maintain over long periods of time, and competing pressures are felt

among the poor.
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There are even stronger pressures on middle-income families in many sec-
ondary cities to 1imit the number of children. Studies of intermediate
cities in Mexico conclude that the direct contribution to well-being

from additional chi]dren is negative, for dependent children add to house-
hold expenses in the city without providing the labor they often contrib-
ute in rural areas. There are incentives for middle-income families

in secondary cities to maintain extended households, however, if this

adds to tﬂe number of income earners. Even for middle-income families

in cities with a Tow-wage employment structure , the extended household
containing more adult members tends to produce higher total incomes and
relatively better standards of 1iving. Indeed, a distinguishing charac-
teristic‘of middle-income households in many secondary cities of Mexico

is their greater ability than the poor to place a second member of the
family in the work force. In Oaxaca, 37 percent of middle-income families
had a second worker compared to only 19 percent of the poor. In San

Luis Potosi, nearly half of the middle-income households have more than one
member employed compared to 9 percent of the poor; in Mexicali, three
times as many middle-income families had more than one worker than poor
famih’es.m3 Thus, the pace and extent of change in family structure, and
the implications for family size and labor force participation, depends

on income distribution as well as economic structure in secondary cities
of developing countries.

2. Promotion of Social Change and Creation of New Roles and Opportunities

With growth and diversification come a number of changes in the societies

of secondary cities that differentiate them from small towns and rural
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villages. The variety and pervasiveness of social changes that occurred
in Chiangmai, Thailand, not all of which were considered desirable by
long-time residents or by the authors of the case history, are described
by Norantipidungkarn and Hagensick:

The northern trad{tional cultural

patterns with respect to behavior,

dress and beliefs have been diluted

or eliminated among the people of the

new generation. The pace of life has

quickened; competition has become stiffer;

attachment to local neighborhood has faded;

distrust of strangers has increased; wat

/temple/ attendance has declined; and it is

argued that the desire to acquire Tuxury

goods has spoiled many of the residents--

especially the younger generation.104
Debates over the value and desirability of these changes make up a large
part of the commentary in local newspapers and contribute to the ten-
sions that seem to arise between older and younger genrations in many
middle-sized cities. Often, however, the intermediate cities are large
and diversified enough to accommodate both tradition and change. Many of
the case histories describe the adaptations in social arrangements, land
uses, organiztional structures and patterns of behavior found in secondary
‘cities that allow people to cope with urban 1living. What to the Western
eye may seem to be a chaotic mixture of land uses in many secondary cities
of developing countries, as compared to the more "orderly" segregation and
separation of land uses in many North American and European cities, for
example, reflect in part this ability of residents of intermediate cities
in Asia, Africa and Latin America to adjust to rapidly changing social

and economic conditions. The mixture of land uses in most Asian cities,
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for instance, plays important social functions. Pannell pointed out in
. his study of the growing city of Taichung, Taiwan, that mixed land uses
allow people to watch over and protect their possessidns, and prevent
the incursion of crime within their neighborhood:

Why does a jeweler on the main street

of Taichung prefer to live above his

shop rather than in a single-family

dwelling one-half mile or more away?

He can watch over his shop at night,

he can ask his wife or son to attend

to it if he feels i11 or tired; he can

keep his shop open late at night and

open and close it very conveniently;

he can take his meals easily and com-

fortably, while he keeps his shop open;

he has the advantage of an excellent

location for shopping, recreation and

attending to his other personal affairs

if he so desires.105
In cities where transportation is often expensive or inconvenient, mixed
land uses can reduce travel time between home and work, and place commerc-
ial, service, recreational or other activities within easy walking or

cycling distance to much of the population.

New opportunities are also created in mény intermediate cities, especially,
for women, that are unavailable or unacceptable in smaller towns and rural
villages. In many African and.Asian cities, for example, women have new
or expanded opportunities to engage in business, trade, or professional
activities. Indeed, women have come to play an important role in the com-
mercial 1ife of middle-sized cities throughout Asia and Africa. Trager
points out in her study of females in the economy of Ilesha, Nigeria,

that Yoruba women participate actively in local commerce, not only as traders,
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but also as brokers, intermediaries, wholesalers and lenders; and indeed,
“they make decisions about and carry out most of the distribution functions
within the internal marketing system."]06 Their earnings make a signif-
icant contribution to family income; those that are not used to buy more
goods for trading are put into family savings, used to buy household or

personal goods, or for chi]dfens' education.

THE IMPACT OF SECONDARY CITIES ON REGIONAL
INTEGRATION AND DEVELOPMENT

A number of the case studies reviewed here point out that secondary cit-
ies can have a pervasive impact on their regions by diffusing new ideas,
creating economic opportunities for people living in nearby towns and
villages, extending services into their peripheries, generating new
employment and integrating towns and vi]lagés in surrounding rural areas
into the regional economy. The degree to which any particular middle-
sized city performs these functions, however, is not easy to determine
and, as ndted in Chapter Three, not all secondary cities perform re-
gional integration and development functions well. Some cities have not
emerged as catalysts for development, but instead have exploited the re-
sources of their regions to promote their own growth and development.
But most urban economies have some stimulative aspects and they must be
better understood in order to reinforce and expand those activities that
will generate higher levels of productivity and income for people living

in secondary urban centers and their rural hinterlands.
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Diffusion, Linkage and Integration

To a large extent, the diffusion and integration functions of secondary
cities are performed through their other roles as centers of public and
social services, as central p]aces'for the provision of commercial and
personal services, as centers of manufacturing, transport and commun-
jcations, as absorbers of rural migrants, As éenters'of social trans-
formation, and especially as regional marketing, agro-processing and
trade centers. Some studies have shown that the trade and exchange
functions of middle-sized cities are among the stongest forces for stim—
ulating economic development and integrating urban and rural settlements
within regions, in both developing and Western countr‘ies.]07 Skinner
found that early in China's history, larger towns and cities with re-
gional marketing functions integrated rural areas within their fields

of market influence to form a well-ordered and highly-articulated hier-
archy of settlements through which people 1fving in the countryside had
easy access to economic and social functions supported by towns and cit-
ies of various sizes. Intermediate cities encompassed smaller market
areas, supplied villages and towns with many godds and services, and pro-
vided outlets for rural products.’ Intermediate cities had two sefvice
areas--those nearby villages from which people attended the urban market
reqularly, and more distant villages from which people came periodically,
or to which itinerant merchants went to collect products for resale in
the city. Skinner found that "an intermediate market town functions as
the nucleus not only of the larger intermediate market system but also
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of a smaller marketing system."
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The case histories of many of the contemporary secondary cities reviewed
here also refer to their impact in diffusing innovation, Tinking rural
villages and towns to the urban economy, and integrating urban and rural
sectors through a variety of administrative, social, economic and polit-
ical interactions. But the difficulty of determining the degree to which
secondary cities diffuse innovation and the benefits of urban growth,

and integrate their rural hinterlands into the urban economy, stems in
part from the fact that as cities grow they tend to become more autonom-
ous from their regions in some respects as well as more dependent on them
in others. This mixture of regional integration and autonomy is clearly
noted in Hazelhurst's description of middle-range cities in India and is
most apparent in the patterns of marketing and business transaction, in
which merchants and traders have different sets of criteria for doing bus-
iness with local residents and “outsider-s."]09 The large role that markets
play in the economy of smaller intermediate cities, and.even in the econ-
omies of secondary metropolises, is evidence of extensive interaction
between city and countryside. "In India, regional integration of the
middle city with the surrounding countryside is maintained by the bazaar
economy, through which relationships are established between shopkeepers
and their clientele,” Hazelhurst points out. "A second Tevel of regional
integration is maintained by collateral relationships among]Tgrchants

within a city and between merchants in neighboring cities."

In many African secondary cities urban brokers, distributors and traders

play an important role in linking rural and urban economies. Trager ob-
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serves that in Ilesha, Nigeria, urban m{ddlemen play an important role

in bulking agricultural products in village markets and on individual
farms. They resell some products to other intermediaries for redistribu-
tion to more distant cities and towns, buy manufactured goods in larger
cities such as Ibadan and Lagos, and sell them to traders in Ilesha and
to farmers in smaller towns and villages in Ilesha's trading area, as
well as in the Ilesha market.]]] The distance of trade ranges from less
than ten miles for local goods to several hundred miles for manufactured
products. In many African and other developing countries, urban middlemen
not only trade products, but information and gossip, spread the word
about new 1ifestyles and new ways of farmina, and form a human communi-

cations network that is sometimes more efficient than a technological

system.

As most secondary cities in Africa have grown larger, their marketing
areas have expanded and their Tinkages with other cities and towns have
become more extensive. Jones notes that as Ibadan grew into an intermed-
iate city its “"staple supply hinterland wound around and leaped over the
supply hinterland of neighboring cities,” encompassing them in much the
same way that larger markets encompassed smaller ones in China and in
many Western nations. Before the growth of Ibadan, the market areas

of smaller cities such as Ilorin and Ilesha were "arranged like tiles
across the landscape with éach 1ittle city surroundéd by its farmlands,
from which came its basic food supply." But when Ibadan's growth created

cemands that were beyond the ability of its hinterlands to meet, the city's
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merchants reached out to other cities and their hinterlands to obtain
supplies' and the marketing interactions drew these other éities and rural
areas into Ibadan's area of market 1'nf1uence.”2

In developing countries where'urbanization is widespread, the growth of
secondary cities tends not only to integrate towns and villages into the ur-
ban system, but to articulate the settlement system as well; that is, to
promote the growth of smaller towns into larger ones capable of supporting
more and higher order functions, and tends to generate a rank ordering

of towns in a hierarchical fashion in the area surrouhdinj the intermed-
ijate city. Ajaegbu observed this articulation and integration of settle-
ments in areas surrounding middle-sized cities in Nigeria and noted that
the relationships among centers and between them and their surrounding
towns and villages "are very complex and dynamic." He observes that |

as larger numbers of towns grow to bigger size, functions are more widely
dispersed throughout a region and throughout the country. "More centres are
today being looked upon for functions of the high or highest order than
hitherto," he found. "More subgrouping of settlements in the natural |
hierarchy has occurred as a result of the various levels of deconcentration
of central place functions.'."”3

A similar process seems to have occurred in some developing countries--

in Asié, notably Taiwan and South Korea, where urbanization and industrial-
ization have been rapid during the past quarter of a century. .Moreover,
the spread of modern services and facilities from the secondary cities

seems to have increased the productivity, income and living standards of
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people residing in rural areas immediately surrounding the cities. Park's
~analysis of the rural areas surrounding Taegu, Korea, during its period
of rapid growth during the 1960s concluded that rural roads, educational
facilities, public services and utilities were far better in those

towns and villages than in areas more remote from the city. Farmers

in nearby areas had greater access to transportation, farm machineky, and
agricultural supplies and equipment.]44 Moreover, the city provided em-
ployment for rural youth from nearby villages, allowing them to supple;
ment their incomes, become socialized into urban life and yet remain in
their rural homes and participate in farm work during peak periods of
agricultural act1‘v1’ty.n5 |

The dissemination of information, innovation and urban attitudes and behav-
ior takes place not only through these mechanisms, but through others

as well. A study by Collier and Lal for the World Bank found that in
Kenya, employment of rural migrants in'cities not only provided a steady
stream of remittances to rural villages, but explained the relatively
high level of agricultural innovation among smallholders. The remit-
tances were a major source of funding for the adoption and use of new
agricultural technology. "It appears that educated rural-urban migrants
w ith formal sector jobs are the major source of urban-based off-farm
income, which in turn is the major determinant of the levels of small-
holder innovation," they concluded. "Thus, the faster urban formal sec-
tor employment grows, the greater aré the urban based non-farm income
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streams and hence the faster the spread of innovation among smallholders."
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Mortimore's studies of the rural villages and towns around Kano, Nigeria,
also indicate the degree to which secondary cities can intensify com-
mercial agriculture, increase noﬁagricu]tura] occupations in nearby
villages, raise off-farm income, and stimulate cottage industry. Popu-
lation density and trade relationships with Kano became stronger for vil-
lages in the "close-settled zone" ardund the city as its area of economic
influence expanded. Moreover, weaving and other cottage industries that
provided goods for the market in Kano tended to make up for any defic-
iencies in agricultural output that may have occurred from the shift

in occupational structure in the villages. "“The close ties between town
and country,"” Mortimore notes, "has played an essential part in the growth
of the zone."”7

Although most caSe studies highlight the stimulating influence of urban
growth on the surrounding areas of the city, in some regions agricultural
and rural development have stimulated urban economic growth, and the forces
for regional 1ntegratioh have come from rural areas. This seems to have been
the case in Meerut City, in India, where Sundaram found that rising pro-
ductivity in rural areas of Meerut District due to the application of "Green
Revolution" technology created demand for farms supplies and equipment pro-
duced in the city, generated more trips by farmers to the urban center, and
increased the frequency of visits for shopping, business and entertainment,
thereby forging “"closer economic relations of the rural Sector with the
urban sector."n8 Moreover, the growing prosperity of the countryside led

to diversification within villages, encouraged rural industrialization, and
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"created the need for urban markets, raw-materials, know-how and skfilled
manpower -and thus had led to the closer interaction of the rural areas
with the city." In addition, the extension of social infrastructure and
public services into rural areas from Meerut City, according to Sundaram,
"has strengthened the linkages with urban institutions concerned with
health, education and culture and has increased rural-urban interaction"
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in service as well as commercial activities.

Limited Areas of Influence and the

Need for a System of Secondary Cities

Although intermediate cities can have strong and pervasive impacts on the
development of their regions, the areas of influence are clearly limited
and the impact of the city on villages and towns declines with distance,
depending on the size and economic diversity of the secondary cities. From
his studies of diffusion influences in Latin America, Stohr suggests that
in early stages of urbanization and development, when communications and
transport systems are weak, diffusion of innovation depends less on city
size relationships than on physical distance among settlements. Those
places nearer intermediate cities of any size are likely to be exposed to
new ideas and methods more quickly than remote sett]ements.120 But the
extent of the "spread effects" of development from secondary cities has
been the subject of debate among planners and development analysts over

the past few years, and there is still relatively 1ittle data on which

to base firm conclusions.
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Using nearly two dozen socio-economic variables in the analysis of the
incidence of development in the vicinity of Medellin, Colombia, Gilbert
found that in the mid-1960s development scores were higher for communities
within a 25 km. band around the city than elsewhere in the province and
dropped sharply for towns more than 50 kms. from Medellin. Gilbert notes
that in every case, the municipios within 50 kms. of Medellin showed higher
values than those outside of this band and varied in direct relation to
their distance from the centre within the 50 km. circle. Outside the band
there was a gradual decline with distance up to 150 kms. and in certain
cases beyond."]Z] Gilbert tentatively concluded, as have other analysts,
that social services and infrastructure improvements in larger urban

centers do diffuse throughout the immediate areas surrounding them, but

that they become relatively weak in areas farther away from the city.

