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I. SUMMARY AND RECOMMENDATIONS
 

A. INTRODUCTION 

The UDSS Project is designed in recognition of the importance of the urbanization pro­
cess now underway in LDCs, with its massive requirements for land, jobs, shelter,
infrastructure, and facilities to service the existing and future urban populations
(expected to be a majority of the total population by the year 2000). 

The UDSS Project views urbanization as a priority along with rural development and 
agricultural production in achieving national economic and social objectives in the
LDCs. It establishes an approach which recognizes the close correlation between
increasing GNP per capita and increased levels of urbanization and the interdependence
between urban and rural economies. Within the national settlement system, the UDSS
Project also recognizes the positive role of the primary city while at the same time 
encouraging secondary city development. 

A principal iim of this project is to assist and strengthen AID's urban efforts. Thus,
the UDSS Project is designed to foster coordination and collaboration between PRE/H
and other AID bureaus and missions. 

AID has been involved for many years with capital and technical assistance which
impact urban areas though the recognition of the importance of urbanization in LDC 
development has never been a high priority within the Agency. The previous Office 
of Urban Development undertook various important and useful research projects and 
some demonstration projects but was constrained by limited resources. AID does not 
have a large cadre of personnel with the requisite skills in urbanization. The UDSS
Project will help build internal AID capacity to devise appropriate methods Pnd tech­
niques for urban programming. 

The UDSS-stipported activities will, in part, respond to requests from USAID VIissions
and LDCs. It is expected there there will be an accelerating demand for activities 
over the life of the project. Therefore, it is important to build capacity, test 
appropriate methods and techniques, and obtain experience with the UDSS activities in 
order to prepare for increased demands in the last years of the program. 

The range of UDSS Project activities will bring All) into contact with many new LDC
institutions and agencies and provide an opportunity to build rapport and cooperative
re!ationships. Many of the urban policy recommendations generated by UDSS Project
activities will likely be at variance with present practices in LDCs (e.g., the empha­
sis on cost recovery, affordability, appropriate standards, and minimization of urban
subsidies). Nevertheless, the length of the project should be sufficient to build a 
constituency for policy change. 

The urbanization issues to be nddressed in L[)Cs are enormous, and capital and tech­
nical assistance requirements vstly out-strip the resources available from AID (and
indeed the combined resources of the entire donor coinmuni ty) . The UDSS Project will
develop techniques to identify strategic targets for All) programming which will have 
the largest feasible beneficial impact on the urbanization process. 

Technical annexes have been provided at the back of the report to supplement the 
main body of the paper. 
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B. EVOLUTION OF THE UDSS PROJECT
 

AID has been an active participant 
 in urban capital and technical assistance projectsthroughout its history. Large sums have consistently been allocated to primarily urbanbeneficiaries; for example, it is estimated that $821.5 million of the FY84Congressional Presentation is targeted to urban popu!ations not including the significanturban impact of PL-480, CIPS, and casn transfers. 

Nonetheless, the urban policy of AID has been 
even 

slow in evolving and rather limited, ornegative in its assignment of priority. The most recent formal policy statement(PD-67 Urbanization and the Urben Poor, May 27, 1976) reinforced the limited dimen­sions of AID's urban interest as related to other, particularly rural developmentpriorities. Urban activities of AID have continued
levels more or 

with relatively high cxpenditureless outside a rationalized All) urban policy. This issue is currentlybeing addressed within AID through an active urban policy dialogue which, while notyet final, is likely to provide a much more positive basis for AID participation inurban activities. It will lead to a coherent framework linking the process of urbani­zation to national economic development in the LDCs, and the four key principles ofthe Agency: private enterprise development, economic policy reform, institutionaldevelopment, and technology transfer. The UDSS Project reflects these new directions
of Agency urban policy. 

Within AID, a number of offices and USAID Missions are currently participating inprogramming in urban areas. The UDSS Project is designed to be complementary andsupportive of these efforts. Previously, the Office of Urban Development was thecentral place within AID for urban research and the execution of selected urbandemonstration projects. The Office of Urban Development, with very limited fundingreflective of the low priority given to urban issues at that time, conducted severaluseful and important projects that have contributed to the knowledge base of the 
Agency.
 

In 1982 the urban development function was transfered to the Office of Housing toform a new Office of Housing and Urban Programs (PRE/H). This important step com­bined for the first time the broad issues of urbanization with the technical and HGcapital resources of the Office of [Housing with its extensive urban shelter sector
experience. 

PRE/H, since receiving this mandate, has undertaken a variety of activities in urbanprogramming which have contributed to the formulation of the UDSS Project concepts.The UDSS Project proposes to facilitate the execution of the urban programming func­tions of the office for the next five years. 

C. SUMMARY PROJECT DESCRIPTION 

1. Goal and Purpose
The overall goal of the UI)SS Project is to strengthen the ability of LDCsguide national urbaniztiori efficiently in order 

to 
to achieve the maximum contri­bution to national economic growth while ensuring the achievement of socialequity for the urban poor in terms of access to shelter, infrastructure, facili­ties, and employment opportunities. 
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This project is complementary to the Housing the Urban Poor (HUP) project that
will, in part, address socia! equity issues through shelter-related programs. 

The Urban Development Support Services Project will be 	 mainly concerned with
the long-term reduction of urban poverty by dealing with the larger issues ofurbanization as it relates to national economic growth, the enhancement of
opportunities for urban-based private enterprise initiatives, the strengthening ofurban institutions at national local and fosterthe and levels; will the adoption
of urban policies which seek the rational selection of urban centers for priority
attention because of their economic growth potential, guidance of efficienturban development with stress on appropriate standards, and selective ofuse 
capital investment. 

UDSS/HUP approaches to urban poverty reduction justifiedare in that to stress
only the amelioration of 	 urban poverty would be to ignore the importance ofurbanization as a major contributing force to national economic growth. Only
through sustained economic growth can a nation hope to ultimately reduce 
poverty, both urban and rural, at nationalthe scale. 

Conversely, to only role of 	 instress the urbanization supporting national econo­
mic growth would be to ignore the reality that benefits of economic growthtake time to filter down to the urban poor. Therefore, the two projects pro­vide a balanced AID initiative concerned with both critical issues in most LDCs. 

The second overall purpose of the UDSS is 	 to contribute to improved urban
programming in AID in general and the USAID Vlissions in particular. PRE/Hwill provide support in a variety of ways described below, all related to
assisting other components of to urban andAID address issues requests being
received in increasing numbers from LDCs. 

2. 	 Project Components
The components of the UDSS Project cover a variety of potential activities, and 
can be classified into four basic groupings. The approach will be to providesupport for overall assessments of various aspects o" urbanization and to target
selectively in specific, limited project activities. The work wili be undertaken
either for one of the USAID Vissions or All) offices or directly by PRE/H within 
an LDC. Within these four groupings the following are indicative of the acti­
vities to be supported: 

a. 	 Assess Broadly 

1) 	 Within LDCs 

* 	 Support the preparation of national urban policies. 

* 	 Conduct specific sectorial nssessments within urban areas (e.g., land
needs, construction, industry, urban management and urban finance,
and public/private partnerships in urban economic growth, etc.) 
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2) 	 Within AID
 

" Participation in AID urban policy and strategy 
 formulation. 

* 	 Develop effective AID methods and techniques for achieving UDSS 
objectives in LDCs. 

* Monitor urbanization trends in LDCs.
 

" Conduct practical applied urban related research into key issues.
 

" 	 Provide support to USAID missions, upon request, for preparation of 
the development component of the CDSS. 

* 	 Conduct urban development assessments (UDAs) in LDCs the requestat 

of the USAID Mission. 

b. 	 Target Selectively 

1) 	 Within LDCs 

" 	 Support for national or local urban institutions through short-term 
technical assistance focused on improving a specific function of 	 the
institution; long-term technical assistance to increase the overall capa­
city of an urban institution, training programs (both in-country and
international) , and technical assistance for institutional policy deve­
lopment. 

" 	 Action planning and programming in a specific urban location including 
concept plans for key urban centers, urban service delivery programs,
public/private partnership programs, urban finance and credit 
programs. 

* 	 Preparation of selective capital assistance programs (using AID 
funding, other donor funding, or HG funding) for small scaleinfrastructure systems and maintenance, selected urban facilities 
(markets, medium/small scale enterprises, health and education faci­
lities primarily in support of shelter projects) , and urban services 
capital equipment essential to overall LDC objectives. 

2) 	 Within AID 

e 	 Develop urban program management capacity within PRE/H and related 
RIIUDOs. 

* 	 Provide specific support upon request for USAID Missions and AID 
offices in the preparation of urban-related PIDs and PPs, and eva­
luation of urban projects whether or not PRE/H is involved in the 
specific project execution. 
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3. 	 Institutional Arrangements 
Over the five years of the UDSS Project, PRE/H will slowly increase its capa­
city to manage the program and to provide the requisite services to USAID 
Missions and LDCs as requested. This will require adding contract staff to 
each of the RHUDOs (based on the demand for services within a particular 
region ). 