One conclusion that can be drawn from this, and other analyses of the im-
pact of secondary cities, is that the creation of isolated industrial "growth
poles" in rural regions of a developing country is not sufficient to stim-
ulate widespread economic growth in rural areas, nor to spread the benefits
of urbanization equitably throughout a developing country. Because the
spread effects tend to weaken rather rapidly with distance, a system of
secondary cities connected to smaller cities and towns--which in turn

are linked to rural villages and farm areas--seems necessary to ensure the
diffusion of innovation, the integration of urban aqurural areas, and the

stimulation of economic activities within a region. Moreover, simply

creating a system of secondary cities, alone, does not seem to be suffic-
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ient to achieve the benefits of urbanization. Stohr noted in his analyses
of Latin America that the existence of smaller cities and towns to which
innovations, capital investment, services, facilities and productive op-
portunities can be spread seems to be a condition for making intermediate
cities more developmental. He argues that

if an intermediate--sized (and fast
growing) city exists in a region but
no lower ranking cities exist (e.qg.

a mining town in an otherwise little
developed resource frontier), the
city will become an enclave and
develop at the expense of the rest
of the region. It therefore seems
that, when talking about growth
centres, we are dealing with a chain
process where the actual efficiency
of each 1ink is determined not only
by its own strength but by that of
its superior links (for supplying
impulses) and by that of its subordi-
nate links (for receiving 1'mpu1ses).]23

Misra and Sundaram come to similar conclusions in their analysis of indus-
trial growth poles in India; they claim that in many, thé spread effects

of concentrated industrial development have been narrowly constrained be-
cause the linkages between the growth poles and rural areas and towns

in their regions are weak. "What is clear," they conclude, "is the

fact that unless the new growth centres are planned as regional centers
capable of serving the region they are located in, they cannot become
instruments of moder*m’zation."]24 It is this combination of internal and
external linkages that seems to make secondary cities catalysts for devel-
opment. Stohr argues that the only cities in Latin America that have

been ab]e to act effectively as regional growth centers are those that
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have developed a combination of externally~oriented and regionally-based
economic activities, characteristics that until recently, only coastal
cities and national capitals have acquired in most Latin American
countries. These cities, "while producing for extra-regional (national

or international) demand, usually possess sufficient integration between
regional supply factors (capital, technology, labour, societal innova-
tion) and regiona1]gemand (effective purchasing power) to provide for self-

sustained growth."

Although the experience in countries that have attempted to promote wide-
spread urbanization, decentralize industria]izétion, and build on the
agricultural, service, commercial and trade functions of middle-sized
cities has not been Systematicél1y analyzed--largely because the experi-
ments have been so recent--there is some evidence from Brazil, Korea,
Taiwan, India and China that the emergence of a system of secondary cities
can have a positive effect on both reducing the polarization of the urban
settlement system and Stimu]ating development in rural ar'eas.]24 Much

of the initiative must come from national governments with investment
resources to build up the capacities of secondary cities to serve their
regions and to meet external demand. But a good deal of the effort must
also come from within secondary cities, and that initiative depends on the .
strength of po]itica]kwill to create more balanced economic growth within

a region and to use the economic resources of the city to stimulate develop-
ment in the countryside. As noted in Chapter Three, many of %he factors

that affect the degree to which secondary cities become developmental
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depénds on the attitudes and actions of public and business leaders within
~the city. This is confirmed in one of the few studies of a region in

which political forces affecting a city's impact on its region were ex-
amined in detail. Spodek found in his study of Saurashtra, India, that
"under appropriate circumstances the city could function as market place

and growth pole, but only when the dominant political interests wished it
to." He concluded that in this region the cities "became most productive
economically after independence as a new interest group, desiring balanced
economic growth, came to power. The urban sector served the political inter~
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ests which dominated it and requlated its character."

Similar conclusions can be drawn from Taiwan's experience during the 1960s
and from Korea's during the 19705.]26 These lessons seem to have been
learned well by the mainland Chinese government during the 1960s and 1970s.
During the period when its highest priorities were to attain widespread
and geographically equitable development, policies were aimed at care-
fully allocating investments among cities of different sizes to promote
more widespread distribution of income, to reduce regional disparities,
and to create a hierarchy of se£t]ements capable of performing different
functions within each region and throughout the country.]27 The Chinese
used three levels of municipalities--provincial capitals, prefecture
capitals and rural towns or hsien cities--to decentralize economic ac-
tivities. The provincial capitals received the bulk of investments for

heavy industry-iron, steel, machinery, textiles, motor vehicles and

farm equipment--modern infrastructure, heavy utilities, and major highways.
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Prefectural cities received funds for investments in 1ight industry,
agro-processing, simple machine tools, electric motors and 1ight farm
machinery, and those manufacturing activities using intermediate technol-
ogy, and locally available materials. The hsien cities were conceived of
as centers of direct urban-rural interaction and were designed to provide
small components for manufacturing establishments in larger cities and

farm inputs to rural villages. ﬂ§i§ﬂ_cities were made responsible prim-
arily for the production of energy, cement, fertilizer, iron and simple
farm implements, for repair of agricultural equipment, and other production

functions that could be performed by small-scale units.

In all cases, the Chinese reinforced the existing system of cities,

rather than creating "newtowns." Chang observed that "the overwhelming
majority of the hsien cities today were walled cities in imperial times and
the present regime has simply transformed the old administrative centers
into local industrié] production centers, thus enhancing and endowing

their traditional urban network with modern techno]ogy."]28 As smaller
cities grew in population they were upgraded in classification from small
to intermediate cities and allocated new functions. One analyst estimates
that from 1953 to 1972 the number of cities with from 50,000 to 100,000
population increased from 71 to 105, and those with from 100,000 to 500,000
increased from 77 to 91.]29

Perhaps the most important factor in China's apparent success with decen-

tralized urbanization policy was that smaller intermediate cities were

closely linked to activities in their rural hinterlands and that their
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industrial functions were run main]y to increase the productivity of
rural people. China attained a surprisingly uniform distribution of
middle-sized cities by the early 1970s, given the diversity among regions
in natural resource endowments, physical conditions and economic capabil-
ity. As a result of its intermediate city development strategy a base
was established for redistributing urban population and productive ac-
tivities. Population growth was slowed in the largest cities‘while it
increased in intermediate and smaller urban centers. Chang predicts

that as a result of these policies "the largest cities will 1ikely in-
crease at the slowest rate, while the most rapid growth rate should occur
in settlements with a population under’50,000, which in many ways have
closer ties to the modernization process in rural areas."]30 Although
little is known about spatial development policies in China since the
death of Mao, there is nothing inherently contradictory between the
accelerated modernization policies of the new regimes and the spatial
system that was shaped during the period prior to 1972. Indeed, if
equitable growth is still an important goal, and a great deal of evidence
suggests that it is, the network of intermediate cities that was built
during the 1950s and 1960s should provide a broad base for industrializa-
tion and modernization in China in the 1’uture.]31

In brief, the case histories and studies of secondary cities in developing
countries suggest that they can perform a wide variety of social, economic

and service functions that are important to regional and national develop-

ment, although all secondary cities do not perform all of these functions
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and some do not perform them well. Moreover, under proper conditions,
secondaky cities can be forces for the development of their hinterlands
and for integrating urban and rural areas within developing regions.
Creation of industrial "growth poles" in the ways attempted by many
countries during the 1960s, however, seems to be neither appropriate

nor sufficient to generate widespread development. The service,
distribution, commercial, marketing, agro-processing and other functions
of secondary cities may offer a far better base for stimulating their
growth than large-scale manufacturing. And eveﬁ if industrialization is
the basis for secondary city development, it is clear that the economic
activities encouraged within secondary cities must create and serve reg-
ional demand as well as external markets. Moreover, because of the limited
distance over which the "spread effects" of urban economic and social
activities seem to distribute benefits, isolated growth poles within rural
regions are unlikely to have much impact. A well-distributed system of
secondary cities seems to be needed to ensure that the benefits of urban
growth spread to towns and villages in rural regions. Secondary cities,
in turn, must be linked to smaller cities and market centers for innova-
tions and economic stimulants to make their way "down" the hierarchy of
settlements and "outward" from the urban core. Unless they were linked

to both larger and smaller settlements, the industrial growth poles created
during the 1960s and 1970s simply became enclaves of urban development
without generating benefits for their regions. The creation of a system of -

secondary cities may allow these larger urban centers to increase the access
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of rural people to their urban services and facilities, job opportunities,

and amenities more effectively.

But whether secondary cities grow spontaneously or their growth is stim-
ulated by government investment, their development creates new problems
as well as new opportunities, and both must be considered in international

assistance programs and national development strategies.
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CHAPTER FIVE
STRATEGIES FOR SECONDARY CITY DEVELOPMENT

The economic and political forces that have created inefficient and undesirable
patterns of urbanization in many developing countries are unlikely to change
automatically, and it is equally unlikely that strong systems of secondary
cities will emerge without deliberate and consistent government interventions.
But whether secondary cities grow spontaneously or as the result of planned
government policies, their development creates new and more complex social,
physical and economic problems. New demands are made by growing populations
for basic services and facilities, the extension of infrastructure and
utilities, more and better jobs, housing, education and health care, and for
amenities usually associated with urban 1iving. Support services and infra-
structure become more important in the local economy, individual location
decisions create costs or benefits for the city as a whole, and investment in
social overhead capital becomes more crucial for attracting investment in
directly productive activities. The ability of local and national governments
to meet these demands and satisfy these needs determines, to a large extent,
the capacity of intermediate cities to continue growing and performing important

development functions.

The challenge for international assistance organizations and national governments
in the Third World is to find effective and appropriate ways to help local
governments and private investors to strengthen the economies and service
delivery capacities of secondary cities, both through direct investment in
intermediate cities and through other national policies that have spatial

implications. Assistance is required in two areas: first, in formulating
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national urbanization strategies for developing well-integrated systems of
secondary’cities; and second, in helping city governments to solve the

complex problems of managing urban growth.
FORMULATING NATIONAL POLICIES FOR SECONDARY CITY DEVELOPMENT

Perhaps the most important role tﬁat international assistance organizations
can play in those countries where national governments have committed them-
selves to pursuing secondary city development is to help formulate national
urbanization strategies. An overall strateqy for secondary city development
is necessary because, as noted in Chapter One, there are no universally
applicable or optimal settlement patterns. Each country must attempt to shape
its settlement system to meet its own national economic and social objectives,
within its own resource constraints, and at pace with its own economic, admin-
istrative and technological capacities. This study provides some evidence
that secondary cities can play important roles in balancing the distribution
of urban population and economic activities, in stimulating rural development
and in generating more socially and geographically equitable distributions of
the benefits of urbanization when intermediate urban centers are economically
strong and linked to each other and to larger and smaller settlements within

their regions.

Given a well-conceived set of economic and social goa]s, developing countries
must fashion their own unique strategies for generating a strong, widely
dispersed and spatially integrated system of secondary cities. The objectives
of promoting more balanced urbaniiation and greater equity in the distribution
of its benefits do not imply that all secondary cities must be developed

simultaneously or that national resources must be distributed equally among
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them. Obviously, most developing counfries have sufficient resources only to
approach these objectives incrementally. Achieying a more balanced and
equitable urban system in the long run may require unequal distributions of
resources and investments among cities and regions in the short run. The
problems of polarized spatial development and the deficiencies in the middle
level of the urban hierarchy in most developing nations came about because of
the skewed distribution of national investments, and their solutions may also
require unequal distributions of national resources that favor intermediate

urban centers.

A variety of factors determine the extent to which resources can and should be
focused on the development of secondary cities and the degree of deconcentrated
urbanization that is feasible or desirable at any given time. Baldwin has
identified ahd described some of those factors:  the cost of urbanization,

the amount of national resources available to influence the pace and direction
of urbanization, existing population distribution and density, the existing
pattern of 1nfrastructure‘development, the existing pattern of 1inkages among
settlements, the degree to which economies of scale now exist in settlements,
country size and topography, political feasibility, and administrative and

technical capacity to promote different patterns of urbanization.]

In those countries where national governments are seeking to formulate strategies

for secondary city development, four actions seem essential. They include:

1. Strengthening the economies of existing secondary cities by:
a) extending basic social services and municipal facilities and infrastructure
that support productive activities and improve human resources; b) improving

the physical structure of secondary cities to make them more efficient and
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conducive to productive economic activities; c) strengthening the economic
base and employment structure of secondary cities; and d) strengthening the
planning, administrative and financial capacity of local governments to manage
intermediate city growth and development;

2. Stimulating the growth and diversification of smaller towns and
market centers to increase the number and geographic distribution of middle-
sized cities within the national settlement system; and,

3. Strengthening tne pnysical, economic, social and political linkages
among secondary cities and between them and larger and smaller settlements
needed to provide greater access to urban services, facilities and job oppor-
tunities to people living in rural areas, and to create an integrated system
of intermediate urban centers through which the benefits of urbanization and

economic development can be spread more widely.

Strengthening Existing Secondary Cities

Many of the specific ways in which secondary cities can be strengthened will be
discussed later in this chapter. But it should be noted here that developing
the middle level of the urban hierarchy requires not only policies that meet
the needs and solve the problems of intermediate cities, but also complementary
national and international economic policies that are conducive to secondary
city growth. The present patterns of urbanization in developing countries
often reflect and are influenced by non-spatial development decisions. Policies
on import substitution, trade regulations, foreign investments, migration
control, monetary regulations, tax, wage and price laws, land reform, and the
structure of government organization may all, indirectly, affect tﬁe spatial
pattern of economic development within a country and determine the degree to

which secondary cities can compete with primate cities or national capita1s.2
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Moreover, it seems clear that policies must é]so be formulated to restrict

or slow the expansion of the largest metropolitan areas and primate cities.
Expefiencq suggests that this is difficult to do until there are at least
some secondary cities that are able to support high population threshold
activities that would normally locate in the primate city. But countries such
as South Korea have experimented witn a number of programs fof restrict1hg the
flow of migrants to the capité] and redirecting people and educational,
industrial and commercial activities, to secondary urban centers. The Korean
government, over the past decade, has restricted the expansion of higher
education institutions in Seoul, and is requiring branches of major universities to
be located in cities outside of the capital's metropolitan area. It has
restricted the construction of new high schools in the capital, provided funds
to increase educational services in regional centers, and made the transfer

of high school students to Seoul more difficult. The Korean government has
also taken actions that raise the costs of or make it more difficult for

large industries to Tocate in Seoul through zoning regulations, construction
permits for factory building or expansion, and financial fncentives for
industrial re1ocat1’on.3 Although Seoul has continued to grow, its rate of
growth during the past decade has been lower than in previous years. If
seems essential that strategies for strengthening secondary cities include
policies for making location in the primate city more costly for both individuals

and businesses.