It is anticipated that urban program activities will be developed and executed in 
the same manner as the present shelter sector activities of PRE/H. PRE/H will 
develop its own annual work plan which will focus on essential applied research,
selected demonstration projects within LDCs, and training activities as are 
required to develop a coherent integrated urban program. Working relationships
with other offices of All) which have related urban activities will be established 
to 	ensure coordination, cooperation, and avoidance of duplication ofthe 	 effort. 

The USAID Missions will be directly involved in requesting various urban-support.
In order to facilitate this relationship, PRE/H will circulate to all relevant 
Missions materials which describe the urban services available and provide over­
view and selective information on urbanization. Close coordination and contact 
with Missions will be required since it is expected that the majority of activi­
ties supported through the UDSS Project will be 	 generated by Mission requests. 

4. 	 Financial Plan Summary 
The UDSS Project seeks a funding level of $11.07 million for a five-year period
between FY84 and FY88. The annual requests are for: 

FY84 $ 1,241,000 
FY85 $ 2,100,000
 
FY86 $ 2,180,000
 
FY87 $ 2,579,000
 
FY88 $ 2,970,000
 

The annual increase in funding levels represents both inflation and a general
expansion of the program activities as the overall effort gathers both experience 
and momentum. 

Assess Broadly/Within LDCs 	 $1,902,806 17.0% 
Support National Urban Policy
 
Formulation and Urban Sectorial
 
Assessments.
 

Target SelecLively/Within LDCs $3,801,611 34.0% 
Support Urban Institutions 
Training, Action Planning and 
Programming, and Preparation 
of 	Capital Assistance Projects. 
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Assess Broadly/Within AID 
Monitor Trends, Applied 
Research, Support CDSSs, 
Conduct IJDAs. 

and 

$1,541,946 14.0% 

Target Selectively/Within AID 
Develop RHUDO Capacities, 
Assist Missions with PIDs 
PPs, and Urban Evaluations. 

$3,823,91 6 35.0% 

$11,070,279 100.0% 
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I. 	 DETAILED BACKGROUND AND PROJECT DESCRIPTION 

A. 	 URBAN DEVELOPMENT CONTEXT 

The Urban Development Support Services (UDSS Project) program has been developed in 
response to the growing importance of the urbanization process in the LDCs as it
affects national economic growth, urban employment generation, the increasing num­
bers of urban households living in poverty, and the related impact on national social 
stability. 

The UDSS Project recognizes the following dimensions of the global urbanization 
process: 

1. 	 LDC urban populations are increasing much more rapidly than rural populations
and by the year 2000 it is estimated by the United Nations that the majority of 
the population will live in urban places. 

2. 	 Over one billion new urban residents will be born or migrate between 1980 and 
2000 according to World Bank estimates. 

3. 	 Over 100 million urban households (approximately 500 million persons) are 
expected to be living below the poverty line (as estimated by the World Bank)
in the year 2000. 

4. 	 These projections may prove conservative given the limited global prospects for 
expansion of agricultural employment. 

5. 	 Stimulation of urban economic growth is concurrently threatened by the world­
wide decline of commodity prices, the very high levels of LDC debt, protec­
tionist trade barriers to manufacturing exports, and high energy costs. 

6. 	 Rapidly growing urban populations combined with sluggish or negative economic 
growth rates, as is the case in many LDCs today, is a formula for economic 
and social disaster with negative ramifications for developed countries as well as 
for LDCs. 

7. 	 By the year 2000, between 279 million and 609 million new jobs will be required
in LDCs, the majority in urban places. Even with the low estimate, if each 
job costs $10,000 to create it would require 5.3 timeis thd collective 1980 gross
domestic investment of the LDCs. 

8. 	 The physical requirements of urbanization are equally enormous between 
1980-2000. Additional urbanized land requirements will range between 

km2 	 241,000 and 105,000 kn depending on densities and policies selected. 
Between 300 and 350 million new housing units will be required. The World 
Bank estimates that it would cost $116 billion 1975 dollars to provide basic 
shelter for just the urban poverty level households, $187-210 billion 1978 dollars 
for water supply to each house and $390 billion to $439 billion 1978 dollars for 
sewerage systems. Social facilities will cost billions more. 
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In response to the massive dimensions of Third World urbanization, there has been a 
tendency among LDCs and international donor agencies alike to postulate strategiesthat would slow or even stop the urbanization process. This paper argues that this 
negative view is incorrect and that positive approaches to urbanization are required.
This is not to say that emphasis on rural development and increased agricultural pro­
duction is wrong. On the contrary, this priority emphasis is essential to the achieve­
ment of national economic and social objectives. The UDSS Project stresses that a
twin development strategy that seeks balanced urban and rural economic growth
(determined on a country-by-country basis) will reinforce the present AID rural focus 
and enhance its potential for success. 

This view is supported by three key principles which have been well established by
extensive research: 

1. 	 Urbanization and GNP per capita are closely and positively correlated. A stra­
tegy that deliberately slows or stops the urbanization process is likely to nega­
tively affect a country's national economic growth rate. 

2. 	 Urban economies and rural economies are interdependent. 

3. 	 Migration from rural to urban areas in countries that have surplus rural popula­
tions or very high person/land ratios is, overall, advantageous both to the rural 
and urban economies. 

Finally, the UDSS Project is predicated on the view that a positive urban policy
includes the entire urban settlement system and recognizes the interdependence of
urban centers including the primary city. There has been a tendency not only to view
urbanization negatively, but to single out the growth of primary cities as being par­
ticularly bad. Linn, Richardson, and Mera (among others) have documented the
importance of primary cities in national development. The UDSS Project seeks to
establish a balanced approach to enhance the efficiency and performance of primary
cities while stimulating the productive role of secondary cities in overall national eco­
nomic development. 

These points are developed more fully in Section IV (Social Analysis) and Section V 
(Economic Analysis) of this project paper. 

B. 	 AID's STRATEGY 

1. 	 AID's Overall Urban Policy

AID has consistently made 
 capital and technical assistance available for urban
activities since the inception of the agency. From FY49 to FY71, it supported
154 technical assistance and 115 capital assistance projects concerned with
urban development. Almost $4.5 billion was disbursed for urban activities 
during this period. Nonetheless, the first Agency urban policy statement
(PD-54 Guidance Statement on Urban Development) was not issued until June
15, 1973. This policy recognized that urban activities were likely to be
required within LDCs and justified a secondary role for urban programming
within AID. 
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The second policy statement (PD-67 Urbanization and the Urban Poor) was 
issued in May 1976. This statement reiterated the premises of the earlier 
policy and added concerns for urban employment, improved urban planning, and 
social welfare while still recognizing the secondary role of urban priorities 
within AID. 

Currently, there is a new urban policy under preparation in AID. This policy is 
likely to be more positive about the role of urbanization and national economic 
development in LDCs and to argue for an increased priority for urban activities 
while still recognizing the importance of AID's traditional priorities. The new 
policy will relate urban activities to the four current emphases of the Agency: 
private enterprise development, policy reform, institutional development, and 
technology transfer. The UDSS Project is proposed within the context of the 
forthcoming urban policy of the Agency and is compatible with its major empha­
ses . 

2. 	 PRE/H's Basic Urban Policy Objectives
The UDSS program is predicated on a set of basic urban policy objectives of 
PRE/H. These include: 

a. 	 Support the contribution of urbanization to the achievement of LDC national 

economic development. 

b. 	 Recognize the interdependence of rural, regional, and urban economies. 

c. 	 Support the efficient development of national uraco..and regional settlement 
systems. 

d. 	 Achieve improved social equity for the urban poor. 

e. 	 Promote the most efficient uses of capital and human resources through the 
adoption of appropriate urban development standards, technologies and poli­
cies stressing affordability and cost recovery. 

f. Seek enhanced performance, efficiency and capacity amongst LDC urban 
institutions. 

g. Enhance the capacity of the private sector to contribute to economic and 
urban development through improvement in public/private partnerships. 

All of the activities to be supported by the UDSS Project are designed to 
contribute to one or more of these basic objectives. 

3. 	 PRE/H Operational Objectives 
PRE/H, in seeking to achieve its basic urban policy objectives, will utilize the 
following operational objectives: 

a. 	 Assess its acquired urban experience and knowledge and disseminate the 
results in such forms as reports and workshops to improve understanding of 
urbanization within AID, the international donor community, and the LDCs. 
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b. 	 Utilize its resources and expertise to assist USAID Missions and offices with 
their urban programs upon request. 

c. 	 Develop an integrated and coherent urban program of mutually supporting 
activities through PRE/H's RHUDO network. 

d. 	 Give priority to those urban activities which relate to and build upon the 
shelter sector experiences of PRE/H. 

e. 	 Seek to build long-term ralationships with key LDC institutions through tech­
nical assistance, training, PRE/H conference participation and urban capital
projects through the use of HG authorizations. 

4. 	 The Demonstration Aspects of the UDSS 
It is clear from the most cursory analysis of the available data on existing LDC 
urban deficits and future requirements that AID cannot mobilize sufficient capi­
tal or technical resources to meet LDC urban development requirements in 
aggregate terms. 

The major emphasis of the UDSS Project, therefore, must be to demonstrate 
activities, procedures, methods, and techniques that suitable for adoptionare 

on a broad scale within the LDCs.
 

UDSS Project activities will therefore stress "replicability" and "affordability" in 
their design and implementation. For example, the introduction of lower cost 
standards and technologies providing acceptable levels of urban services will 
enable more widespread distribution of such services as LDCs can thus serve 
more population the same levels. The ofwith funding demonstration effective 
and equitable means of cost recovery from urban services will mean greater
mobilization of local finance for future urban investment. 

UDSS Project activities will attempt wherever possible to "leverage" their impact
within an LDC by effecting policy changes which are resource-conserving, shift 
the primary funding responsibility from the public to the private sector where 
appropriate, and offer the greatest chance for stimulating economic growth,
thereby adding to the domestic resource base. 

UDSS Project activities will be beneficial to 	 LDC governments and institutions 
even when they are not the immediate target group for the activities. This
will be accomplished by the dissemination of the results of research,
experience, and studies through technical reports, conferences, and training
activities. In this way it is expected that PRE/H and AID's urban policies and 
perspectives can cumulatively begin to have a significant impact on 	 how LDCs 
perceive their urban problems and select appropriate, affordable, and effective 
policies in response. PRE/H expects to thus achieve the kind of global impact
in urban development as has been achieved in the shelter sector. 

5. 	 Target Group Selection 
The magnitude of the urban development task in the LDCs which the UDSS
 
Project seeks to address will clearly exceed the resources which can be made
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available. Target group selection will therefore be critical in managing the 
program. Section IX of this project paper develops a set of criteria to 	 guide
target group selection. The kinds of target groups that are of importance 
include: 

a. 	 Countries to be selected 
The countries selected for assistance will vary in size, population, economic 
situation, and extent of their present and future urban problems. The cri­
teria for selection of countries are: 

" 	 Evidence of interest in addressing urban issues; 

" 	 Willingness to respond to such interest on tne part of the USAID Mission, 
the relevant AID Bureau, and the RHUDO; 

" 	 Potential for meaningful urban policy dialogue; and 

" 	 Potential for mobilizing domestic or international resources (including HG 
authorizations) to achieve urban investment objectives. 

b. 	 Urban areas to be selected 
Whereas certain UDSS Project activities (e.g., support for national urban 
policy formulation, etc.) will affect the entire settlement system, most of 
the activities will target a limited of urban centersnumber 	 within the 
settlement system. The criteria for selecting a given urban center include: 

o 	 Demonstration of growth capacity, which might be indicated by its recent 
past rates of employment or population growth; 

o 	 Suitability for the location of industry or commercial services; 

* 	 Potential of vertical or horizontal expansion in density and/or physical
size without building entirely new infrastructure systems or incurring 
major costs to overcome physical barriers; and 

o 	 Anticipation that investment in urban services will not exceed the 
available investment resources. 

c. 	 Population Target Groups
The urban poor will be given priority attention in the countries and urban 
areas selected for urban program activities and the achievement of social 
equity will be a constant concern. 

d. 	 Urban Institutional Target Groups
The urban institutions selected for urban program activities can range from 
national to local government levels. Urban institutions will be selected that: 

o 	 Have the responsibility and power to control the desired outcome of the 
urban program activity to be supported; 
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* 	 Demonstrate a willingness to participate in the urban program activity; 

* 	 Can mobilize the local resources required to participate; and 

e 	 Have the potential to fully benefit from the activity in terms of leir 
institutional capacity. 

Given the wide range of target group choices to be made, close cooperation 
will need to be established between PRE/H, RHUDOs and the U-> ID 
Missions. Feasibility reviews will be a prerequisite to most UDSS Pruject 
initiatives. 

C. 	 DETAILED PROJECT DESCRIPTION 

1. 	 Goal 
The UDSS Project's goal is to improve the quality of life of the urban poor by 
strenthening the ability of AID-assisted countries to efficiently guide national 
urbanization in order to achieve the maximum contribution to national economic 
growth while ensuring the achievement of social equity in terms of access to 
basic urban services. 

2. 	 Purposes 
The project purpose is to provide AID with a vehicle for demonstrating to LDCs 
methods, techniques, and programs consistent with its overall policy objectives, 
and to build agency expertise in urban programming activities, in response to 
the growing demand for support from LDCs and in recognition of the importance 
of urb&nization in national development. 

The UDSS Project will, thus, assist the LDCs to manage the urbanization pro­
cess through the formulation of appropriate policies, the stimulation of urban 
economies through the enhancement of private sector initiatives and job genera­
tion, to improve efficiency and capacity of urban institutions, and the transfer 
of technology through the adoption of appropriate standards, cost recovery from 
urban services, and selection of least-cost, but acceptable, technologies. 

3. 	 Program Components and Priorities 
Chart I-i presents the basic components of the UDSS program divided among the 
four broad categories of activity. The conceptual framework recognizes that 
the program activities should be concerned with building the overall capacity of 
AID to respond to the growing demand from the LDCs for urban activities. In 
this area, the UDSS Project is designed to provide a supporting resource of 
urban expertise, methods and techniques for use upon demand by AID in 
achieving its programming objectives. 

It is also expected that the UDSS program will involve project activities directly 
within various LDCs. These activities, initiated at the request of USAID 
Missions, will be supported by UDSS Project resources, directly or in con­
bination with Mission funding. 
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The concept of Assess Broadly recognizes the critical need to understand thebasic relationships between urbanization, national economic growth and theincidence of urban poverty. It is an essential step in ensuring that AID'soverall urban programming reflects sound urban policy and effective methods andtechniques with high potential impact. Within LDCs, the concept of AssessBroadly is to encourage the early start of 	 policy dialogue on a mutually deve­loped information base. This component of the UDSS Project recognizes thatAID (as well as other donor agencies) and LDCs do not 	 as yet have workable
urban policies within which to program selective investment.
 

The concept of Target Selectively recognizes the limited 
 capital and human resources which A!N) cnn mobilize in urban programming. There is a strategicneed to focus the available resources on activities and target groups which offerthe 	 potential of high impact and useful demonstration effects. In part,work done under the Assess Broadly category will 
the 

assist in the determination of
where to Target Selectively. 

CHART II-I 

UDSS CONCEPTUAL FRAMEWORK 

ASSESS BROADLY TARGET SELECTIVELY 

SUPPORT I. Assistance in the prepaation 1. 	Support for urban institu-
PROVIDED 
 of national urban policies. ionl development:
WITHIN 

" modification of policy
LDCs 2. Aasitanco in the preparation o improvement of efficiency

of sector isi assssmnents with- 0 training to enhance
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 capacity
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2. 	Support 
for action planning
 

and programming:
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o 	 for urban service 

deliveryofor 	urban finance systema 
o 	for public/private
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3. 	Support for the preparation
 
of urban capital assistance
 

projects.
 

1. Monitor urbunizatjonin LDu. 	 trends 1. Develop urban program masnage­ment 	 capacity, PRE/H or RHUDO. 
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b. 	 Assess Broadly/Within LDCs 

1) 	 Assistance to an LDC in support of the development of a national urban 
policy (NUPS) study. The AID-supported Egyptian NUPS was a major
undertaking which has provided a rich basis of method and technique for 
future initiatives. The United Nations is presently supporting the deve­
lopment of an urbap policy in Indonesia and there is a pending
AID-supported proposal for Peru. Other requests for such assistance can 
be expected in the future as the need for urban policy is now being
recognized by LDCs. 

2) 	 Assistance to an LDC in support of sectoral assessments. Sectoral 
assessments would be focused on one particular urban issue recognized by
the LDC as having important consequences to its urban development. 
PRE/H has, for several years, conducted Shelter Sector Assessments 
designed to focus on shelter policy issues as related to the sector data 
base, demand, and delivery system. A similar format is contemplated for 
other urban assessments. Methodologies for conducting assessments on 
particular topics will need to be prepared. The Land Needs Assessment is 
the first topic to be researched. Given the widespread concern within 
LDCs about land policy considerable demand is expected for UDSS 
Project-supported land needs assessments. Among other topics to be 
developed, as required from discussions with LDCs, might be: 

* 	 Construction Sector Assessments. 

e 	 Urban Management and Finance Assessments (sometimes done in coor­
dination with the AID-supported Syracuse University program). The 
proposed Urban Management Audit for Kingston, Jamaica, is an 
example. 

e 	 Intra-urban Infrastructure Assessments (probably done in cooperation 
with the AID-supported WASH program). 

* 	 Assessments of the context for public/private partnerships in urban 
development. 