The importance of having a deliberate and well-conceived national spatial
strategy is reflected in the experience of both socialist and capitalist
countries. The Peoples Republic of China's strategy, described earlier, was to

pursue secondary city development as an Integral part of a national policy
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for strengthening the roles and functions of cities and towns of all sizes

and for developing rural areas. South Korea, through quite different methads,
has attempted to do the same. Its industrialization policies over tﬁe past
decade have been aimed not only at increasing export production and output

for domestic consumption, but also at generating and dispersing industrial
employment and using small- and medium-scale industries to stabi]ize the
economies and populations of rural areas. Its spatial policies have been
integrated with economic p61icies to ensure that sufficient industrial land is
évai]ab]e outside of the primate city to allow for a rapid increase in employ-
ment and production. They seek to disperse population from the two largest
metropolitan centers and encourage a more balanced -distribution of urban popula-
tion; to create job opportunities in rural regions and foster development in
~economically lagging areas; and to achieve a "more rational allocation of

industrial activities throughout the country."4

At the beginning of the 1980s, the Korean government édopted a national

spatial development strategy that would create a well-articulated and integrated
hierarchy of urban centers in which secondary cities would play a crucial role.
Urban centers were c1assified into four categories based on their spatial

and functional relations with other urban places:

1. Metropolitan Centers--such as Seoul and Pusan--in which national
central management functions and highly specialized social and economic
activities serving the entire country would be concentrated;

2. Regional Centers--such as Gwangju and Taegu--in which high level
commercial and administrative functions wou1d be located;

3. Regional Service Centers--secondary cities in which central place

functions would be located or encouraged to serve both urban residents and



- 2b6 -

those 1iving in outlying and rural areas;

4. Rural Service Centers--smaller cities and market towns in which
administrative, service, commercial, small manufacturing, agro-processing
and marketing activities would be encouraged to serve the rural population;
and

5. Satellite Centers--performing complementary social and economic

functions for the largest metropolitan areas.5

The Korean urban strategy attempts to guide and direct national land development
in a way that will "integrate large cities, medium, small cities and surrounding
regions" within the settlement system, The country was divided into metropolitan
and urban regions within which cities and towns would be classified and assigned
special functions. The government earmarked special investments for each type

of urban center. Transportation corridors were created to 1ink metropolitan
regional centers with each other and with Seoul by highway, rail, sea and air,

and by energy and fuel pipeline systems.6

Economic incentives and regulation were used to encourage the location of
export industfies in port cities, such as Incheon and Pusan. Heavy chemical,
fertilizer, cement and petroleum refining industries were encouraged to locate
in government-created industrial estates in coastal cities such as Pohang,
Ulsan, Jinhae, Yeosu and Mogpo. Small and medium industries were encouraged
to locate in inland secondary cities such as Taegu, Daejeon, Chuncheon,
Jeongju, Iri and Gwangju, which were provided with infrastructure, supporting
sérvices, and sometimes, industrial estates. Financial incentives and other
inducements were given to manufacturing firms to locate in secondary c1’t1'es.7

Moreover, during the 1960s and 1970s the Korean government used public investment
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in social overhead capital to increase the growth potential and employment
capacity of intermediate cities. It invested heavily in electrical generating
capacity, housing, and highway construction in and around selected inland
cities ahd improved the cargo handling capacity and transportation access of
coastal cities. It used the existing secondary cities as a base for creating
growth centers rather than creating new growth poles. Thus, even though it
somewhat mistakenly calls its strategy a "growth pole" p011cy, the Korean
government has been strengthening and developing a widely dispersed system of

secondary urban centers.

The World Bank has suggesfed similar approaches in other developing countries
and notes that building up the existing system of cities can be much more
effective than trying to create a few new growth poles. The World Bank mission
to Thailand suggested that the more evolutionary strategy of strengthening |
existing regional centers through "better exploitation of local entrepreneurship
and productive resources" would also be more effective in achieving interregional
equity than concentrating investments in export production in one or two
industrial growth po]es.8 Bank analysts identified three essential elements

of a strategy for secondary city development in Thailand:

1. Reducing the large gaps in services and infrastructure standards
between the primate city--Bangkok--and other cities and towns within the
country;

2. Altering industrial location incentives and related industrial
promotion policies so that Tabor-intensive industries could locate in regional
urban centers; and

3. Formulating and pursuing a coherent program of govermment invest-

ment in services and facilities to promote growth initially in those secondary
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cities with the strongest development potentia1.9

The Bank mission also suggested a policy of “domestic import substitution"

to expand broductive capacity within secondary cities, It called for a program
to encourage manufacturing of goods used in secondary cities or their rural
hinterlands within intermediate urban centers, closer to their markets,

rather than in Bangkok, where government incentives and subsidies for industry

now attract nearly all large 'industr'ies.]0

Although Tittle is yet known about the efficacy of national policies for
changing urbanization and spatial development patterns, there are at least
five actions that national and local governments can take to affect the
economies of secondary cities. Friedly notes that these include:

1. Location of government's own facilities, offices and enterprises
in ways that attract related activities to particular cities or various
sections or districts within cities;

2. Government controls on private sector office,vbusiness or
manufacturing activities through permits, taxes and penalities;

3. Public inducements to private sector activities through subsidies,
tax concessions, grants, and provision of required infrastructure to locate
in specific cities or sections of cities;

4. Location of public services, facilities, infrastructure and
utilities that are needed by various economic activities in particular cities
or sections of cities so that the costs of conducting businesses there will
be lower than in other places; and

5. Indirect methods of government regulation on land use and costs,
economic controls and allocation of government expenditures to encourage or

discourage development in particular cities or sections of cities.l]
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The problem of choosing which cities to favor through govermment
action is, of course, a complex and politically sensitive one that must
depend on careful analysis within each country. Although there are no uni-
versally applicable standards, Mosely has suggested some broad criteria
that may be useful in choosing the initial cities for concentrated investment:

1. Location--existing or potential inter- and intra-kegiona1 access-
ibility, and potential for becoming a service center for a wide area;

2. Human Resources--the size, occupational range, quality and
diversity of the labor force, the qua1ity of local leadership, entrepreneurial
ability, and attitudes of government and business leaders toward local
development; |

3. Service Capacity--the existence of, or potential capgcity to
provide, a wide range of services and facilities needed to attract industry,
business and professionals; and

4. Past Growth Performance--indications that the city already has
some capacity to create new employment opportunities and to attract new

business and industry.12

In formulating strategies for secondary city development, Mosely suggests

that careful attention be paid to the distinction between active and reinforcing
policies. The former seek to change the present pattern of development in
secondary cities and to make them stronger catalysts for generating economic
growth, while the latter seek to support and accelerate changes already taking

place.

These and other criteria for selecting intermediate cities for deyelopment
usually stress existing capacity and are most likely to favor the larger

secondary metropolises that already have agglomeration economies and a
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concentration of seryices and facilities that will support more diversified
economies. But if the middle level of the urban hierarchy is to be expanded,
then weaker secondary cities, smaller towns and rural market centers must
also eventually receive public investments in infrastructure and services,
attract more diversified economic activities and increase their population

size.

Up-grading Smaller Cities and Towns to Intermediate Size

Cities of from 30,000 to 100,000 population that function as rural or regional
service and commercial centers and rural market towns can, potentially,

perform important roles in linking smaller settlements and intermediate cities
and in spreading the benefits of urban development. With appropriate concen-
trations of investment these towns may be induced to grow to middle size and
perform intermediate economic and social functions. Rondinelli and Ruddle

have noted that such cities and towns already perform important development
functions in many developing countries. They act as administrative centers

for districts or provinces. They often support basic health services including
a physician, nurse, dentist, and maternity and health clinics. Usually they
have an agricultural extension office, post office, primary and sometimes
secondary schools, and a wide variety of small-scale commercial activities.

In most towns and cities of this size the marketplace is the center of retail
trade; it provides the major source of perishable foodstuffs and is the major
outlet for surplus agricultural goods from the surrounding rural areas. The
market is also the primary source of packaged, processed and manufactured goods
for rural consumers. Market towns and service centers are usually linked to
larger cities by surfaced roads in all but the most remote regions of developing

countries, and are connected to smaller towns and villages by access roads.13
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Investments 1in servfce centers and market towns should be aimed at strength-
ening their existing functions and stimd]ating growth. But if markets are

fo serve as growth points in developing nations, they must perform a wider
range of functions and offer a greater variety of services and commodities

than they usually do. A diversified set of enterprises must be encouraged to
grow in market towns so that the benefits of association and proximity can
provide economies of scale that allow them to thrive and to attract still

other economic activities. As the number of trading, manufacturing and service
industries grow in one center, there is a strong probability that the total

demand for all services will grow and that the towns' service aréas will expand.

Both intermediate cities and smaller service and market towns that are chosen
for concentrated investment by the national government should be strategic
locations that will contribute to regional development. Richardson has
suggested four ways of building up the intermediate level of the settlement
hierarchy. They include:

1. Promoting the growth of small and middle-sized cities that are close
enough to major metropolitan centers to benefit from their agglomeration
advantages, yet that are not so close that they are "swallowed up" in the
growth and expansion of the metropolis;

2. Promoting the growth of secondary cities and market towns far away
from the largest metropolises or the primate city, as a counter-magnet to
attract rural migrants and high threshold economic activities that currently
locate in the primate city;

3. Developing smaller cities in underdeveloped and sparsely populated

rural regions to sizes that will begin to generate agglomeration economies; and
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4. Developing transportation axes that connect existing and potential
intermediate cities and which create conditions conducive to the growth of
multiple mid-point centers or nodal centers at terminal points or "breaks"

in the transportation netwonr*k..|4

Methodologies already exist for analyzing national and regional spatial

systems to identify settlements that might be developed or upgraded. USAID

has tested a macro-spatial analysis methodology through its “"Urban Functions

in Rural Development" projects in the Philippines, Bolivia, the Cameroons,

Upper Volta and a few cher countries, for insténce, and similar methods of
analysis have been used by the Ford Foundation in India and Indonesia for
determining the characteristics of the existing hierarchy of settlements and for
guaging the strengths of linkages among secondary and smaller cities. USAID's
methodology involves ten phases:

1. Analysis of the demographic, social, economic and physical character-
istics of the region under study that serves as a data inventory for planning
and as a baseline study for monitoring and evaluating changes in the settlement
system;

2. An analysis of the existing spatial structure that describes elements
of the settlement system, the functional complexity and centrality of settlements,
the hierarchy of central places, and the distribution and patterns of association
among functions within the study area;

3. Description and analysis of the major socio-economic, organizational
and physical linkages among settlements within the study area and between them
and settlements located in other regions of the country;

4. Mapping of information obtained from the functional cemplexity, settle-

ment hierarchy, and spatial linkage analyses to determine the "areas of influence"
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or service areas of settlements in various functional categories within the
study area;

5. Delineation of areas where linkages are weak or non-existent, and
of marginal areas that are not served.by central places, or in which the rural
population has poor access to town-based services and facilities that are
crucial for rural development;

6. Comparison of information ffom the demographic, socio-economic and
physical surveys, settlement system, functional distribution and linkage
analyses to national and regionaT development plans and objectives to
a) determine the adequacy of the settlement system to meet development needs
and implement equitable growth policies and b) identify major "gaps" in the
settlement system, in service areas for important functions and in linkages
among subareas of the region or country.

7. Translation of the spatial analyses into an investment plan that
identifies the projects and programs that will be needed to ameliorate major
development problems, to strengthen and articulate the regional spatial
structure and to integrate various levels of settlement within jt;

8. Integration of projects identified through spatial and economic analyses
into Coordinated "investment packages" for different locations within the region
or country, and the combination of the investments into a priority-ranked and
appropriately sequenced investment budget for the development of various
subareas or regions over a given period of time;

9, Creation of an evaluation system for monitoring the implementation
of projects and programs, and for determining the substantive results of
development activities on marginal areas and population groups within selected

regions or subareas of the country; and
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10. Institutionalization of the planning procedures in local and
regional public agencies charged with investment decision-making and with

revising the spatial analysis and development plans at appropriate 1'nter'vals.]5

This macro analytical approach can be used to identify cities and towns with
functional characteristics that might be upgraded or strengthened, and as a
framework for more detailed micro-analytical studies of particular towns

and cities before investment programs are designed.

Creating and Improving Linkages Among Secondary

Cities and Between Them and Qther Sett]éments

| Strengthening the linkages among settlements is an essential part of a national
strategy for building up the capacity of secondary cities to perform their
developmental functions more effectively because, as was noted in Chapter

Five, unless secondary cities are linked to smaller and larger places it is
'unlikely that they will play a catalytic role in stimulating regional develop-
ment. But linkages are important for a number of reasons. Richardson points
out that "paradoxically, the most effective methods of remedying a deficiency

of medium-sized towns may not be to stimulate them directly but to capitalize

on the systematic interre]étionships of the hierarchy by creating the conditions

under which they may develop spontaneous1y.“16

As was noted in Chapter Four,
historically, the growth of intermediate cities depended strongly on the
creation of transport, trade, administrative, social and physical linkages
that stimulated economic diversification and attracted sufficient numbers of

people and activities to generate economies of scale.

Contemporary studies also indicate that increasing the linkages among settlements

stimulates the growth of new centers and that the growth of existing centers



creates new linkages among them. World Bank analysts concluded from their
study of regional urban centers in Thailand that "one of the strongest

reasons for promoting regional cities is to strengphen urban-rural Tinkages
with the objective of retaining as much population as possible in the rural

areas by expanding oppmr;tum‘ties."]7

The Bank staff concluded that "although
rural development is critically important in Thailand, these regions cannot
be developed by rural measures alone." They argued that the development of
regional cities would "create emp]oyﬁent opportunitfes for surplus rural
population and, if the linkages between the cities and the rural areas are

carefully forged, help improve the stability and vigor of the rural economies."]8

Analyses of market towns and urban marketplaces in the Philippines concluded
that the financial feasibility of public markets depended on volume of sales
and that those public markets that were not operating efficiently tended to
‘have weak links to their rural hinterlands. The studies concluded that
“projects which 1link urban areas with their rural hinterland may have an

important positive effect on public markets, especially for large mar*kets."]9

The International Labor Oréanization team that sought to fashion a full
employment strategy for Co1ombia pointed out that although extending services
and facilities in secondary éities is often more costly than in the largest
metropolises, "all policies desighed to redress regional and rural-urban
imbalances must give top priority to the reduction and eventual elimination

of differences in quality between supposedly equal services."20

ILO analysts noted that in the initial stages of investment, costs of extending
basic services to secondary and smaller cities can be Towered by using a

hierarchy of services and facilities that is related to the hierarchy of
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settlements. Higher order, more costly, higher threshold services can be
located in larger settlements which draw on a greater serviée area and
population, and lower order, less expensive, less soph1st1catéd services

can be Tocated in smaller settlements. The strategy will work well, however,
only if the components are well-integrated and 1inked through the settlement
system. "A health post lacking adequate means of communication with the
nearest health center or hospital--a telephone, for example--cannot possibly
fulfill its functions properly in a system where the possibility of referral

is vital," the ILO mission emphasized.’]