These kinds of assessments will help initiate policy dialogue with LDCs in 
the respective subject areas. They will also help in focusing AID ini­
tiative under "Target Selectively." 

c. 	 Target Selectively/Within AID 

1) 	 Increased urban progrtm management capacity within PRE/H and selected 
RHUDOs. PIRE/H will need to build its capacity to manage its urban 
programming activities. It is anticipated that contract staff will serve as 
the initial means of supplementing existing RHUDO staff in order to 
implement this expanded mandate, 
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2) Short-term technical assistance support, priWded ,uon(reqmes t. from USAID 
Missions, or other AID offices, to prepare PIDs and PPs for their urban 

iprogram ;activitiesi In -certain oireumistances:,USAID Mi.sions foukd under­
take urban program activities which ar.e, beyond, the sca;1e and scope of 
the activities to be supported directly by the UDSS Project (e.g., long­
term technical assistance or capital assistance projects using Mission funds 
or other AID, but not HG, funding sources). In these situations, the UDSS 
Project would be used to provide expertise for preparing the required 
documentation for the projects, or for augmenting teams of specialists
from other AID offices. For example, an urban health or education 
program might utilize the UDSS Project to obtain a specialist in urban 
development to assist them in selecting an appropriate urban center for 
the program which would reinforce program objectives because of the 
importance of the urban center in national economic development. Such 
assistance, while not directly affecting the content of the health or edu­
cation program, would increase the potential impact of the project or 
overall urban development activities. 

3) 	 The USS Project would nlso be available to assist USAII) Missions or 
others in conducting eviluations of urban projects by providing appropriate
urban specialists to augment evaluation teams. These kinds of UDSS 
Project activities are directed at suplx)rting the other urban initiatives of 
All) upon request by drawing on the body of experience being developed 
through the UDSS Project. 

4) 	 A fundamental feature of the UDSS project is the creation of an urban 
networking function centered in PRE/Ii to: monitor and synthesize subpro­
ject experience, data, and methodologies, and disseminate information. 
Design of the UDSS Project networking function for AID will be under­
taken early in project implementation. 

d. 	 Target Selectively/Within LIDCs 

1) Support for Urban Institutional Development. The ultimate success of 
LDCs in responding to their urban development requirements will depend 
on the capacity and epability of those institutions responsible for the 
policy, planning, manaVement and deli very of urban services. The UDSS 
Project will offer a range of support options for selected urban institu­
tions in the I)Cs but will foeus on three kinds of activities: 

* 	 The modification of institutiontl ixfli(y in order to tse capital and 
human resources inore effectively, better respond to the needs of the 
urban fx)or, improve cost recovery, etc. 

The improvement of institutional efficiency in a given activity such as 
improvement of the oind registration process, the buildup of an essen­
tial data base, the establishment of improved management procedures, 
etc. 

The enhancement of institutional c iity through training activities 
within II)C inst it ut ions, regio na I Irain itil workshops to share 
experience among countries, and a Wnshinrgton-biased senior level policy
workshop (similar to the Shelter Sector Workshop presently undertaken 
by P I /Il). 



17
 

2) 	 Support for Specific Action Planning and Programming. The UDSS Project
will provide selective support for url)an activity directly linked to a high
priority urban dcvelopment effort ard will be a part of an overall urban 
development program serving wide,- policy objectives. These kinds of 
activities might include: 

* 	 Action Planning for an urban center for demonstrating new techniques
for programming urban inves:ment, and improving urban services in 
strategic centers. The action planning effort for Maypen in Jamaica, 
currently at PID approval stage. is an example. 

e 	 Programming urban service delivery systems for a selected urban 
center or a national settlement system. This activity might include 
working with infrastructure policy issues, planning networks, pricing
policies, or organizational structures. 

* 	 Assistance to urban finance systems and credit mechanisms for urban 
development. 

o 	 Programming to enhance public/private partnership in urban develop­
ment, including assistance in revising LDC legislation, regulations, and 
procedures which can be shown to be detrimental to private sector 
initiative in economic development, and investment in shelter and 
other components of urban structure. 

3) 	 Support fc;r the Preparation of Capital Assistance Projects. Given a role 
for selective capital assistance provided through HG funding for LDC 
urban projects, the UDSS Project would support the preparation of HG 
capital assistance projects when warranted because of the demonstration 
impact, the introduction of new technologies and design approaches, or to 
leverage significant local funding in the achievement of significant urban 
policy objectives. A preliminary list of the types of capital assistance 
projects which might be considered would include: 

* 	 Small scale infrastructure distribution systems to facilitate economic 

development. 

* 	 Maintenance and rehabilitation of infrastructure. 

c 	 Facilities related to urban economic development such as central 
markets, or sites for small/medium scale enterprises. 

* 	 Loan programs to support such activities as building materials produc­
tion and the construction industry. 
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D. PROJECT INPUTS 

The UDSS Project will require $11.07 million to 	 fund its activities from FY84 toFY88. The financial inputs have been programmed to reflect the buildup of theprogram over the five-year period and for inflation of the unit costs. (See Section 
VII for details.) 

The funding will be used to provide 41.5 person years of consultant technical
assistance to the selected LDCs and to build up PRE/H's program management capacity
through the provision of 20 person years of contractual support. 

Whereas the UDSS Project does not provide for any capital assistance it is expectedthat the technical assistance will be 	 used in part to generate urban capital assistance
projects to be financed through other AID funding sources including DA loans andgrants, the HG program, ESF, PL-480, and possibly, in selected cases, by other 
donors. 

E. PROJECT OUTPUTS 

The project outputs by the four major groupings of activity are anticipated to include: 

1. 	 Assess Broadly/Within AID
 

9 10 reports on urban trends
 

* 	 4 method and technique reports 

* 8 applied research reports
 

e 15 CDSS urban development sections
 

* 	 9 urban development assessments 

2. 	 Assess Broadly/Within LDCs 

* 	 6 national urban policies 

* 	 22 sectoral assessments 

3. 	 Target Selectively/Within AID 

* 21. person years of contractual management support
 

e assistance in the development of 10 PIDs, 10 
 PPs, and 5 evaluations 

4. 	 Target Selectively/Within LDCs 

* 	 23 short-term technical assistance assignments 
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c 250 participants at in-country workshops 

e 115 participants at 5 international workshops 

e 18 action planning assignments 

* 6 designs for capital assistance projects 

These projected outputs must be considered tentative in that periodic evaluation results 
may modify the priorities and programs as work continues. (See Section VIII for 
details) 

F. IMPLEMENTATION PLAN 

The UDSS Project will respond partly to requests for services from LDCs through
USAID Missions and AID Bureaus and partly to the development of a PRE/H implemen­
tation strategy (see Section VIII, for details). This approach reflects the growing
recognition on the part of LDC governments of the importance of urbanization to their 
national economic development. 

AID Missions and regional bureaus, in response to LDC requests and perceptions of the
urbanization process in the LDCs are already seeking support from PRE/H. Recent 
USAID Mission requests to PRE/H for urban activity support have included Peru for the
preparation of the urban component of the CDSS, Senegal for a study of secondary
cities, Somalia for an analysis of urban development trends in Mogodishu, Nepal for an
urban development assessment, Ecuador for an urban management study of secondary
cities, and Jamaica for an urban management audit for Kingston. In addition, the 
African Bureau and the Near East Bureau have requested overall analyses of urban 
indicators in their respective regions. All of these kinds activities fit withinof the 
components of the UDSS Project. 

PRE/II is also initiating its own program of selected development of methodological
approaches to assess broadly the problems of urbanization. Already developed is a 
methodology for undertaking Urban Development Assessments and underway is a metho­
dology for conducting Land Needs Assessments. Several urban seminars have been
undertaken to bring experts to All) to discuss various aspects of urbanization and 
related issues as a means of building experience and familiarizing the Agency with the 
tasks ahead. Work has started on defining appropriate training programs for LDC per­
sonnel in West Africa and East and Southern Africa through the efforts of the respec­
tive RHUD(s. All of these activities are designed to assist PRE/H develop an 
integrated and coherent approach to LDC development. 

The UDSS Project is intended to continue these kinds of activities and expand them as 
required by building a cadre of experienced staff, contracted personnel and consultants 
to implement the program. 
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III. TECHNICAL ANALYSIS
 

A. METHODOLOGY USED TO DETERMINE PROJECT FEASIBILITY 

Since receiving its mandate for urban programs in 1982, PRE/H has been reviewing theworldwide concern with urbanization and formulating its response, one part of which isrepresented by the UDSS Project. 

The evidence that LDCs are experiencing rapid urban growth which is presenting themwith complex and critical urban problems has been documented by many researchersand recognized by AID policy statements as well. 

The more difficult problem is how AID should, and can, respondproblems. PRE/H commissioned two 
to these urban 

papers ("The Nature of Urban Problem Issues andUrban Policy Response Options," PADCO,
PRE/H Activity in 

January 1983; and "Priorities for ExpandedUrban Development," Rivkin Associates, June 1983) which high­lighted the nature of the urban problems. 

From a review of these papers and other sources the following major conclusions are
drawn: 

1. Urban development is not a "sector" in the sense that there is a transportationsecto.,, health sector, industrial sector, etc. Urban is a spatial concept withinwhich all of the traditional sectors impact. 

2. Urban development encompasses the network of urban settlements within a nationand this network is interdependent. Each urban center within the network playsa positive role in overall national development and the most efficient develop­ment strategy takes into consideration the functioning of the overall network inorder to best define strategic investment within the system. 
3. Urbanization and economic development are positively correlated. Higher levelsof urbanization are associated with

general, this is 
higher levels of GNP per capita. Ina result of concentrating economic activities and labor force toproduce "agglomeration economies." Many important industrial and commercialactivities require high thresholds of urban population size and labor force to beefficient. Larger urban areas 

and 
also provide both a greater mix of labor skillsa market for goods and services that are produced. However, deviationsfrom the average in percentage of the population in urban areas and in GNP percapita exist and must be studied to determine appropriate strategies. 

4. Urban development and rural development are interdependent and require nationalstrategies to be balanced regardless of whether the economy is essentially ugri­culturally driven or manufacturing driven. 

5. Each LDC Government is faced with complex "trade-offs" in the realization of
development objectives. 
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a. 	 Trade-offs in economic policy: investment based on efficiency criteria versus
investment to achieve regional and social equity; the scale and balance 
between investment for export and investment for domestic production; the
mobilization of international investment resources versus mobilization of
domestic resources; the role of the public sector in the economy versus the 
role of the private sector. The outcome of these decisions (whether de 
facto or planned) will greatly affect the rate, scale, and locational choice 
of urbanization. 

b. 	 Urban spatial decisions will greatly affect the performance of the national 
economy for better or worse. Among the "trade-offs" of concern are: 
agglomeration economies diseconomies;versus concentrated versus dispersed
urban growth; upgrading and maintenance of existing urban structure versus 
new developments; the relationship of physical and spatial standards versus 
individual and national levels of affordability. 

c. 	 Urban governance also presents difficult "trade-off" decisions. Among them 
are: centralized versus decentralized administration; degree of public inter­
vention in the urban land market; use of urbanthe subsidies versus national 
affordability and recovery; capacity of urbancost the institutions to execute 
their tasks versus the assignment of responsibilities. 

6. 	 Most LDCs are facing, to a greater or lesser extent, similar fundamental urban 
problems. Among them are: 

a. 	 Physical deficits in existing urban infrastructure, shelter, and related faci­
lities, an issue complicated by the widespread tendency to impose hightoo 
physical standards. 

b. 	 Land markets that fail to provide adequate, well-located urban land for 
expansion or in-fill at prices affordable to low-income groups. 

c. 	 Urban economies which are not expanding at rates sufficient to provide jobs
for the growing labor force. 

d. 	 Failure to effectively mobilize the resources of the informal sector to make 
its maximum contribution. 

e. 	 Increasing rates of urban poverty which can threaten national stability. 

f. 	 Failure to effectively mobilize government revenues through poor tax policies 
and ineffective cost recovery from urban services. 

g. 	 Poor capacity of urban institutions to effectively and efficiently manage 
urban services and growth. 
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Four fundamental principles have guided the development of this paper. They are: 

1. The UDSS Project should be used to facilitate the overall work of AID in urba­
nization including the USAID Missions and Bureaus and not just the programming
of direct concern to PRE/H. The complexity of the issues to be addressed, the
growing recognition of these urban issues throughout AID as being of concern,
and the overall lack of Agency expertise (fully recognizing that other parts of
AID do have limi'ed experienced personnel who also make acan major contribu­
tion to the urban work) necessitate that part of the UDSS resources should be
made available upon request to other of AID toparts facilitate their work. 

2. Urban applied research and monitoring is escential to the development of stra­
tegic methods for successful urban programming and policy dialogue with the 
LDCs. Even though much useful work was by the formerdone Office of Urban 
Development, much remains to be done. The "state-of-the-art" is changing very
rapidly with the widespread introduction of micro-computers and many complex
analytical procedures can now be developed which offer the promise of vastly
improved quantified information for decision-making. Other important gains in 
the information base are coming from the use of LANDSAT aerial photography.
The UDSS, therefore, is allocating part of the funding to develop the essential
methodological tools so that AID will be a "state-of-the-art" participant in the 
urban policy dialogue. 

3. PRE/H recognizes that given its limited resources that its efforts must be 
clearly prioritized and focused. Urban policy is recognized as the most critical
focus. This requires the ability to "assess broadly" the urban situation in the
LDCs in order to prepare a framework for urban policy dialogue. Most LDCs 
can, through more effective policy choice, substantially improve the perfor­
mance and management of the urbanization process with current levels of resources and additional resources to be locally mobilized. Second, PRE/H
recognizes that it must "target selectively" within LDCs by carefully selecting
the countries, the urban areas, the urban poor and the critical urban institu­
tions as target groups. The work to be done through the UDSS Project directly
in the LDCs should build rapport through sequential assistance over a number of 
years including short-term technical assistance, training, and limited capital 
assistance. 

4. The UDSS Projec, because of its limited resources, should be used to leverage
additional support of two kinds. First, UDSS resources can be drawn upon by
USAID Missions to prepare more comprehensive urban programs to be financed 

Mission Bureau asout of or funds part of regular Mission country programs.
Second, the UDSS Project will provide support for the preparation of capital
assistance projects to be funded through the HG program of PRE/H, other AID 
capital assistance resources, or in selected situations, other international 
donors.
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B. SUBPROJECT FEASIBILITY 

The feasibility of subprojects will be established on a case-by-case basis throughdiscussion with the requesting office within USAID and the LDC institutions involved. 
Each subproject will have to meet the project selection criteria discussed in Section IX 
to ensure that it represents a high priority opportunity. In addition, sub-project
activities would have to fall within the general resource constraints of the UDSS. The
UDSS is limited to providing short-term assistance generally not expected to exceed six 
person months of technical effort per activity. If a project request, even meeting allthe other criteria, is likely to require more than this level of effort, alternative 
means of financing should be considered and the UDSS resources used only to facilitate 
project preparation. 

Another important constraint in establishing the feasibility of sub-projects will be the
availability of qualified technical experts. Difficulties are anticipated, particularly
during the initial years, in mobilizing the essential skills. This problem recognizes
that the United States urban development experience is frequently not relevant to
LDCs at their present stage of development and with their different institutional,
financial and legislative structures and that the pool of United States urban pro­
fessionals can not necessarily supply the correct mix of skills and talents in all cases.
Furthermore, the critical issue of urbanization as it relates to national economic deve­
lopment in the LDCs is presently an evolving concept without a firm body ofknowledge and proven techniques in place. (For more detail, see Technical Annexes) 
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IV. SOCIAL ANALYSIS
 

This section discusses curront and future implications of the absolute size of the urban
population and its increasing share of the total population in LDCs. Among the most
significant implications are those which relate to the growing urban population's
requirements for jobs, shelter, and services theand ability of the urban population to
obtain necessary consumption goods, such as food. 

A. DEMOGRAPHIC DIMENSION OF URBANIZATION AND URBAN CONCENTRATION 

Annex 1A discusses current demographic dimensions of urbanization and urban con­
centration in LDCs and compares overall data with that of USAID-assisted countries. 
The salient points are: 

" Middle Income Countries are 2.65 times more urbanized than Low-Income 
Countries and the ratio of their primary cities' population to total urban popu­
lation is 2.42. 

* These statistics for USAID-assisted countries as a group roughlyare equivalent
to those for all Low- and Middle-Income Countries as a group. 

" For all global regions there is a steady increase in poor households in urban 
areas whereas the opposite is true for poor rural households, except for Eastern 
Africa. 

B. FUTURE URBANIZATION IN LDCs 

Estimates of future urban population are subject to a great deal of uncertainty.Annex 1B shows that for LDCs different methods of calculations result in quite dif­
ferent total percentages (40%, 50% and 54%) of urban to total population in the year2000. One point, however, is clear: a continuation of recent past rates of urban
growth in LDCs over the next two decades would dramatically increase the number ofurban households, poor and non-poor alike, which would require jobs, shelter and ser­
vices.
 

Furthermore, by calculations for small LDCs presented in Annex 1B, the possibility
shown to exist that the urban population could grow by even more than the amount

is 

that creates average urbanization levels of 57 percent while the economic underpin­
nings would -upport even less than 46 percent urbanization. This is, in short, a
recipe for urban disasters in many of these c3untries. 

It might be supposed, given this, that it would be a good idea to prevent urbaniza­
tion. There are two fundamental problems with this supposition. First, urbanization
itself contributes to economic growth, so that a successful effort to reduce migration
would be likely to slow economic growth even further, thus increasing the disaster
proportions. Second, efforts to prevent urbanization incur financial and other costs, 
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and have generally been ineffective anyway. Thus, such an effort would reduce
available funds to handle urban requirements, even though the requirements would be 
increasing at about the same rate. 

The essential conclusion, therefore, is 	 that there appears to be no serious alternative 
to the selection of the most "efficient" (cost effective) means of meeting urban job
and service requirements. This will require precisely the kind of selective targeting
(by location, sector, and project within sector) called for in this project. 