Different types and grades of roads
must be linked to each other, communications and energy systems must 1ink
smaller and larger cities, and rural services and facilities must be linked

to those in toWﬁs and cities at each higher level in the urban system. These
systems must be developed at pace with the extension of services and with

the provision of incentives to strengthen the economies of secondary cities.
The way institutions are organized and the kinds of organizations established
in secondary cities can also'play an important role in forging linkages among
them and with rural towns and villages. Deliberate attempts to create
contrécting arrangements between large commercial and industrial establishments
in big cities, and smaller agricultural and manufacturing suppliers in smaller
cities and towns, for example, can integrate and 1ink urban and rural economies

into a national system.22

STIMULATING THE ECONOMIES OF SECONDARY CITIES AND
MANAGING URBAN GROWTH

A second, and closely related, component of a national urbanization strategy

must address the inevitable problems that accompany the growth of secondary
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cities. Policies must focus on creating self-sustaining economies that are
capable of meeting the changing needs in intermediate cities over the‘1ong
run. The éase histories reviewed here identify a number of common and
recurring problems that emerge with greater population concentration and
economic diversification, and provide strong clues about the kinds of
programs  that are needed in intermediate urban centers. Four essential
e1emehts of a secondary city development strategy include: increasing the
quality and(coverage of basié social and municipal services, faci1ities'and
infrastructure that support nonagricultural development; second, improving
‘the physical structure of intermediate cities so that they can attract and
accommodate more diversified economic activities; third, strengthening the
econonic base and‘employment structure to raijse product1vity and income

and increase the capacity of intermediate cities to cbntinue growing and
diversifying; and finally, building the administrative, planning and financial
capacity of secondary city governments to manage their growth more effectively
in the future. The success of any strategy for developing secondary cities
depends, ultimately, on increasing the incorie and purchasing power of local
housenolds and expanding the demand for local goods and services. In most
developing countries, this means finding ways of reducing br alleviating the

widespread poverty now found in secondary cities.

The Importance of Poverty Alleviation in

Strengthening Secondary City Economies

Ultimately, governments in developing countries must come to grips with the
growing poverty in secondary cities, not only because it constitutes a serious

social problem, but because the poor make up a large percentage of the
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population that must be incorporated into the local labor force, and among
whom demand for consumer goods and services must be increased. As long as a
large percentage of the population in secondary cities remains at or near
subsistence income levels, little real progress can be made in strengthening

their economies.

Although accurate data on the magnitude of povérty in secondary cities

are sparse, scattered evidence indicates that, in most, from 30 to 60

percent of the population have incomes below the poverty line set by national
governments or international agencies. In Brazil from half the families 1in
southern cities such as Curitiba, to about 77 percent of those in northeastern
cities such as Recife, were 1iving in poverty in the late 1960s and early 1970s.
World Bank analysts concluded that "poverty is common in Brazil even in the

apparently prosperous southern cities."23

By the World Bank's standards

of "absolute poverty"--per capita income equivalent to $50 or less a year and
at least one-third below the national average per capita income--about 16
percent of the families in Recife and about 30 percent of the families in
Natal were 1iving in destitution. But Bank analysts estimate that "lack of
employment, inadequate urban services, squalid housing, malnutrition and

disease characterize the living conditions of three-quarters of the population

in cities 1ike Recife and Nat:;ﬂ."24

In Oaxaca, Mexico, about 60 percent of the households Tive at or below

subsistence levels. Household income for poor families averages about $89 a
month; about 65 percent of that income goes for food, with much of the rest
taken up by shefter and other basic necessities. Thus, 1ittle is available
to save or invest in sideline actiyities that might increase the incomes of

the poor or to purchase other goods and services.2”
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In the Philippines, about 53 percent of the families in intermediate cities
are poor and more than 40 percent are 1iving in absolute poverty. Studies
of conditions in Philippine secondary cities conclude that "economic opportuni-

ties fall far short of the needs of the poor."26

Despite some stability in
Davao City's economy during the 1970s, at least half the population survived
on incomes equivalent to 28 cents a day at a level of absolute poverty well
below that defined by the World Bank. Moreover, income distribution in Davao
is highly skewed. The top 20 percent of the households receive 51 percent of
the income and the bottom 20 percent of the households receive about 5 percent
of the income. Such a distribution provides 1ittle hope that cities like
Davao can strengthen and diversity their economies internally or generate

the level of demand that will expand local businesses and industries. The
people in the lower 60 percent of the income scale in Davao have only 28
percent of the city's purchasing power, while more than 70 percent of spendable

income is concentrated in the hands of a small number of upper income famih‘es.27

The present income distributions in most middle-sized cities of the developing
world are not conducive to generating high rates of economic growth, and thus,
the conventional dichotomy between welfare programs and productive 1nvestments
looses its meaning. Improving the 1iving conditions of the poor, expanding '
their skills, raising their Tevels of educational attainment, improving their
health and raising their incomes must be considered long-range investments in
the internal economies of secondary cities, not as welfare programs. Substantial
evidence supports the argument that human resource development is the most
effective means of alleviating poverty in developing countriés and of increasing

28

the productivity and incomes of the poor. The "welfare program-productive

investment"” dichotomy is not only inaccurate, but misleading. Both indirect
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investments that support greater productivity through human resources
development and direct inyestments in productive activities are needed in
secondary cities, and one is not likely to haye much impact on strengthening

their economies without the other.

Extending Support Services and Facilities for

Economic Development

The ability of governments to generate growth and development in secondary

cities will depend in part on their capacity to meet the growing needs for

basic social services, municipal facilities and public infrastructure. Among

the most important problems plaguing secondary cities, are the growing
deficiencies in basic social, health and educational services, inadequate
municipal sanitation and water services, and the paucity of power and sewer
facilities. Middle-sized cities have extensive, and spreading, slum and squatter

settlements; and they face increasing demands for basic housing and shelter,

1. Improving Basic Social and Municipal Services

Extension of social and municipal services has fallen far behind the pace of
population growth in secondary cities in nearly all developing countries. The
growing gap in éocia1 and physical services not only inhibits economic
development but acts adversely to maintain lower income families in poverty.

A number of studies indicate that the quality and coverage of services in
secondary cities have been deteriorating over the past two decades. Local
governments have neither been able to maintain existing services nor to extend
them to areas of the city with large numbers of migrants. Osborn observes '
the "general condition of decrepitude in Indonesian towns and cities, and lack

of infrastructure and production of basic necessities.” He argues that all of
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the middle range cities in Indonesia "need upgrading of streets, port and
airport facilities, more and rehabilitated schools, hospitals, water service,

drainage and govermment bui]dings."29

Public services in secondary cities of Thailand have been expanding slowly or
deteriorating over the past decade. The World Bank estimates that only about
one~-quarter of the urban population is served by p1péd water, and that the

Tow levels of investment in the extension of water distribution systems, the
high costs of connections and the increasing costs of services all contribute

to the relatively low levels of coverage in cities other than Bangkok. The

lack of waterborn sewerage systems in Thai secondary cities and the prevalence
of open canals, storm dFains and ditches lead to sanitation, health and flooding

problems.

The quality and coverage of health and educational services in Thai secondary
cities is much worse than in Bangkok, but usually better than in rural areas.
World Bank analysts argue that the govermment's goals of achieving social
equity and promoting more dispersed growth both require "reducing the disparities
in publicly provided services and infrastructure between Bangkok and the

provincial cities.“30

Population growth in most African secondary cities has also outpéced the
extension of public services and facilities. Mabogunje describes problems in
Nigerian secondary cities that can readily be seen in other African countries
as well. He notes that with the lack of sanitation facilities and the
inadequacy of sewage systems, "a notable feature of Nigerjan cities is the
concentrated flow of slop water from most houses to nearby lanes," where it is

absorbed in the soil, attracts insect pests and breeds mosquitoes. "Apart
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from the eyesore effect of such impeded water flow", he argues, it creates
severe health hazards and obstructs the free movement of urban residents; "in
addition, household sewage has to be head-loaded to disposal points or dealt

u3] Weiker

with through other means such as the provision of pit latrines.
reports in his study of Turkish middle-sized city, Eskisehir, that "major
problems 1ike the lack of a sewer system (almost all sewage in Eskisehir is
handled by septic tanks, which are fast becoming a serious health hazard),
extremely inadequate public transportation and unsanitary conditions along
much of the banks of the Porsak were all too familiar to long time readers

of the local press."32

In nearly all regions of the developing world, the quality and coverage of
services tends to be worst in the poorest neighborhoods. Studies of Philippine
intermediate cities note that almost universally, environmental sanitation i§
lacking in Tow-income districts. Pit-latrines and open drains serve as

sewers, and they usually contaminate ground water supplies. Garbage

collection is inadequate and, indeed, in many middle-sized cities the garbage
that is collected from other parts of the city is often dumped in or near poor

neighborhoods.33

Basic health, educational and social services are often less
accessible to lower income groups 1in secondary cities than physical facilities
and municipal services. Hackenberg summarizes the situation of 1owér-income

young people in many secondary cities of the Philippines when he notes that in.
Davao the large percentage of them are "out of school, out of work, and out of

k.“34 Their lack of access to the basic educational, health and training

Tuc
services that might improve their income earning potential and productivity
traps them in a cycle of poverty from which it is difficult to break out.

When poor families in Davao cannot obtain adequate income they reduce household
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expenditure on the very seryices and facilities that they need to make them
more productive and to maintain a minimal standard of living--education, health
care and housing, He correctly points out that these reductions of basic
necessities are "counterproductive in the long run since they tend to divert
‘péop1e from production of consumer goods essential to raise 1living standards”
and force them to accept "“lower percapita income from the traditional sector."

These survival mechanisms create increased squatting and 1‘d1eness.35

Investments in services and facilities in secondary cities have been inadequate
to keep pace with population growth and attract professionals, skilled workers
and private investors even in countries that have had relatively high rates

of economic growth. World Bank studies conclude that urban services are
inadequate in nearly all of Brazil's secondary cities, for example, and that
the "north and northeast parts of Brazil are very poorly served, with the
peripheries of the large cities being the worst off." Bank analysts found

that more than 70 percent of the urban population remain unserved by sewerage
facilities and that around 40 percent have no access to safe water, with the

percentages much higher in some c1t1'es.36

Until the deficiencies in basic social and municipal services can be reduced
it is unlikely that secondary cities will be able to attract the productive
investments that now go to fhe largest metropolitan centers, increase the
productivity of their labor fofces or expand the purchasing power of their
residents significantly. They must not only extend these services to larger
numbers of people, but do so in ways that are cost-effective, employment-

generating and appropriate to local needs and conditions.

A good deal of evidence suggests, for example, that basic health care can be
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provided at lower cost in developing countries by converting from delivery
systems that are exc]usive]& or primarily curative to those that place greater
emphasis on disease prevention. In their guidelines for urban development
projects, PADCO analysts suggest greater emphasis on community and neighborhood
clinics with modest équipment and staff, mobile service delivery units, regular
health surveillance within communities through the schools, programs for
innoculation and vaccination, assistance in improving nutrition, family planning
and maternal and child care.37 Many of these services can be provided by para-
professionals rather than by physicians and nurses at much lower costs than
through conventional health programs, while also creating new job opportunities

for nonprofessional health workers.

Improvements in piped wafer systems, sewerage and drainage facilities and
waste disposal must be made simultaneously with the creation of preventive
health care services, for inadequacies in these public services are a common
cause of health problems in secondary cities. Improvements are required as
well in the maintenance of existing systems, especially fn older areas of the
city. Better maintenance of water systems involves leak detection and repair
programs, surveillance activities to reduce waste and pilferage and consumer
education. Economic benefits can be obtained from the extension of water
systems by helping small-scale manufacturers in secondary cities to produce
construction equipment and water system components such as pipes, valves,
faucets and meters, rather than importing them from the capital city or from
abroad. Temporary solutions may be necessary in low income neighborhoods. The
most appropriate solutions to service problems may be in providing projects
that assist residents to sink wells or to build small-scale treatment stations

so that water can be drawn from untreated sources. Technical assistance can be
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offered to help low-income communities build small reseryoirs and collect

rainwater more efficient]y.38

A combinat%on of conventional and appropriate technology must also be

used in extending sewerage services in secondary cities, Sanitary disposal

of waste-water is no longer an amenity in cities that reach intermediate

size; it is an essential part of an urban environmental health program. In
addition to improvements in pit latrines, surface sewers and treatment instal-
lations, improvements in garbage and night-soil collection are essential,
especially in smaller intermediate cities. In low income neighborhoods on

the periphery of secondary cities it may be possible to build community
cesspools with tanker cleaning systems that distribute waste water to nearby
agricultural areas or to stabilization ponds that can be used for fish or poultry

raising or fodder production.39

Permanent solutions require extending trunk sewers, expanding treatment plants
and maintaining newly constructed facilities. The extension of these services
can bring economic as well as social benefits to secondary cities when labor
intensive technology is used to construct and manage water and sewer systiems
and wien components and services are procured from local businesses and

40 Moreover, increased attention must be given to providing

establishments.
and locating public services and facilities in ways that minimize energy costs,
which have been rising steadily in oil-importing countries, Emphasis should

be given to providing public utilities that can use bio-mass conversion to
fuel. Studies have shown that small and intermediate cities suffer much more
from increases in energy prices and declines in supply than the largest metro-

politan areas because they have less flexibility to substitute energy sources.4]
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2. Upgrading Slums and Squatter Settlements and

Meeting Basic Housing Needs

Opportunities also exist to provide basic housing and shelter in ways that
promote economic development in secondary cities. Housing shortages are
acute and slum and squatter settlements abound in nearly all intermediate
cities in the developing world. Public housing construction simply cannot
meet the demand for basic shelter and few public or private financing
organizations exist to provide low income families with the capital needed

to buy or build their homes. Mabogunje notes that in Nigeria government
policies have had 1ittle impact on the worsening housing problem. Despite
public investment programs, the size of the initial deposit and monthly
mortgage payment for houses has meant that "a large part of government action
has resolved the housing problems of only a minority of the population in the

higher income groups."42

As a result, Nigeria's intermediate cities are
overcrowded, squatting has proliferated and the conditions in slum neighborhoods
have worsened. Appropriate financial and administrative arrangements for
dealing with housing problems simply do not exist for the vast majority of
people in most developing countries. In secondary cities of the Philippines,
there is no local mortgage financing available for lower- and middle-income
housing and local governments have little or no resources for building or
financing low-cost shelter. Only a few of the many families needing housing
finance can qualify for public loans on concessional tenns. Sites appropriate
for community improvement programs in secondary cities are usually privately
owned, and funds needed for improving services and facilities in low-income

neighborhoods ére scarce.43
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Even in rore prosperous developing countries such as Korea it is difficult
for the majority of people Tiving in secondary cities to own their own homes

or apartments. Dwelling prices increased by 27 percent a year between 1970

and 1977 in Korea, twice the annual rate of increase in the urban consumer
price index. The annual increase in the cost of construction materials rose
by 11 percent while construction costs rose by nearly 19 percent a year.
Dwelling prices in Korea increased four or five times more than household
income. Because they must rely on household savings to purchase a home,
the vast majority of people are eliminated from the housing market. It would
take an average family living in Seoul or Pusan 37 years to save a sufficient
amount to buy a house at 1979 prices, and it would take about 22 years for a
family 1iving in an intermediate city to save an adequate amount. Nearly 90
percent of those Korean urban families that were able to purchase a dwelling in
the 1970s had to rely on their own funds; less than 10 percent were able to

borrow money, and most who did received loans from other 1'nd1'v1'dua1s.44

Conventional housing'markets, urban renewal or public housing simply cannot
provide solutions to the slum and squatter problems of secondary cities. Strong
arguments have been and should continue to be made against public projects

that wipe out slums or drive out squatters prematurely. Although they may

be visible evidence of poverty that is discomforting to local government
officials and unpleasant reminders to the elite of the dual economic structure
that exists in most secondary cities, slum and squatter settlements house

large numbers of people for whom better alternatives often cannot be found.