C. 	 FUTURE GROWTH OF THE LABOR FORCE: EMPLOYMENT REQUIREMENTS 

The number of new urban jobs required for the additional future population and for
those currently un- or underemployed in LDCs is difficult to establish definitively.
Annex IC discusses different methods for calculating future urban job needs, resulting
in a low estimate of 279 million and a more likely high estimate of 603 million new
urban jobs by the year 2000. The investment resources needed to provide these jobs
(assuming $10,000 per job) represent 5.3 (low) and 11.5 (high) times the total Gross
Domestic Investment of all Low- and Middle-Income Countries in 	 1980. The magnitude
of these requirements once again suggests the importance of careful selection of
countries and urban areas within them for priority in receiving assistance. 

D. 	 URBAN REQUIREMENTS FOR LAND, SHELTER, INFRASTRUCTURE AND SERVICES 

Assaming that the total population of Low and Middle Income Countries in 2000 will
be 4,879 million as projected by the World Bank and that the urban population will be
approximately the amount projected from recent urban population growth rates, the
urban population requiring urban services would reach between 2,440 to 	 2,635 million
by 	 2000 - an increase in urban population of between 1,560 to 1,755 million between1980 and 2000. This very large increase, coupled with existing deficits in the range
and quantity of urban services, clearly implies heavy financial and managerial burdens 
in urban areas. 

1. 	 Land Requirements
 
Annex 
 1D shows that land needs for total urban population would increase by
142 to 160 percent of current urban land unless means are found to increase 
development densities. 

2. 	 Shelter 
LDC shelter requirements represent a large portion of the needed new urban
investment. Annex 1E calculates that the cost requirements for providing each
urban household in poverty in 2000 with a basic unit of shelter would be
116 billion (1975 US$) using World Bank estimates. Shelter costs for all income
levels in 2000 would range from $374 billion to $421 billion. (Estimates for all
income groups based on Egypt National Urban Policy unit costs.) 

3. 	 Water, Sanitation, Other Physical Infrastructure, Education, and Health 
Annex iF shows that, depending on the technological mix of solutions, the total
requirement for new and upgraded services in this category would be between
$914 billion and $1,020 billion to serve the year 2000 total urban population. 
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4. 	 Social Indicators 
Social requirements of LDCs are extensive because of 	 both their current low 
levels of services and income and the expected rapid increase in urban popula­
tion which will generate new requirements. Table IV-1 summarizes, for the 
Low- and Middle-Income Countries, their current status on a variety of social
indicators (unfortunately without rural/urban difference due to absence of rele­
vant data). 

Making up a portion of these differences plus providing new services for addi­
tional urban population provides a major challenge to the LDCs and development 
support agencies. Funds and other assistance available through development
support agencies, given the magnitude of the social development requirement
must, necessarily, be appropriately targeted and translated into programs and
projects which together provide a reasonably high probability of achieving their 
objectives. The combination of development assessments and selective invest­
ments proposed for this project, while clearly of very small magnitude relative 
to 	 the requirements, is intended to help increase this probability. 

TABLE IV-1 

SOCIAL INDICATORS FOR LOW-AND MIDOLE-INCOME COUNTRIES 
COMPARED TO INDUSTRIAL COUNTRIES 

Percent of 

Group 

Adult 
Literacy 

1977 

Life 
Expectancy 

1980 

Child 
Death Rate 

1980 

Population
Per 

Physician 
1977 

Population
With Access 

to Safe Water 
1975 

(people) 

Low Income 
Middle Income 
Industrial Economies 

50% 
65 
99 

57yra 
60 
74 

12% 
11 
1 

5,810 
5,840 
620 

31% 
50 
n/a 

3 less 1 above 
3 less 2 above 

-49 
-34 

-17 
-14 

-11 
-10 

-5,190 
-5,220 

n/a 
n/a 

SOURCE: World Development Report, 1982
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V. ECONOMIC ANALYSIS
 

This project will provide resources to AID and LDCnecessary support initiatives in 
designing and implementing efficient urban development policies, programs and pro­
jects. The evidence is overwhelming that urbanization issues and urban development
prospects in LDCs are intimately and inseparably connected with economic growth and 
development in LDCs. 

A. URBANIZATION AND GNP PER CAPITA 

Although there are special circumstances which influence the level and rate of growth
of the urban population in a particular LDC, there is a pervasive and positive rela­
tionship between the percent of the population in urban areas and the level of GNP 
per capita. The general tendency is for higher levels of urbanization to be associated 
with higher levels of GNP per capita. 

The explanation for this relationship is complex, but essentially what happens is that, 
on one hand, the concentration of economic activities and labor force in urban areas
produces economic advantages (called "agglomeration economies") for undertaking addi­
tional productive economic activities. Similarly, many important industrial activities 
and business services require that thresholds of population size and labor force (and
skill- embodied in the labor force) be reached in order to be undertaken without
financial and economic loss. Such thresholds exist both on the input and output side 
- as urban areas grow larger, they have a greater chance of having workers of the 
types and skills needed for a wide range of activities and a greater chance of pro­
viding a market for the goods and services provided by the economic activity. 

The general tendency for urbanization and GNP per capita to grow together can be
taken as established (see Annex 2A). It is clear, however, that not every country
exactly follows this general pattern. It is useful to examine in greater detail (see
Tables 1 and 2, Annex 2B) the deviations of individual countries from the general
pattern to determine if the deviations represent disfunctional levels and rates of urba­
nization in the individual countries. In general, countries with substantially higher
levels of urbanization than would be expected from their level of economic develop­
ment (measured in terms of GNP per capita) may have considerable difficulty in
financing the provision of essential urban jobs, housing and residential services for
their urban population. At the other end of the scale, countries with substantially
lower levels of urbanization than would be expected from their level of economic 
development may be unable to generate sufficient industrial and service growth effi­
ciently to raise their rate of economic growth to levels that can provide resources for
meeting the needs of their growing total populations. The UDSS Project provides
funds for improving understanding of the deviation from the general pattern in indivi­
dual countries and providing support for needed policy and program efforts undertaken 
by other parts of USAID, other international donors and LDCs themselves. 
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B. 	 URBANIZATION AND ECONOMIC TRANSFORMATION 

Just as urbanization is related to the level of GNP per capita, so too is the normal 
pattern of employment and output by sector (primary, industry, and services). In
general, increased urbanization and GNP per capita are associated with a rising share
of 	 output and employment in industry and services and a declining share of output in 
agriculture and other primary products. 

This occurs for two principal reasons. First, urban areas as described above provide
both the labor and markets which permit expansion of industry and service Qctivities.
Second, as income rises there is a shift in the relative share of consumption demand 
for different products. In particular, the demand for industry and service outputs(which are most efficiently produced in urban areas) goes up, relatively increasing
their share, while the demand for food products declines as a proportion of expen­
ditures. This combination of factors tends to shift orientation of domesticthe pro­
duction toward industry and services and away from agriculture. The normal pattern
of these relation;hips is shown in Annex 2C. 

As suggested in Section A, above, individual countries vary somewhat from these
general patterns. The economic development puzzle faced by many LDCs is how to 
effect these transformations in ways that are both efficient and equitable. 

The assessment aspects of this project are intended, in part, to identify appropriate
economic development interventions that increase the availability of industrial and ser­
vice employnent to meet the job requirements of the growing urban labor force in 
ways that maintain a reasonably high rate of overall economic growth. The invest­
ment aspects of this project will necessarily encompass efforts both to facilitate these 
changes in output and employment mix, and to selectively target more customary urban
activities ­ shelter, community facilities and services, and intra-urban infrastructure. 

C. URBANIZATION AND AGRICULTURE 

In all economies there is interdependence between urban industry and services and
agriculture. This interdependence is particularly pronounced in many LDCs. Among
the reasons for this are: 

1. 	 In the early stages of industrialization, the processing and distribution of agri­
cultural products comprises a substantial portion of the urban economies of the 
LDCs. 

2. 	 The growth of urban income increases the demand for food products and shifts 
demand composition among product types. This may lead to a change in
cropping patterns or creation of more elaborate arrangements for exporting some 
types of food products in exchange for those in greater demand. 

3. 	 Agricultural regions tend to become major sources of migrants to urban areas 
while those who find urban employment become a source of rural income as ear­
nings are returned in part to rural relatives. 
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4. Industrialization strategies which provide for relatively more capital per worker,tend to be applied to agriculture, reducing the requirements for farm laborers.Furthermore, rural population growth may be generating higher person/landratios on existing agricultural land than can be accommodated by rural jobs. 

The implication of these interdependencies between urbanization and agriculture is thateffective urban policies and programs must take into account their likely effects onagriculture and, in turn, on agricultural outputs, employment
migration. Similarly, those responsible for generating 

and rural to urban 
urban employment need to beaware of the possibilities for linking urban industrial growth to agriculturally relatedindustry, as well as to the distribution and marketing of rural products. 

D. THE BENEFITS AND COSTS OF URBANIZATION. 

As indicated elsewhere in this paper, rural development has tended to play a moreprominent role in AID programming than has urban development. This has tended tobe true, also, of other international donors. The justification for hasthis largelybeen the recognition that the low-income poor is a very important target group foreconomic and development assistance and that the rural poor has been the signi­mostficant part of the poverty population. Section IV shows that this is changing and thatby 2000 more of the poor will be living in urban than in rural areas. To the extentthat poverty is the criteria, a shift toward an urban emphasis is appropriate. 

The location of the poor, however, has not been the only justification for focusing onrural areas. Many have contended that costs of providing equivalent benefits forurban populations are far greater than for rural populations, and that the costs ofurbanization exceed the benefits thus making it economically sound to slow or evenreduce the levels of urbanization. This second contention has an important corollary- namely, that the costs of primary city growth exceed the benefits deiived from itand, therefore, that it is a desirable urban strategy to foster rural development ordecentralization to secondary cities to slow or reduce primary city growth. These twocontentions plus the corollary, are seriously open to question and are examined in
detail in Annex 2D. 

All the findings from Annex 2D indicate that benefit, from urbanization (economicgrowth, employment and income earning opportunities, provision of public services,efficient location of industry, equity programs, etc.) outweigh the costs. The evi­dence suggests benefits that correlate with overall urbanization and urban areas with
larger-sized cities. 

Furthermore, the Egypt NUPS findings (see Annex 2D) show that the relative benefitsdepend upon careful selection of locations for investment and the sectoral compositionof the investment. The broad assessments and selective targets provided for in thisproject, in countries selected for priority attention, can facilitate both the choice ofurban strategies (policies, spatial and sectoral priorities and programs) and anunderstanding potential andof the gains losses of alternatives. 
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VI. ADMINISTRATIVE/INSTITUTIONAL ANALYSIS
 

The UDSS Project activities will, in aggregate, be focused on strengthening LDC 
institutions concerned with various aspects of urban development. This will include 
the formulation of urban policy, planning and programming, the delivery of urban ser­
vices, the creation of urban jobs, economic development, and the financial and mana­
gerial administration of urban centers. 

The range of LDC institutions playing important roles in urban development is 
extensive even in relatively small LDCs. Chart VI-1 relates the typical LDC institu­
tions to basic urban development functions. 

The structure of government in most of the LDCs has speci1 implications for urban 
programming by AID. The significant difference between urban development in the 
United States and in the typical LDC is the role played by the national government.
In the US, the individual urban center has broad control over its own urban develop­
ment process, can raise its own revenues for development (through bonds or taxes)
and can control all aspects of land use regulation, building codes, zoning, etc. The
role of national government agencies is primarily limited to providing certain levels of 
funding support for identified programs for which local govcrnment (-.ii apply if they 
so choose. In essence, USA urban centers are competitive with each other in seeking
economic development and in the provision of quality of life for citizens.the their 

In LDCs, national governments typically play a much more controlled and decisive 
role. National governments usually provide 75 to 90 percent of all available funding
to a given urban center, control in large measure the location and distribution of
industrial development among urban centers, legislate national controls and procedures
which must be followed by local governments, undertake the bulk of the urban deve­
lopment investments in infrastructure and publicly provided shelter, and provide much 
of the local urban center's professional staffing. 

In participating in the urban development process, USAID must thus be prepared to 
span the range of urban institutions from the national to the local level in order to 
achieve meaningful results. However, since it is not going to be generally feasible to 
make massive interventions in the urban systems of the targeted countries, a means of 
selecting target institutions will need to be developed. The target group selection pro­
cess is discussed in Section IX. 

The primary issues to be addressed in urban institutional development include: 

1. Determining the appropriate policy role of the public and the private sector in 
supporting urban development 
The public sector in general can play three roles, separately or (most likely) in 
combination. First, the public sector can build (for example, shelter,
infrastructure, and facilities, but also industrial plants and enterprises). When 
the public sector builds, it is both capital-intensive and management intensive. 
It is the best policy to shift, to the maximum extent feasible, the burden of 
building to the private sector. 
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CHART VI-l 

RELATIONSHIP OF URBAN DEVELOPMENT RESPONSIBILITIES 
TO PUBLIC SECTOR INSTITUTIONS
 

URBAN DELIVERY URBBAN
TYPICAL LDC PUBLIC URBAN
URBAN PLANNING & OF URBAN 
 ECONOMIC MANAGEMENT
INSTITUTIONS 
 POLICY PROGRAMMING SERVICES DEVELOPMENT & FINANCE
 

PRESIDENT and CABINET x x 
 x x 
 x
 

CENTRAL MINISTRIES:
 

FINANCE 
 X 
 X X
CENTRAL BANK 
 X X
ECONOMY & PLANNING 
 X X

AGRICULTURE 


X
INDUSTRIES & LABOR 
 X

HOUSING & PUBLIC WORKS 
 x X 
 X

WATER 
 X

TRANSPORT 
 X

COMMUNICATIONS 
 X

POWER 
 X

EDUCATION 
 x
HEALTH 
 X
LOCAL GOVERNMENT 


X
 

PUBLIC FINANCE INSTITUTIONS 
 X X x
PARASTATALS 
 X X
SPECIAL AUTiORITIES 
 X X
PUBLIC ENTERPRISES 

X
 

MAJOR CITY GOVERNMENTS 
 X X 
 X X
LOCAL GOVERNMENTS 
 X
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Second, the public sector can finance the private sector through loans andgrants. In fact, it is easier and more effective if private sector financing can
be used to achieve public sector objectives. This is more capital conserving
(particularly if there is a full recover'y)cost and it has fewer management
requirements (most often in short supply). 

Third, the public sector can facilitate private sector development efforts 
through the mix of legislation, regulation, procedures, tax policy, and other
incentives. The issue of public/private partnerships in urban development is
critical to achieving sustained growth and economic development. The economic
and develoment climate established by the government to encourage private sec­
tor initiative is an important area of concern, being the most capital conserving
of all public sector functions as it relies primarily on private sector finance 
mobilization. 

2. Establishing a viable and effective decentralization policy
Most LDCs have stated policies in support of decentralization. However, LDC
de facto policies usually reflect the status quo. Many decentralization policies
are established without sufficient economic justification while sectoral planners
are generally inclined towards more pragmatic programs. In addition, decentra­
lization plans have failed due to a lack of trained government personnel to 
accept increased responsibilities, the unwillingness of national governments todelegate financial and decision-making control to lower government levels,
the lack of analytically based strategies for achieving 

and 
decentralized development

at a cost the government can afford. In general, the UDSS Project will help
assess the potential and suitability for "selective" decentralization. 

3. Obsolete Lack Staff,Procedures, of Trained and Lack of Equipment
Within most LDC institutions there are problems to be addressed in policy exe­
cution, regardless of overall policy composition. These problems include thelack of trained professional staff and their reluctance to locate and wirk out­side the capital city or for the national government. In part, these problems 
are associated with the generally non-competitive government salary structures(a difficult issue for a donor agency to address) and unclear career oppor­
tunities for other than central government civil servants. Nonetheless, training 
can effectively increase capacity, particularly if the training programs arecomprehensive enough to have an overall national impact. This latter point
rocognizes that another problem of institutional development is the frequent
transfer of staff between agencies and positions which prevents continuity and
the buildup of effective experience. 

In addition to the limitations of institutional staff, many of the daily institu­
tional procedures are unresponsive to the requirements of rapid urbanization. 
Many of these procedures date to former colonial administrations when the pace
of urbanization was slow if not effectively discouraged (in that colonial powers
controlled countries from urban centers and restricted urban development for
local populations through elaborate regulations and very high development 
standards).
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Urban economic development was of little concern as the colonial powers wereprimarily interested in agriculture and resource exploitation. These conditions,within independent countries, have changed enormously and urban developmentmust now be viewed as a "twin engine" of development along with agriculture.Residual administrative procedures and regulations need to be changed in manycases to relect the emerging functions of urbanization in relation to national 
economic growth. 

Finally, most LDC institutions are seriously constrained by the lack of modernoffice equipment (from typewriters to computers) essential to the manipulationof the data base required in urban management.
and Mapping, aerial photographs,the use of LANDSAT information all have a vital role to play, but rarelyare available in useful form if at all. USAID should be prepared to selectivelyimprove basic office capacity in targeted urban institutions. 
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VII. FINANCIAL ANALYSIS
 

The overall funding requested for the UDSS Project is $11.07 million over a five-year
period between FY84 and FY88. This level of funding represents the minimum
required to build AID's urban expertise and technical approaches as well to as conduct 
selective demonstration programming in LDCs. 

A. UNIT COSTS 

The basic unit costs are those associated with the person months of effort from
various sources of personnel plus their related direct costs. The unit costs and
calculations are presented in 	 Table VII-1. The key elements are as follows: 

1. 	 Other Direct Costs 
Other direct costs cover all of the items associated with mobilizing personnel
other than salary, overhead, and fees. This includes international and localtravel, per diems, communications, and publication of reports for personnel on
short-term assignments, and the above plus housing and education allowances for
personnel on long-term assignment. For all work overseas unita cost of $5,000per month has been used. For long-term assignments, it is assumed that educa­
tion, moving and housing allowances plus post differentials will equal the short­
term costs. An inflation factor of 10 percent per year was calculated for each 
of 	 the four succeeding years after FY84. 