In addition to offering affordable housing to lTow- and middle-income families,
sTlum and squatter settlements are often conveniently located near bazaars

and markets on which the poor depend for food, basic necessities, and employment.
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Many squatter areas contain large numbers of "shop-houses" from which the
poor offer low-cost services or sell basic consumer goods, and the combination

of shelter and employment in squatter districts reduces transportation costs.

Much more‘attentionfmusf be given to sites-and-services projects that allow

‘poor families to improve their homes, add to and build upon basic dwelling units,
and expand their structures slowly as their incomes increase. Sites-and-
services projects can help lTow-income households through community improvement
programs, the extension of water and sewerage facilities, electrification and
‘street 1ighting, health clinics and preventive health services, and

construction training programs. Housing fihance policies should provide low-cost
loans to families for upgradihg basic dwellings and for purchasing the land on
which they are built. Moreover, public housing programs must begin with

simple core dwellings that can be expanded and improved incrementally.

Publicly constructed or financed housing for low- and middle-income groups

can be a stimulant to local economic development rather than a drain on local
and national resourtes, if housing and infrastructure conﬁt?uction programs

are planned as part of an overall economic development policy for intermediate
cities. Currie has advocated and experimented wifh construction of housing
and public infrastructure as "leading sectors" in the devé]opment of secondary
cities in Colombia, for example, arguing that they can generate demand for
a'wide variety of building materials, equipment and durable goods and,

through backward and forward linkages to related industries, can generate
indirect employment as well as provide jobs djrect]y. When plans are made for
integrating housing construction through backward, forward and lateral linkages
with local building, material and supply industries, for training local workers

in construction skills and for channelling increased income back into the
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purchase of locally produced goods and services, housing investments can have
a significant impact on secondary city economies while providing needed shelter

for middle- and ower-income fami]ies.45

Improving the Physical Structure

of Secondary Cities

As secondary cities grow they face more complex and serious physical problems.
Planning effectively for their physical development, however, is often

constrained by the ways in which their phyiscal growth occurred: usually

by accretion rather than through transformation. The ecological and physical
structures of Third World cities were shaped by hany forces and, as noted earlier,
evolved with traditional and modern activities, urban and rural functions and

new and older districts expanding side by side. Abu-Lughod points out that

cities in the Middle East contain three or more sub-cities: the historic

' precolonial core; the moderﬁ colonial appendage; and the Unregulated indigenous

quarters on the outskirts.46

But she notes that close examination of these
cities reveal that they may contain up to six typés of subcities, including
the medina core, modern appendages built in European style during the 19th
and 20th centuries, tfansitiona1 working class zones that grew between the
medina core and the modern appendages, rapidly proliferating and uncontrolled
settlements within the city built by rural migrants;'suburbs containing the
homes of upper-class and high income families, and rural fringe developments

that have engulfed what hadAformer1y been rural vﬂ]ages.47
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The physical development of many Asian sécondary cities also came about
through accretion of new functions during different periods of colonial rule.
Barringer noted that the ecological structure of Taegu, Korea, during the
late 1960s and early 1970s was a "mixture of traditional functions (e.g. the
herb market and farm-oriented markets), Japanese urban planning (functional
for the Japanese during their occupation), contemporary ad hoc industrial and
migratory growth, with an overlay of nationa1-1eve1‘p1anning (the new Taegu

railway station and associated highways)."48

And studies of Ahmedabad, India,
found that it
developed through the addition of land and through population
growth in relatively distinct historical stages. The old
city, within the fortress walls, dates from the fifteenth
century. The pols and old pura organization on the west bank
are assocfated with the mid-eighteenth century. The industrial
section just outside the walls, with its workers' quarters and
squatter settlements, was established in the nineteenth
century. The development of residential areas in the far-
eastern and western sections followed the economic restoration
of the city. The establishment of administrative and commercial
centers on the west bank is even more recent.49

In cities that expanded through the addition of new functions and the segregation
of particular kinds of social and economic activities in different districts,
some areas of the city took on distinct social, economic and physical character-
{stics while others acquired a mixture of those found in other parts of the

city. Tius, it is often difficult if not impossible to prescribe physical
controls for or to plan for the physical development of the city as if it

were a homogeneous entity. Each subarea of the city must be analyzed and planned
for individually if its physical expansion is to be guided effectively. Three
problems that are common to nearly all secondary cities, however, are rapidly
risinQ land costs, unregulated and inefficient patterns of land use and

increasing demands on intra-city and interurban transportation systems.
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1. Managing Land Uses and Controlling Land Values

Nearly all of the case histories of secondary cities reviewed here note that
popu]atioﬁ growth and economic diversification brought rising land costs
within the cities and on their fringes. United Nations studies estimate

that land prices in larger citiés of developing countries have risen by 10

to 20 peréent moreAthan consumer price indexes, thus making it more difficult
for Tower- and middle-income families to obtain urban land for house-building,
and increasing the number of squatters.50 In Korea, for example, residential
land prices in urban areas increased by 34 percent a year in the early 1970s,

nearly 3 times higher than the urban consumer price 1‘ndex.5.I

The burdens of
rising land costs often fall most heavily on low income families. In the
Philippines, land in most secondary cities is scarce and priced beyond the
means of low- and middle-income families. The poof must rent the land on
which they build their homes, and often Tandlords maximize income by renting
to as many families as can be squeezed on a plot., Usually few if any services

are provided by landlords and the overcrowding is made worse by the lack of

water and sewerage facilities.

Weiker also noted in his study of Kayseri and Eskisehir, Turkey, that although
a good deal of capital investment was made in housing, infrastructure and
public buildings, 1ittle of it appeared to'benefit lTower income groups.
"Rather, current property owners were reported to be receiving high prices--
and land values have risen enormously in Kayseri, reportedly to one of the

highest levels in Turkey--after which the improved land is resold at prices
/52

which do not cater much to those most in need of improved facilities.'
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The costs of land tend to rise so rabid]y in secondary cities because, in
most, land speculation is the best hedge against inflation, monetary
devaluation and economic fluctuations for the wea]thy. Measures can be

taken to "disinflate" the cost of land through progressive taxation on unused
land, higher taxes on owners of more than one home and govermnment intervention
in the land market, but these are unlikely to be effective until local and

national economies offer better and more diverse opportunities for 1nvestment.53

But some action is needed because the rising costs of land increase the costs
of doing business in secondary cities, push people from villages oh the urban
fringe, accelerate the conversion of agricultural land to other uses, promote
sprawl, and increase the costs of acquiring land and rights-of-way for public
utilities, services and roads. In many secondary cities rapid increases in
land costs can further concentrate land ownership under the control of a

few wealthy families or large corporations and generate more widespread land

speculation.

Moreover, many of the case studies noted the increasing dffficu1ties that
residents of secondary cities faced because of the lack of control over land
uses, the spontaneous development of the city, and the location of residential,
business and public activities without regard to external costs. Congestion
and rising costs of transportation are often cited as the most immediate and
visible §1gns of uncontrolled physical development, but they are usually
followed by other problems that are less visible and.more costly. Pannell
found that the inability of local government in Taichung, Taiwan, to control
physical development led to discontinuous and segregated land uses on the
city's fringé, especially in and around areas accommodating large industries,

that led to increased traffic congestion and rising costs of transportation for
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those working in those industries.54

In Chiangmai, Thailand, construction
of large facilities such as a teachers college, a bus terminal and private
commercial buildings with 1ittle or no land use planning stimulated the
expansion or location of other activities near them over which the city
government could exercise 1ittle or no control. Observers note that in the
early 1970s public agencies and private investors alike could “construct

u95 Municipal regulations were

virtually any kind of building they prefer.
concerned only with structural soundness and fire safety, and gave officials
little or no control over land use relationships or ability to guide land use

to minimize the costs of energy, transportation, or public facilities.

Ironically, secondary city governments often adopt building codes and land

use standards from Western industrial countries that are not only inappropriate
to local conditions but that may create unnecessary problems. In Nigeria, for
example, overly restrictive housing construction standards constrain housing
production and increase housing costs, placing home ownership beyond the means
of Tow- and middie-income families. By lowering density controls, lot coverage,
room floor area requirements, and height controls, Nigerian officials could
increase housing production, make units less expensive, make land use more

efficient, lower the costs of public services and restrain spraw1.56

As in many other aspects of urban development, secondary cities are often
caught in a vicious cycle of land use problems. Weiker noted that "the
physical problems of Turkish cities are often so overwhelming and the cities’
financial resources are so grossly inadequate that there is simply no time

"57

or energy for matters other than the immediate physical problems. But

in -secondary cities of Turkey, Brazil, and Malaysia, Rivkin found that local
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~and national governments had few if any effective means of solving even
immediate problems. He found that in these countries, as in many others, the
inability to control or guide physical development added to the rising costs
of Tand and made it more difficult for local governments to find adequate and
appropriate sites for low-income housing, schools and health services and
other public utilities, services and infrastructure. The worsening air and
water pollution and the degredation of environmental quality in large
secondary cifies is largely attributable to the lack of or inadequate controls

over land use.58

Rivkin and others have outlined a number of actions that national and local
governments can take to control land costs and to guide Tand use in secondary
cities. They emphasize the urgency of taking action before intermediate cities
grow so large and comb]ex that locational decisions are irreveréib]e and -

uncontrollable. The actions include:

a. Infrastructure Provision--the location of services and facilities
by government in such a way as to encourage or discourage those activities
dependent on them in various parts of the city;

b. Land Acquisition in Advance of Need--government purchase of land
to guarantee its availability for construction of public facilities, parks,
office buildings, recreational areas or to preserve open space needed to
maintain environmental quality standards;

c. Land Banking--acquisition and reservation of land for later use or
to control the density of development in various parts-of the city;

d. Government Construction and Finéncing--to ensure the proyision of
housing, industrial or cormercial facilities in appropriate locations in the

city;
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e. Public-Private Development Instruments--acquisition of land by
government and reparcelling to private developers for controlled uses;

f.  Urban Renewal--removal of dilapidated buildings by government,
acquisition of land, and redevelopment in new or improved uses by government
or private developers;

g. Land Use Regulation and Controls--zoning, subdivision, and building
ordinances that guide or restrict private use of land;

h. Building Permission Requirements--government controls or regulations
over building types and locations, ]and coverage, and structural standards;

i, Value Freezing--government authority to freeze site values of
land designated for future construction of public facilities or infrastructure
to discourage speculation; and |

j. Taxation--special levies on land held out of development for
speculative purposes or on windfall profits from land values rising because

of public betterment on adjacent or nearby 1and.59

Some combination of appropriate controls combined with relevant land use planning
can assist local governments to guide physical development of secondary cities
before they grow in ways that are economically and socially detrimental to

further expansion.

2. Improving Transportation Services and Linkages

A closely related problem is the severe strain placed on transportation services,
roads and highways as secondary cities grow in size and density. Policies are
needed to improve intra-city transportation services and to strengthen inter-

city transport linkages.



- 285-

The World Bank reports that public transport networks have not been extended

in relation to patterns of urban growth in most developing countries and

that severe deficiencies in services, especially in squatter and low-income
neighborhoods, increase the 1living costs of the poor as well as the transporta-
tion costs of businesses and industries. The inadequacy of public transportation
systems is exacerbated by the increasing use of automobiles in Targer secondary

- cities that were neither designed for the efficient flow of automobile traffic
nor that can be easily redeveloped to accommodate increased automobile use.
Mabogunje notes that in Nigerian cities "the transport situation, especially
in major metropolitan centers such as Lagos, Ibadan, Kaduna and Kano, is a
great cause for alarm." He notes that the unrestricted importation of cars
has created a situation in which "most Nigerian cities now find their ratio

of roads per square mile of bui]dings inadequate to insure a smooth flow of
traffic. Many of the cities have no more than two’or three arterial roads... ."60
In most secondary cities of Asia and Latin America, especially in their early
stages of economic growth, both public transportation services and the road

systems were inadequate to handle increased movement and traffic.

World Bank analysts suggest that plans for improving transportation and road
systems in urban centers in developing nations consider technology that is
appropriate to the current size and social and economic characteristics of
intermediate cities rather than recommending technology used in the large
metropolitan centers of Western industrial countries. Smaller intermediate
cities--those of about 100,000 in population--may not need extensive or costly
investments. These cities tend to be relatively small and only short trips

are required to reach most social, economic and recreational actiyities.
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In many cities the mixture of d1versé land uses provides people with easy

access to nearly all activities. Most people depend on public transportation
seryvices for longer trips, and on bicycles, motorcycles, cabs, mini-buses or
nonmotorized forms of transportation for medium-length trips. Special

attention needs to be given in theée cities to properly managing through-

traffic to prevent peak hour traffic jams, to low-cost forms of non-motorized
transportation, to providing adequate thoroughfares for pedestrians and byc]ists,
and to maintaining efficient forms of public transportation, especially flexible
mini-bus services. The transport needs of these cities can often be handled

by small-scale enterprises--by pedicab, taxi-cab, mini-bus and even trucking

61

services, or through the informal sector. More effective land use planning

is needed to minimize travel needs and transportation costs.

As cities grow to from 250,000 to 500,000 in popu1ation,'transportation

problems become more complicated. As densities increase and the city physically
expands, the volume of movement and average trip lengths increase substantially,
requiring more efficient public transportation systems and a wider variety of
transport modes. Traffic managemént problems increase and a larger number of
potential bottlenecks and centers of congestion emerge, especially at transport
terminals, markets, business centers and other places that attract large crowds
of people. Increasing dependence on motor vehicles tends to congest older

parts of the city with narrow streets, where the physical pattern of development
is not conducive to road widening or massive redevelopment, In these cities,
greater reliance must be placed on public transportation systems, especially

bus and mini-bus service, and on controlling land uses and construction in ways
that minimize travel requirements. More and better roads must be built,

traffic must be managed more efficiently and if the city is a transfer point
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in an intercity system, the 1ocaf1on of terminals and highway connections

must be planned carefully so that inter-city traffic does not exacerbate the
problems created by higher volumes of intra-city traffic. The importance of
planning ahead when middle-sized cities begin growing for the kinds of traffic
and transportation problems that larger secondary metropolitan centers face
has been emphasized by World Bank studies, for many of the cities of from
100,000 to 500,000 "particularly in Latin America, Africa and East Asis, are
growing rapidly and will in a decade or less fall into the next larger size
grouping, where urban transport becomes a major problem for city management
unless steps have been taken early on ensuring an appropriate urban transportk

pattern."62

Bank analysts argue that the "most important aspect here is the encouragement
of a land use pattern which reduces the -need for lengthy commuting trips by

ensuring a balanced spread of employment opportunities as the city grows."63

Inter-city transportation linkages can be even more important to the economic
development of secondary cities. Inter-city highways, railroads and other

forms of transportation 1inkéges play an important role in providing access for
rural people to the services and facilities located in secondary cities,

in increasing distributional efficiency and in lowering the transport costs

of businesses that depend on inter-city trade. Most of the larger industries

in Thailand's regional urban centers are Tocated along major highways, indicating

the importance of access in locational decisions.64

The extension of interurban highway or rail linkages has a number of effects
on the cities and towns that are connected, It can increase interurban trade,

yield production economies and lower per unit transport costs. It can generate
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increased traffic and thereby further decrease shipping costs, jmprove
services, and induce industries to locate along the transport axis at secondary
nodes or'on the periphery of intermediate cities, World Bank analysts argue
that "the development of economic activities along the major transportation
corridors should be encouraged, not discouraged. The possibility of the

spread of manufacturing activities will also be related to the opening of new

transportation 1inks connected to the main corm‘dors."65

But it should also be noted that while the extension of major transportation
linkages can have a positive impact on articulating and integrating the
settlement system in developing countries, it can generate massive migration
from rural areas and smaller towns to the connected cities. Transportation
and road improvements increase rural people's access to commercial and personal
services, job opportunities, and public facilities in secondary cities, but
they also reduce the costs of migrating from rura] areas and can therefore
stimulate the flow of migrants at a more rapid pace than they can be absorbed
in the economies of intermediate cities.66 Rivkin has pointed out that the
construction of Turkey's highway network, which increased access to interior
towns during the 1950s and 1960s, also increased the flow of rural migrants

to urban centers. At thé same time that the highway network was being extended
the number of urban centers with more than 50,000 residents increased
from 12 to 27, and their share of urban population increased to more than 50

v percent. A1l 27 cities were linked to the highway network. "In this case, it
js clear that the massive public investment in highways made at least a major
contribution to the distribution of urbanization across the country," Rivkin
concludes, and the network helped to promote the growth of a widely dispersed

67

system of secondary urban centers in interior regions. The positive impacts
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from increasing inter-city transportation 1inkages thus may only appear if
the economic base and employment structure of secondary cities along the

routes or at the nodes can be expanded and strengthened.

Strengthening the Economic Base and

Employment Structure of Secondary Cities

A third set of problems that national urbanization strategies must address

~is that of strengthéning the economic bases of intermediate cities tb generate
more employment opportunities. This requires strengthening their commercial
and market functions, especia]]y the informal sector and small-scale
enterprises that make up the tertiary sector in most intermediate cities, and
increasing the productivity and diversity of small- and medium-scale industries.
- Expanding and diversifying the secondary and tertiary sectors may be the most
direct and effective way of generating the employment that will increase the
income of the poor, eXpanding internal demand for locally produced goods and
services and increasing the capacity of secondary cities to absorb larger
populations. Those industries and businesses that are m&st 1ikely to absorb

the unemployed should receive the greatest attention in assistance programs.

Studies of uhemp]oyment in secondary cities of Colombia show a pattern
characteristic of middle-sized urban centers in other countries as well.

Most of the unemployed are young, about two-thirds are under 25 years old and
about 80 percent are under 35 years old. Many--about 40 percent in Colombia--
are new entrants to the work*force, having Tittle or no experience. Existing
membérs of the labor force who are unemployed teﬁd to have low levels of education
and training and some are both jlliterate and unskilled. Moreover, many of

the unemployed are local residents who were born in or around the city, although
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migrants tend to make up a substantial percentage of the new entrants to

the labor force. Not surprisingly, many of the unemployed are poor or

come from Tow income families. Beéause of their young age, most are dependents
rather than family heads, although the burdens of unemployment tend to be
greater for those who do have families. ’Most of the unemployed seek jobs

as artisans, laborers, semi-sk111ed workers, office or sales workers and

jobs in the service sector.68

Programs thét expand and strengthen the tertiary and small industry sectors
would probably be most suitable for reducing the high levels of unemployment
and underemployment in intermediate cities, whereas large-scale industries
would probably on]y‘have indirect and uncertain "trickle down" effects. Largé
industries are 1ikely to provide the best opportunities to skilled workers

who already have job;, and would most Tikely be export-oriented rather than
tied to local demand. In most secondary cities priority should be given, at
least in the initial stages of development, to expanding the marketing and
commercial functions that already exist and to strengthening the roles of

intermediate cities as trade and service centers.

1. Strengthening the Commercial, Service and Marketing Base of

Secondary City Economies

Hackenberg quite correctly points out in his study of Davao City that although
the tertiary sector provides the largest amount of employment in most inter-
mediate cities in the Philippines, "the role of the bazaar economies as a
mobility multiplier capable of accelerating the transition from low- to middle-

n69 He notes that the demand elasticities for

income status is precarious.
subsistence goods--food, clothing, and household items--sold by measure, for

negotiated prices and by large numbers of vendors and traders, are very 1imited
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and that most market stall owners or street vendors simpTy do not have the
resources to generate greater demand for their goods. Problems in the informal
tertiary and small-scale commercial sectors are exacerbated by rural migration
because the tertiary sector in most middle-sized cities cannot absorb new
entrants without diminishing the share of earnings for those already in

jt. New entrants tO the informal sector often further constrain upward
mobility for the poor.70 Bromley arrived at similar conclusions from his study
of the informal and small-scale commercial sectors in Cali, Colombia. He noted
that a substantial majority of those engaged in informal sector activities

in the city derive only a subsistence or less than subsistence income and

that the great majority of them "have to face up to continuing poverty, great
economic and occupational insecurity, frequent problems with authorities and

ongoing dependence on suppliers of merchandise, capital and equ1‘pment.“71

In many secondaﬁy cities with less than 300,000 people, the markets act as the
major sources of bazaar, informal, and small-scale commercial employment, and
play cruc1a1 roles in 1inking secondary cities with theiﬁ rural hinterlands.
Thus, policies aimed at strengthening their effectiveness in regional trade can
have an important effect on expanding intermediate city economies. But care
must be taken in choosing viable markets for deve1opment. Studies of Philippine
markets suggest that their volume of sales, scale and distance from larger
markets are critical factors in determining profitability. The smaller town

and city markets that were studied were not profitable public enterprises
because their operating costs were high, their pricing policies were constrained,
and their small size 1imited their attractiveness to people in the rural

hinterlands. Analysts found that “there appear to be economies of scale in the
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operation of public markets. Our very limited and very crude analysis has
indicated that these efficiencies become effective when markets service a
population of around 40,000." The study found that although popu1atidns of
that size in a municipality do not guarantee financial success, "the technology

of market operations is a barrier against the profitability of small markets."72

A number of government policies might be used to strengthen the small-scale
commercial and service sector in secondary cities, including direct government
procurement of goods and éervices from small establishments and businesses,
providing tax or other incentives for large-scale firms to subcontract with
small-scale establishments, providing Tow interest loans to small businessmen
and organizing marketing and purchasing cooperatives for them.73 Government
and institutional purchasing of goods and services from small-scale businesses
can be the most direct and immediate way of strengthening them and expanding
their employment potential. Observing the limited capacity of small-scale
enterprises to expand the demand for their goods, primarily because of widespread
poverty and low income of potential consumers in Davao Cify and other secondary
urban centers iﬁ the Philippines, Hackenberg argues that a wide range of goods
and services should be purchased by national, provincial and local governments
from small-scale providers--printing, food, uniforms, maintenance equipment,
furniture, vehicles, sign-painting and other services, for examp'le.74 In the
short-run, the costs to government might be higher than buying in volume from
large firms, but the long-run returns in the form of broader participation in
the economy, a wider distribution of profits, and increased purchasing power
among Tower income families who would benefit from expanded employment

opportunities, could well outweigh the added immediate costs.
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Action must also be taken to assist migrants and the unemployed to acquire
skills and seek jobs that will increase their income, purchasing power and
upward mobility. In its guidelines for urban development projects, the U.S.
Agency for International Development suggests providing a) training in relatively
simple manual skills such as sewing, candy-making and masonry; b) training

for relatively skilled positions in the organized sector including large

scale businesses and service enterprises, such as plumbing, electrical work,
welding, fitting and carpentry; c) training in basic management skills for

small enterprises, such as rudimentary market product design, product packaging,
purchasing, marketing, accounting and credit financing; d) assistance

in finding employment for those who upgrade their skills through training;

e) assistance in settihg up sma11 businesses as individual enterprises and
cooperatives; and f) follow-up technical assistancelto people who go into
business after their training programs, refresher or remedial training and

supplementary training in more advanced skiHs.75

Ultimately, small-scale commercial and service sectors in intermediate cities
can only be strengthened if internal demand and purchasing power are increased,
especially among those lower-income families that currently do not have the

resources to participate effectively in the urban economy.

2. Strengthening and Expanding Sma}l-Scale Industries

It was noted earlier that small industries dominate the manufacturing sectors
in intermediate cities and that they are both a strength and weakness of their
economies. Small- and medium-scale manufacturing probably provides the best

hope for expanding and diversifying the economic base of secondary cities in



- 294 -

the short-run, yet the very characteristics of small-scale industries tend

to minimize their impact on production and employment. Small-scale indus-
trialists face myriad problems in establishing themselves and suryiving in
deve1oping nations, They often lack the skills necessary to identify good
potential investments, to prepare proposals for external funding, to test

the feasibility of potential investments or to negotiate loans from commercial
banks and government agencies. They are generally excluded from government
incentive schemes that benefit large industries and lack access to manpower
and markets needed to produce and sell their goods. They finance their
activities either from family savings or from credit obtained at high interest
rates from money]enders, buyers or suppliers. Small industries generally have
low levels of productivity, poor quality output, inadequate technology,
obsolete equipment, poor packaging and limited and uncertain markets. In
addition to their limited access to credit and finance, they generally have
insufficient raw materials and lack the managerial skills and knowledge of
modern marketing, production and accounting methods that might help them to
increase profits. Without resources small-scale industrialists lack access

to technical assistance and managerial advice. They are often discrimina;ed
against in government programs offering financial aid, subsidies, preferential
purchasing and export assistance to large industries. Small-scale industrialists
often fail to survive and grow because they lack the knowledge needed to manage

their enterprises efficient'l_y.76

Hackenberg noted in his study of Davao City that industry accounted for a
relatively small amount of total employment, and that small-scale industries,
which dominated the manufacturing sector, provided only low-wage jobs. During

the 1970s, the median annual income for manufacturing workers in Davao was among
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the lowest for all occupations, except for manual and farm 1abor.77

Roberts
came to similar conc1usibns in his study of Huancayo, Peru, Manufacturing in
that city employed less than 20 percent of the labor force during the 1970s
and the small scale of enterprises in the city was not conducive to increasing
employment opportunities and returned only marginal profits and income to
those who owned them. Most of those engaged in small-scale enterprise earned

only subsistence incomes.78

But small industries do engage the labor of substantial numbers of people in
developing countries and can, with proper national and local government in-
centives, provide a stronger base for economic growth and Tabor absorption.
As noted earlier, countries that have made deliberate and serious efforts to
expand small-scale industries have increased the number, distribution,
productivity and employment capacity of enterprises employing less than 50
workers. ‘Korea, Taiwan, India, China and, most notably, Japan in its early
stages of economic growth provided the supporting services and investment
incentives needed to expand small- and medium-scale industries in secondary
cities and smaller towns and rural villages. A number of actions must be
taken by governments to stimulate small-scale manufacturing in intermediate
cities. They include assisting small-scale industrialists with identifying
investment opportunities; providing techni¢a1 assistance to small-scale
entrepreneurs in organizing businesses; helping them to obtain adequate supporting
services, infrastructure and facilities; increasing small-scale manufacturers'
access to financial resources and credit; providing operating assistance and
training in management and production; and helping them to expand demand and

overcome the limitations of small s1ze.79
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a. Assisting small-scale industrijalists with identifying investment

opportunities. Small-scale entrepreneurs in secondary cities qf most develop-

jng countries rarely have the resources to identify potentially sound
investments. If small-scale manufacturing is to be expanded, government
agencies, commercial banks or development organizations that have the resources,
skilled manpower and professional competence to do so, must assist entrepreneurs
in uncovering appropriate and viable opportunities. Entrepreneurship in |
secondary cities is sporadic and the success of new ventures is often uncertain.
Individuals or families commit small amounts of savings or cash obtained from
moneylenders at high interest rates to small-scale production activities for
which they often have little information about the market or potential demand
for their product and may quickly fail unless they can get technical assistance

in organizing and operating their businesses.

Traditional values and Tow levels of achievement motivation among many Tlow-

income families make them unwilling to take risks or to face the uncertainties

of starting new busihesses. In many Asian and African secondary cities the
highest levels of entrepreneurship are often found among minority groups or
outsiders who are not bound by traditional obligations, practices or perspectiveé.
Without organized assistance or external stimulation, many potential opportuni-

ties in middle-sized cities can go unidentified and unexploited.

But there are potentially large numbers of opportunities for small-scale
entefprise in intermediate cities. In regions where agricuTtura] production
and income have risen above subsistence levels there is usually latent demand
for goods and seryices proyided informally or through organized effort
that are imported from other regions or large cities. This is especially

true for local market goods such as furniture, clothing, housing construction
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materials, hardware, millwork and fabrics. Opportunties exist for processing

farm commodities and extracting natural resources; charcoal- and brick-making;
light transportation and construction and a wide variety of commercial services
such as appliance, vehicle and machinery repair, spare parts manufacturing and

agricultural equipment production and repa1r.80

Agriculturally-linked
industries can also provide the base of economic expansion in subsistence
areas where new seed varieties, irrigation or farm-to-market roads are being

introduced.aT

Experience has shown, however, that to increase participation in small-scale
manufacturing there must be public assistance programs that help entrepreneurs
to identify opportunities and that create the conditions that allow new ventures
to operate efficiently. India's experiments with pilot industries projects in
regions where agricultural conditions are favorable and production is increasing,
~in cities with high levels of unemploynient, in tribal and economically

lagging regions and in cities where there are large industries, branch
universities or industrial and agricultural research institutes, have shown

tiat small-scale manufacturing opportunities can be expanded. Some countries
have established regiona]Itechnical assistance and service centers in secondary
cities that help entrepreneurs identify potential investment opportunities.
Tney conduct areawide industrial, economic or market surveys that provide

information to entrepreneurs and help them prepare finance or credit proposals.

In some places they conduct entrepreneurial search, selection, and training
programs, In cities where individual entrepreneurs may be unable or unwilling
to take the risks of setting up their own small industries, these centers
establish manufacturing cooperatives that are later taken over by individual

owners or cooperative members.82
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b. Helping small-scale entrepreneurs to organize new businesses.

The Tow Tevels of education and Titeracy among many potential entrepreneurs
in intermediate cities Make it difficult for them to prepare proposals for
financing or credit that are acceptable to commercial lending institutions.
Their inability to hire consultants and management experts to prepare feasi-
bility analyses, and their lack of access to information concerning domestic
and export markets often excludes their proposals from serious consideration
by credit institutions. They are often at a disadvantage in choosing a
lTocation. And they generally lack the ability to assess alternative sites
in terms of market characteristics, distance from major market centers, and
the availability of transport and communications, raw materials and semi-
finished inputs, water and power and skilled labor. Small-scale entrepreneurs
need a great deal of assistance in formulating acceptable prospectuses or

proposals for funding by commercial banks or government development corporations.

Some government agencies in Asia offer training courses that teach skills
needed by small-scale entrepreneurs to formulate project proposals and analyze
their feasibility. The courses cover the basic principals of marketing
analysis, demand and supply forecasting, analysis of technology needs, plant
and facilities location and layout, basic accounting and financial analysis
and elements of organizational and managerial feasibility assessment. The
training is supplemented by field visits to successful plants and factories.83
Similar courses, adapted specifically to the needs of small-scale industrialists
and conducted in seéondary cities are needed to reach larger numbers‘of potential
entrepreneurs. Programs conducted by the University of the Phi]ippines‘

Institute of Small-Scale Industries, for example, that assist entrepreneurs

in preparing, formulating and analyzing the feasibility of proposals, presenting
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them to government and commercial lending representatives and phoviding
critiques for revision and improvement, have led to the funding of a significant

number of ‘small-scale enterprises in that country.

Many small-scale manufacturers know Tittle about appropriate production
technology. They imitate other small operations, improvise machinery
or buy discarded equipment, or simply use manual production methods when
appropriate small-scale machinery could expand their output and jincrease

their profits. In most countries, smaller industries are inefficient because
equipment is inadequate or inappropriate to their needs, and plant layout and
production design is faulty. Small enterprises often lack the capital to
acquire the kinds of equipment that could expand their vo]umé and quality

of production and generate greater employment opportunities. And adequate
physical infrastructure and utilities--roads, water, power and waste disposal--
are rarely available in secondary cities to support efficient operations.
Plant and facilities for very small industries are often located in makeshift
quarters or attached to the owners' houses, making efficient layout and

design difficult.

The abitlity of Sma]] entrepreneurs to plan the production and marketing

aspects of their projects efficiently is hampered, moreover, by.the1r dependence
on distributors or large buyers to set terms and prices, and by unreliable
contracting arrangements. Finally, family-owned enterprises are often too

small to obtain economies of scale in production, access to reliable markets

or adequate supplies of raw materials--all of which complicates attempts to
start new businesses. Many of these problems can be overcome through training

and technical assistance programs.
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c. Providing support services, appropriate infrastructure and

assistance with obtaining adequate sites. In Korea and a few other develop-

ing countries governments provide assistance to small-scale industrialists
in finding appropriate locations for their activities and offer leasing or
hire-purchase options to make factories available to those capable of
producing exportable goodé but who do not have the capital to purchase

adequate faci]ities.84

The inability of most small- and medium-scale producers to find adequate
facilities has made construction of industrial estates an essential part
of promotion programs in most developing countries. Generally the government
acquires and prepares suitable sites for industrial location, provides basic
infrastructure such as roads, power, water, waste disposal and service
facilities, builds and modifies plants and, in some cases, provides warehousing,
common service facilities, repair shops and financial services at the site.
The World Bank suggests, however, that providing adequate infrastructure
directly to secondary cities may be a more effective strategy than creating
industrial estates. Studies conducted in Thailand conclude that

Although industrial estates are useful as a means for

providing industrial infrastructure, their role as

vehicles for industrial development is limited. Often

the availability of industrial sites is not the critical

constraint to industrial expansion in a city, and industrial

estates can only accommodate a part of the new activities.

Furthermore, some enterprises, especially small industries

may prefer private sites which may have more modest services

but are cheaper than government provided sites. Finally,

an industrial estate is as dependent as private development

on basic infrastructure such as power supply and transport.85
Other countries provide assistance in guiding firms located in larger cities to

secondary and smaller urban centers, In Thailand, for instance, the Board of
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Industry can exempt a corporation from hé]frfhe'corporate income tax for a
specified period of time, allow deductions from taxes for infrastructure
construction and installation, allow double the normal deductions from taxes
for increased costs of transport, electricity, water supply and other utilities,
and provide exemptions from business taxes on sales and impo}t duties for
imported materials used in production, for firms that relocate from Bangkok

to secondary cities or rural ar'eas.8~6 But the experience in Thailand and

other countries shows that these incentives alone are inadequate to make the
operation of medium-scale and larger industries efficient in middle-sized
cities if basic investments have not been made in infrastructure, utilities

and transportation. The World Bank's report on the Philippines summarizes

the case concise]y’for government investment in these essential support ser-
vices and facilities when it ;otes that "fiscal incentives without these
provisions are unlikely to stimulate much new investment in the outer provinces

and with such infrastructure, incentives are probably not needed."87

d. Increasing small-scale manufacturer's access to financial resources

and credit. Perhaps the most serious problems reported by small-scale
industrialists in developing countries are the lack of access to adequate
amounts of credit from commercial lending institutions, shortages of capital
and high rates of interest. Small-scale industrialists are considered poor
credit risks. With small amouﬁts of ‘personal savings, meagre‘assets to offer
as collateral, and weak backgrounds in business, small entrepreneurs are often
excluded from serious considerétion for loans by organized credit institutions
and most depend on family savings, small profits from other businesses, or
high-interest, short-term loans from moneylenders. Once they go into debt,

they are often caught in a nearly 1nescapab1e cycle of borrowing, and sometimes
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are exploited by lenders who impound their inventories or machinery as

security.

fhe poor credit rating of small-scale industrialists is often compounded

by their lack of accounting and financial skills, their limited knowledge of
banking and credit procedures, and the comp1exify of the requirements imposed
by lending institutions. They easily become frustrated with complicated

loan application procedures. In most countries, moreover, commercial banks
and govermment agencies prefer to lend to larger, more established industries
that offer less risk, greater security and fewer problems. Small projects
therefore are often appraised entirely on the basis of the credit-worthiness
of tHe borrower réther than on the merits and potential profitability of the’
proposed venture. Moreover, the cultural gapvaetween bank loan officers and
small-scale businessmen, especially those from smaller cities, makes the

appraisal and negotiation of loans even more difficult.

A1l of thesé factors combine to restrict severely thevaccess of small ehterprises
to capital and credit. But, if participation in productive activity is to

be expanded in secondary cities, new means must be found to assist entrepreneurs
financially. They must be trained in accounting, financial analysis, borrowing
procedures and loan negotiation, A wide variety of policies and programs must
be established to increase their access to capital. Loan guarantee funds

must be established or strengthened to protect the assets of govermnment and
commercial banks lending to small-scale industrialists, the amount of credit
available to the small-scale industrial sector must be expanded drastically, and
lending institutions must expand the number of low-interest, medium and long-tem

Toans on a concessionary basis. In most countries it is necessary for national
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development banks to provide re-financing and re-discounting faciljties, and
special concessionary loan departments must be established within commercial
banks. The skills of small-industry loan officers must be improved so that

they can appropriately appraise proposals submitted by small-scale entrepreneurs.88

At the same time, "integrated lending packages," should be created by govern-
ment agencies and commercial lenders for specific industrieé to combine

credit, technical assistance, design and marketing advice and managerial

training for small-scale borrowers. Lending procedures also must be modified

and liberalized; more simplified appraisal criteria, flexible loan conditions,
streamlined application and processing procedures, lower collatefal requirements,
provision of credit insurance at nominal cost, and single credit screenings

on the basis of the proposal's merit rather than the credit rating of the

borrower, would all be essential to such a program.89

Much of Japan's success in generating small-scale industrialization can be
attributed to the fact that an "impressive array of private and government
financial institutions are engaged in financing small industries”. As one
obseryver notes, "...no other Asian country has such a vast network of lending

institutions to help small industries.“90

Where small-scale industrialization
programs have been even moderately successful, as in Japan, Korea, Malaysia

and India, it has generally been due to the attitude among government and
private bankers that this sector represents vast opportunities for expanding
productive activity, income, savings and investment, and that extensive efforts
should be made to extend credit more widely to small-scale entrepreneurs and

industrialists.
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e, Proyiding operating assistance and training in management and

production. It is only after small- and medium-scale industries are operating
that many of the most éevere problems become apparent to their owners. 1In
order for such ventures to survive and expand, small manufacturers need
technical assistance with operations and training in management and production.
Internal management and control practices are notoriously poor among small-scale
industrialists. Inadequate accounting and record-keeping systems, informal
procﬁrenent and inventory methods, and lack of productfon and distribution
scheduling, further contribute to inefficiency of many small-scale operations.
Training for workers and supervisors and "trouble-shooting" services for small-
scale industries are needed in intermediate cities. "Common-service centers",
containing facilities and equipment too expensive for individual companies to
buy should be opened in secondary cities to provide access to them for all

small enterprises at a nominal fee.

f. Helping to expand demand and overcome the limitations of small size.

Finally, small-scale industrialists need direct assistance in overcoming
problems of small size. In some cases, establishments are simply too small

to be viable and advice should be available on the possibility or desirability
~of establishing or joining industrial productibn and marketing cooperatives,

the opportunities for becoming ancillary industries, establishing subcontracting
relationships with larger industries, or simply merging with medium-size or

larger estab1ishments.g]

But even yiable small-scale establishments face
difficulties because of their size and need assistance in overcoming these
problems. Limited space for plant and equipment often makes small-scale
manufacturing or agricultural processing inefficjent. The difficu]ty of

obtaining raw materials or their high prices drives up costs, keeps machinery,
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equipment, and manpower underutilized and Towers profit margins. Small
enterprises generally cannot afford to-stockpile large inventorfes of raw
“materials .or finished goods, and products cannot be stored for sale when
market prices are most advantageous. The nature of thé product may allow

it to be produced only seasonally or when sufficient orders accumulate.

The complexities of gaining access to export markets, and their Timited
knowledge of domestic markets, keep small-scale industrialists producing
relatively small volumes. When machines break down, the scarcity of
replacement parts either disrupts operations for a long time or workers
improvise repaiés, which if done improperly causes further damége to
machinery. The difficulty of hiring workers in some developing countries is
due to minimum wage requiranenté that set salaries beyond levels that small,
marginal-profit industries can afford to pay. Exemptions from those laws

for small-scale enterprises may be needed to generate employment. Lack of
trust and excessive fear of competition among some small-scale industrialists
make them hesitant to seek external assistance or delegate responsibility
within their own establishments; they often attempt to do too many things
themselves and thus disperse their energy and entrepreneurial talent. Technical,
managerial and supervisory training in these areas should be given as a part

of every government or commercial bank loan to small scale borrowers.

Expansion of export potential for small-scale industrial products would also
help to overcome some problems related to low demand and small volume of
production. India and Nepal provide market profiles for several export
industries, assist entrepreneurs to conduct market studies and provide trend
and forecaéting analyses on market demand for some exportable products.92

Those countries that have achieved some progress in promoting small-scale
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industrial exports have used a variety of assistance methods. Korea and

Japan have comprehensive programs which include export advance incentives,

"~ loans against export usance bills, and long-term export financing. India

and Japan have drastically simplified export and’customs procedures for

some types of small enterprises. They have established advisory services

on marketing exports and give transport and shipping concessions. Through
marketing promotion schemes information about local products fs disseminated
abroad, exhibitions and trade fairs are sponsored by the govermnment in foreign
countries and central government agencies coordinate export production

activities for manufacturers.93

Korea proyides tax concessions and exemptions
from customs duties, offers inspection and quality control services and
technical advice to manufacturers, and builds industrial estates for small

enterprises capable of producing exportable goods.94

Similar programs are needed to expand the production of goods for the domestic
market. The Japanese government has set up a large number of open laboratories,
for instance, to test, analyze and inspect raw materials for small industrialists
to help them improve the quality of their goods as well as raise their
productivity. Under the "traveling technical guidance" programs, university
professors and technicians from private firms tour smaller factories throughout
the country identifying and analyzing operational problems, offering recommenda-
tions for improvement and holding guidance classes in various cities. Small
enterprises are given access to the services of research and experimental
institutes free of charge. Modernization promotion councils at the national

and perfectural levels help small enterprises to expand operations and

modernize their p]ants.g5
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Expanding the capacity of small- and medium-scale industries to strengthen
the economic base and increase employment opportunities in secondary cities
of developing countries depends on an extensive and integrated promotional

and assistance program by national and local governments.

Strengthening the Planning, Administrative and

Financial Capacity of Secondary City Governments

Coping with all of the other problems of urban development requires local
governments that can plan and manage public services and finance development
projects that will strengthen the economies of intermediate cities. Yet, in
most developing countries local governments are weak and those in secondary
cities are being squeezed from two directions. Population growth from migration
and natural increase, rising expectations and the growing deficiencies in
services and employment are placing greater demands on limited local revenues
at a time when the economies of these cities are still weak and municipalities
still depend on the national government for most of their funds. Yet, the
pressures on national governments have also been increasfng because of slow
rates of economic growth and greater demands for investment. National govern-
ments, therefore, have little flexibility to meet the needs of secondary cities.
This dilemma is noted explicitly in a recent study of intermediate cities in

the Philippines, which points out that "the demands being placed on the resources
of the national government are such that they are increasingly precluding the
possibility of /it/ taking any lasting positive actions to deal with the

crucial problems of poverty in the chartered cities. The responsibility and
initiative in dealing with these problems are going to fall increasingly on

the shoulders of the chartered city goverrlnents."96
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Yet, local administrative units in the Philippines, as in most other develop-
ing nations, are creatures of the central government. They depend on it for
authority, financial resources and technical expertise. They have Tittle
capacity to deal with the problems that accompany growth and diversification

or to take the injtiative in promoting development. Typically, the ability

of local governments to plan, finance and carry out programs is severely
constrained as is their ability to stimulate, guide or support urban development:

1. They lack Tocal sources of revenue to deal wjth urban problems
and to meet local needs and are dependent on transfers of revenue from the
central government both to undertake development projects and to finance their
routine operations.

2. Many city governments are understaffed and have few competent planners
and managers. Local administrative and technical personnel are poorly paid,
morale and productivity is low and political and bureaucratic constraints
diséourage them from taking the initiative in solving local problems.

3. Few city governments have adequate Tegal authority or administrative
capability to solve local problems; control over the services and fac11itie§
needed to strengthen the economies of secondary cities are often retained
by national ministries or fragmented among local, provincial, state and
national government agencies.

4, Seyere restraints are often placed by the national government on
local governments' ability to raise revenue, either through local taxes or
by borrowing, as well as on discretion in making expenditures from local budgets.

5. City officials not only lack the technical or managerial skills to
cope with complex economic, social, physical and administrative problems but

they usually lack appropriate equipment, supplies and facilities to provide

the basic services needed to stimulate growth and to guide or manage development.
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6. There are few, if any, mechanisms through which residents of most
secondary cities can participate in development decisions that affect their
neighborhoods and districts and through which problems of secondary city

growth can be solved.

Paradoxically, in many countries the government structure is highly centralized,
but control over local functions and activities is fragmented widely among
government agencies. In the Philippines, for example, mayors have the
authority to appoint only a few low-level administrators and all of the more
important city government officials--treasurers, assessors, engineers and

fiscal and health officers--are appointed by national ministries, usually

without consultation with the mayors.97

In Thailand, responsibility for

roads, traffic management, electricity, telephones, middle- and high-school
education, hospitals, police protection, public housing and other essential
urban services in municipalities are held by national ministries, agencies
and boards. Municipal governments only have responsibility for land use

planning, fire protection, markets and parks, primary education and refuse
disposal. But they depend on the central government for revenues to carry

%8 Graham notes in his study of local government in

out even these tasks.
Latin America, that "the impact of centralization and reconcentration of bureau-
cratic power in the hation's capital, no matter how dispersed its actual
application may be within individual agencies and ministerial divisions,

is such that few services can be provided at the local level that are not

the function of some field organ of a centra] government minjstry or autonomous
agenc_y."99 In Brazil the authority to provide services to secondary cities is
fragmented among public agencies and corporations, local governments and

central government agencies. World Bank analysts point out that there are
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great differences in the capacity, and interest, of these organizations to
provide services to cities and, thus, the government's development programs

have had 1limited success in coping with urban plr'ob1ems.]00

This organizational overlapping and fragmentation is not necessarily the most
critical problem., Indeed, it can be an advantage in channelling resources

to secondary cities from many sources. But the Tack of an institution
specifically responsible for implementing secondary city deve1opment programs
leaves a vacuum within the national government. Unless one agency has
primary responsibility for impTementing poj1cy, it is unlikely that secondary
cities will have a strong advocate in the central government to press their

demands and obtain resources needed for their development.

Moreover, without stronger authority to deal with urban problems within the
governments of secondary cities there is Tittle chance that they can make

effective plans for guiding the pace and direction of development or integrate

their plans with national and local budgets. Atmodirono and Osborn observe

the great difficulties local governments in Indonesia's secondary cities have
in "pursuading each service administration with a larger compass of responsi-

bility (1ike the national electricity, education, health and telecommunications
bodies) to provide what the city thinks it needs--in competition with all

other localities in Indonesia."]O]

If national urbanization policies are to be carried out effectively in secondary
cities it seems essential to have a national agency at cabinet level, or a |
semi-autonomous Urban Development Authority, to coordinate and direct central
government programs for secondary city development. Such an agency should

have the power to raise revenues--through bonds, taxation, or special allocations
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from the treasury--to construct infrastructure, utilities, roads and other
capital facilities, and to provide essential services in intermediate cities,

until their revenue bases can be expanded.

Moreover, as cities grow to intermediate size it becomes more difficult to
govern them effectively from the national capital. Greater authority to make
and carry out decisions concerning development is needed within local govern-
ments; If devolution of authority and responsibility is not politically
feasible, then at least prefectural arrangements, wherein a single chief
executive js appointed by the central government to coordinate activities
within secondary cities, seems essential to integrate the plans and programs

of various government agencies.

But the most serious and frequently reported difficulty that city governments
face in meeting the needs and challenges of urban growth is the severe shortage
of local financial resources. In most developing countries, national govern-
ments not only provide little authority for municipal and Tocal governments

to raise revenue, but place tight restrictions on their ability to do so.

Thus local governments depend on transfers and grants from the national treasury.
The World Bank found in studies of secondary cities in Thailand that "the

local authorities' powers to raise both tax and non-tax revenues are 1imited

and the criteria according to which shared revenues are distributed among

t .,102

governmentunits are inconsisten Small secondary cities in Mexico, such

as Oaxaca, are "forced to depend almost completely on allocations from the

center."103

Their success in obtaining development funds is sporadic and
often they can only acquire money for projects that are visible and cosmetic,

such as improving the appearance of the city hall or building a sports stadium.



- 312 -

In Egypt, urban governorates in secondary cities such as Port Said, Ismalia
and Suez receive from 79 to 87 percent of the money for local expenditures
from the central government, and all local governments receive 75 percent

or more of their budgets from national grants.]04

Local governments in many developing countries are allowed to derive revenues
only from sources that are likely to yield the least amounts of money, while
more lucrative sources are retained or taken over by the central government.
In Thailand, for example, municipal governments depend on local revenues

from rent taxes on commercial property, a land development tax--from which
owner occupied residential and agricultural land, most government land, land
used for religious purposes and commercial buildings subject to rent taxes
are all exempt--slaughter and signboard taxes, rental income from municipal
property, and fees and license charges. These tend to be either very restricted
revenue sources or taxes that are difficult to collect. Al1 other sources of
revenues are controlled and proceeds are distributed by national agencies.
Local governments lack authority even to collect local property taxes. Thus,
in cities such as Chiangmai, municipal development expenditures are extremely

105

low, averaging less than th e equivalent of US $75,000 a year. World Bank

analysts argue that "the revenues of the municipalities and other local
governments are inadequate for effective performance of their legally mandated

w106

responsibilities. Similarly, in Indonesia, observers note that the central

government "reserved to itself and secondarily the provincial governments

the most lucrative taxes."]07

The cities obtain the bulk of their Timited
revenues from poorly administered levies on buildings, lands, hotel and
restaurant receipts, and radios. They depend on central govermment transfers

for most of their operating expenditures and development investments. Most
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of the services brovidéd in large cities have 1ittle or no influence on their

decisions.

Among the actions that need to be taken to improve and strengthen local
financial capacity'are:

1. Expanding taxing and revenue raising authority for the larger
secondary cities, allowing them to raise taxes from a wider variety of local
sources and to use a greater number of taxing instruments. |

2. Creating special funds for urban development that can be used to
finance costly capital and infrastructure investment in secondary cities
and that can be replenished frbm national revénue sources such as customs,
excise or import taxes that are set aside from 1ine agency budgets.

| 3. Providing statutory paymeﬁts to local govérnments from fixed
~percentages of recurrent revenues of central government agencies or state or
provincial government budgets as grants, thus giving city administrations more
flexibility to meet local needs and demands.

4, Providing technical assistance and training to local officials in
improving tax administration and collection procedures and increasing revenues
from existing sources. |

5. Allowing city governments to draw loans from national development
banks or credit authorities to provide services and facilities for which
users can be charged and which gener;te revenue that can be used to repay the
loans. |

6. Allowing more f]éxibi1ity for local governments to spend their reVenues
to meet Jocal needs and demands, without overly constraining rules and regulations

that prevent or inhibit them from using the resources available to them.
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7. Granting, or eliminating, property taxing powers to city govern-
ments and improying their capacity to do tax-mapping, keep énd maintain
records, assess property more accurately and fairly, and collect revenues
more effectively.

8. Standardizing and improving jintergovernmental transfers and
allocating funds from the national government to secondary cities more
effectively so that revenues reach them in a timely manner.

| 9. Allowing, or expanding the authority of, city governments to engage
iﬁ public enterprise for activities not offered by the private sector, and
re]axing'restrictions or ceilings on the profits of such enterprises.
10. Allowing, or expanding the authority of, city governments to levy
preferential land use and business taxes to stimulate desired economic
activities and to guide the physical patterns of development within inter-

mediate cities.

Finally, most secondary city governments lack the skilled personnel to plan

and manage development activities, especially those imprdving the Tiving
conditions and employment opportunities of the poor. Atmodirono and Osborn
found in their studies of middle cities in Indonesia that the shortage of
trained technical and administrative staff was at least as serious a

problem for city governments as the scarcity of revenue. It inhibited them

from extending services and facilities and delayed or obstructed new development

projects.]o8

A similar problem was noted in nearly all of the case studies of
secondary cities reviewed here. In the Philippines, special programs are

being sponsored by the USAID Mission to upgrade the planning, management and
organjzational capacity of secondary city governments and to establish procedures

through which lower income families can participate in the planning and adminis-
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tration of self-help programs in theijr neighborhoods. The objective of the
development program is to strengthen the intermediate cities' administrative
and organizational structures for planning and coordinating public services
and facilities; conduct surveys to identify appropriate client groups and
their needs; create a planning and management process that brings together
city officials, national govermmert ministry staff and affected citizens to
shape the physicai, social and economic development of the city and train
city officials and staff jn managerial and technical skills required for
planning and development. The program will help to create procedures for
project identification, formulation, finanzirg and implementation of social
action plans, and gevelop or erpand city equipment pools. It will assist
cities to acquire approprﬁate construction and other equipment needed to

implement development projects.109

Integrated programs of training, technical
assistance, financial aid and project implementation such as these can often
make a stronger impact on development in secondary cities than uncoordinated

assistance activities.

THE NEED FOR FURTHER RESEARCH AND DEVELOPMENT

Because much of the research on urbanization in developing countries in the
past has been focused on macro-economic and demographic issues and on the
problems of primate cities and the largest metropolitan areas, relatively
Tittle is still known about the economic, social and physical factors

affecting the growth and development of secondary cities. This review of the
literature and experience with intermediate city development rajses even

more questions that it could possibly answer. At best, this and other existing

studies only provide a starting point for the extensive research and hypothesis
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testing that remains to be done before international development organiza-
tions and national govefnments caﬁ begin to plan and implement urban develop-
ment policies more effectively. International agencies, however, can sponsor
and help carry out comparative research on intermediate cities and to assist
governments in developing countries to do applied research and organize pilot

and demonstration projects in middle-sized cities.

Directions for Comparative Research

The 1ist of issues that need further investigation is overwhelming. The
East-West Center's Population Institute has identified topics that range

from the implications of national and international development strategy,

of national economic and social policies, and of the characteristics of labor
markets and population mobility processes to the effects of resource accumulation
and circulation processes and of institutional and political structures on

the growth and development of intermediate cities. Its staff has suggested

high priority topics in at Teast four categories:].IO

1. Comparative research on national and international policies affecting
intermediate cities, including the nature of urbanization and transformation
from rural to urban societies in different countries, studies of international
emigration and the flow of remittances, and analyses of the leakage of resources
due to different patterns of industrialization and investment.

2. City-wide or regional studies of the effects of different agricultural
or industrial development policies on regional economic growth and the developmen:
of systems of secondary cities; the effects of decentraljzation and resource
frontier deyelopment on intermediate citjes; the structure and processes of
informal and formal sector labor markets and circular migration in secondary

cities; resource flows through regional urban centers and their retention rates,
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and the roles of elites in urban and regioné] déve]opment.

3. Sectoral studies of the impact of export industrialization,
multinational banking and agrobusiness on secondary city economies; agri-
cultural pricing policies on food production and distribution in urbanizing
regions; the impact of transportation\on rural-urban and regional labor
mobility, and the‘impact of public expenditure patterns on secondary city
development.

4. Household studies of the impact of inflation on family expenditures
~and conditions of self-sufficiency in intermediate cities, the incidence of
different tax schemes on lower-income hduseho]ds; social and spatial mobility
of households at djfferent income levels; saving-expenditure behavior
of families at different income levels living in secondary cities, and patterns

of local participation and political Teadership.

To these topics, Richardson has added the need for more effective analyses of
the economic and employment structures of cities of different sizes in
developing countries, of threshold levels of service costs and of threshold
sizes of cities performing different combinations of urban functions. He
argues that little research has been done on the policies that are likely to
lead to polarization reversal and that more research is needed into the
processes of polarization reversal in those countries such as Brazil and
Korea where jt seems to be taking place. Moreover, he suggests that an.
important research priority is the analysis of "what types of city size
distribution offer the best compromise between the hierarchy needed for the
production and distribution of goods and services and that required for the
transmission and diffusion of growth impuises and innovation over national

space." 11 More research also needs to be done on agglomeration economies
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in cities of different sizes, the impact of transportation linkages on urban
and regional deve]opment, and the effectiveness of different location and

infrastructure investment subsidies in cities of different s1’zes.112

This study also raises a number of questions that need further investigation.
Much more needs to be known about:

1. The relationships among population size, interurban distances,
effective market areas and the capacity of secondary cities to perform various
economic and social functions;

2. The role of different patterns of national investment allocation
on stimulating or retarding‘secondary city growth;

3. The patterns of change in comparative advantage, specialization and
functional complexity in intermediate cities as nations become more urbanized
and industrialized;

4. The interaction of economic, political, social and physical factors
in the dynamics of middle-sized city: growth in countries with different
national development strategies;

5. The importance of different combinations of factors on the
developmental or exploitational orientation of urban economies under different
sets of political and economic conditions, and the impact of local and national
policies on strengthening or changing those orientations;

6. The.ro1es of local Teaders in promoting the growth of secondary
cities as catalysts for regional development;

7. The effects of different combinations of linkages and interactions
between secondary cities and smaller towns and cities in their regions on»

growth and development of rural areas;
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8. The degree of linkage or "closure" needed to promote the development
of smaller cities and towns in the rural hinterlands of secondary cities in
an equitabTe manner; |

9. MWays in which the commercial and industrial sectors of secondary cities
can be made more labor-absorbing and in which demand for local goods and services
can be expanded in cities with high levels of poverty; and

10. The effects of national policies for 1imiting or redirecting the
growth of primate cities and major metropolitan areas on the growth and

development of intermediate cities.

Undoubtedly, these 1ists could be expanded even further, but they indicate

the magnitude of the need for systematic and comparative analyses of secondary
cities in developing countries before development policies and programs can
be better refined. The pressures of urbanization in developing nations,
however, are unlikely to abate while researchers gather more information.

The most effective research will probably be applied, and done in combination
with pilot and demonstration projects that test alternative strategies and

policies for changing the urbanization pattern in.developing nations.

Applied Analyses and Pilot Projects

International agencies and governments in developing countries can play an
important role in increasing the base of knowledge and information about
secondary cities through:

1. Comparative research on the socio-economic and physicaT characteristics,
and the dynamics of growth and development, of intermediate cities within
developing countries that can be used in formulating more re]évant and
appropriate national development strategies; '

2. Llongitudinal studies of changes in the intermediate level of the



- 320 -

urban hierarchy as national economic, social, and political conditions
change, that can provide better information by which to formulate policies
to reinforce or to alter emerging trends;

3. Pilot projects for designing national urbanization strategies in
which different combinations of policies and programs are used to strengthen
the functions and stimulate the growth of intermediate cities in different
regions of the country;

4. Demonstration projects based on the combinations of policies and
programs tested successfully in pilot projects;

5. Longitudinal studies of indiyidual secondary cities in different
regions of developing countries to provide better information about the
dynamics of growth that might be used to plan and manage secondary city
development more effectively in the future; and

6. Monitoring studies through field stations established in cities
where other large scale projects are being carried out, to assess the impact
-of those projects on urban economic, social and physical development that

can provide information useful in refining project designs.

Refocusing Development Assistance on

Secondary Cities

Finally, it should be noted that international assistance organizations and
governments in developing nations can do a great deal to strengthen the
intermediate level of the urban system simply by reorganizing many of their
existing financial and technical assistance programs and by refocusing them on
secondary cities. They now engage in many development activities that,

directly or indirectly, affect the growth of secandary cities, and that could
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be used to strengthen their economies if the activities were more integrated
and deliberately designed to develop intermediate urban centers, Similar
programs ‘for smaller cities and large market towns in rural areas might
stimulate their growth and diversification as we]],_thereby increasing the
number and geographical distribution of secondary cities and creating a
stronger network through which the benefits of urbanization might be spread

more equitably,
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