2. 	 Salary and Overhead for Contracted Personnel
 
It is anticipated that contracted personnel will be used implement
to parts of
the UDSS Project. Their costs have been calculated using an average salary
base of $45,000 and an overhead factor for social costs (medical insurance,
social security, etc.) of 30 	 percent of salary. A factor of 7.5 percent for
salary increases has been added for each of the four years after FY84. 

3. 	 Salary, Overhead, and Fees for Consultants 
It is expected that a substantial part of the work to be done under the UDSS
Project will be accomplished by consultants. PRE/H has Indefinite Quantity
Contracts with firms which have capability for undertaking the kinds of assign­ments contemplated. In 	 addition, PRE/H has developed working relationships
with several universities which are also expected to contribute theto work. To
establish an average cost per consultant person month, an assumed base salary
of 	 $40,000 was selected and a multiplier (for overhead and allowable fees) of
2.1 was used. A factor of 7 .5 percent related to salary increases was applied
to each of the four years after FY84. 



TABLE VII-l 

UDSS FINANCIAL PLAN 
UNIT COSTS 

FY84 - FY88 

A. Inflation at 10'.for ODC per yea51) 0DOC per month overseas $5,000" 
2) OOC per month domestic $5003 

B. Salary increases at 7.5%per year 
1) PSC salary $45,000 FY84 with 

1.3 multiplier to $58,5002) Consultants base salary W40,000with 2.1 multiplier to $84,000 
C. Total Coat per Han Month1) PSC (overseas) 

2) Consultant (domestic)
3) Consultant (overseas) 

D. Training Participants $3,000 eachwith 10'A increase 

FY84 
$ per P/ 1 

5,000 
500 

58,500 

84,000 

9,875 
7,500 
12,000 

3,000 

$ 
FY85 

per P/H 

5,500 
550 

62,900 

90,300 

10,740 
8,075 

13,025 

3,300 

FY86 
$ per P/H 

6,050 
605 

67,600 

97,000 

11,685 
8,688 

14,133 

3,600 

FY87 
$ per P/ 

6,655 
665 

72,700 

104,400 

12,715 
9,365 

15,355 

4,000 

FY88 
$ per P/H 

7,320 
730 

78,000 

112,200 

13,820 
10,080 
16,670 

4,400 

1 P/N = person onths 

2 Includes 30-day per diem at $75/day, $2,000 international travel, and $750 for other costs. 

To cover costs of publication of reports and miscellaneous 
ODC = Other Direct Costs 



TABLE VII-2
UDSS FINANCIAL PLAN FY84 - FY88 

ACTIVITY 

1. ASSESS BROADLY 

FY84 

P/MJ1P/ 
FY85 

1 FY86 

P/M.......... 
FY87 

P/H $L.. 
FY88 Total by

Activity
$/$ 

Totals by
Componant 

A. WITHIN AID 
1) Monitor urbanization 

trends, develop methods 
& techniques, appliedresearch 

2 ) P r o v i d e s u p p o r t t o 
USAID missions fo: CDSS& UDAs 

B. WITHIN LDCa 
1) Support national urbanpolicies 

2) Support sectoralassessments 

17C 2 

12C 

12C 

12C 

127,500 

144.000 
" 

144,000 

144,000 

21C 

18C 

15C 

17C 

169,600 

187,600 

195,400 

177,140 

12C 

15C 

12C 

15C 

104,256 

211,995 

165,596 

211,995 

6C 

15C 

12C 

15C 

56,140 

230,325 

184,260 

230,325 

6C 

15 

12C 

15C 

60,480 

250,050 

200,040 

250,050 

517,976,6 

1,023,970 

889,296 

1,013,510 

1 , 5 4 1,7 
,541,946 

1,902,806 

I. TARGE-T SELECTIVELY 
A. WITHIN AID1) Develop urban programs 

management capacity 
21PSC3 207,400 48P 515,500 48PSC 560,880 60PSC 762,900 72PSC 995,040 3,041,720 

2) RDOsSupport USAID ?issions 

for PIDSs, PPs, and 

6C 72,000 12C 156,300 12C 169,596 12C 184,260 12C 200,040 782,196 

3,823,916 

evaluations 
B. WITHIN LDCB 

1) Support for urban 
institutionsa. Short-term TA 
b. Training 

2) Action planning and 
p r ogra m m i ng2 

3) Preparation for 

selective capital 

8C 
30T4 

9C 

9C 

96,000 
90,000 

108,000 

108,000 

15C 
46T 

15C 

12C 

195,400 
151,800 

195,400 

156,300 

15C 
45T 

15C 

12C 

211,995 
162,000 

211,995 

169,596 

15C 
60T 

15C 

15C 

230,325 
240,000 

230,325 

230,325 

15C 
60T 

15C 

15C 

250,050 
264,000 

250,050
0 , 0 

250,050 

983,770 
907,800 

995,770
9 7 0 

914,271 

3,801,611 

assistance programs 

TOTALS 21PSC 

85C 
30T 

1,240,90 48PSC 

125C 
46T 

2,100,440 48PSC 
108C 
45T 

2,179,904 60PSC 

105C 
60T 

2,579,185 72PSC 

105C 
60T 

2,969,850 11,070,279 11,070,279 

249PSC 
528C 

1 P/M = Person Month 
T241T 

2 Consultant 

SPersoial Service Contractor CW 

4 Trainee 
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4. 	 Training Participants
Training will be done in-country, regionally, and in the United States. Thetraining will vary from one week to perhaps a month. An approximate averagefigure of $3,000 per trainee month is assumed and a 10 percent inflation factor 
per year is added. 

5. 	 The Burdened Monthly Rates

Using the assumptions above, calculations were made 
 for 	 each of the three kindsof 	 person month costs which are anticipated. The burdened salaries ofcontracted personnel and consultants were divided by 	 12 to arrive at a monthlyrate. Then, workfor intended to be overseas, the overseas other direct costswere added to establish the overseas total average cost. If the consultant'swork is intended to be in Washington, DC, then a domestic direct cost chargeof $500 per month was added. These summary unit cost estimates are shown by
fiscal year in Table VII-1. 

B. 	 WORK ASSIGNMENT LEVEL OF EFFORT ESTIMATES 

In determining the distribution of the level of effort among the various potential acti­vities to be supported by 	 the UDSS Project, a few simple guidelines were established 
as 	 follows: 

1. 	 It was assumed that all contracted personnel would work a full year at 	a time.They would be assigned to RHUDOs in response to increased UDSS activities ingiven region (i.e., the first two RHUDO contracted personnel would be assigned
a 

in 	 FY84 to the RHUDOs with the greatest UDSS Project workload. Otherswould be assigned FY85 at ain - FY88 rate of one per year to the nextregions with the heaviest workload to complete the coverage of all the RHUDOs 
by FY88). 

2. 	 It is anticipated that consulting services will be used on all of the short-termactivities supported theunder UDSS. For calculation purposes the followingassumptions have been used to establish the average level of effort per con­
sulting assignment: 

a. 	 Assist USAID Missions with the CDSS: one person month 

b. 	 Undertake an 	 Urban Development Assessment: three person months 

c. 	 Preliminary project development (PIP): 1.5 person months 

d. 	 Project Development (PP): three person months 

e. 	 Conduct an evaluation: two person months 
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f. 	 Conduct short-term assignments within LDCs (institution building, action 
planning or programming, or develop a capital assistance project): three to 
six person months 

g. 	 Support National Urban Policies: six person months 

h. 	 Undertake sector assessments: three person months 

C. 	 LDC CONTRIBUTIONS 

It is extremely difficult to make any assumptions regarding LDC financial contribution 
to UDSS Project activities. However, the following observations can be made: 

1. 	 There will be no LDC contribution to those UDSS activities which are concerned 
with internal AID assignments to build capacity and develop methods and tech­
niques. 

2. 	 Short-term assignments to LDCs will be done at the invitation of the particular 
country and it is presumed that the LDC institutions involved will make an 
"in-kind" contribution to the work. For the most part, their contribution will 
be in the provision of staff to work with the consultants, local transportation,
office space, and secretarial suppoit. An approximate calculation of value 
might be to assume that the local in-kind contribution will be approximately
25 percent of the AID funding. This would mean an overall LDC contribution 
of approximately $1.2 million. 
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VIII. IMPLEMENTING PLAN
 

UDSS Project activities will be partly "demand driven" by requests for assistance from 
USAID Missions (in response to Mission needs and requests from LDC governments and 
institutions) and partly undertaken as an integrated program generated by PRE/H. 
The concept is predicated on the assumption that there is a growing recognition by 
LDC governments of the importance of urban development to national economic growth 
and social equity for the urban poor. 

There is evidence that this is the case, given the increasing number of requests for 
assistance being received by PRE/H. In the past six months alone, urban support has 
been requested by USAID Missions in Peru (CDSS urban section), Jamaica (urban 
management and planning), Senegal (secondary cities related to rural development), 
Somalia (urban development in Mogadishu), Nepal (UDA) and Ecuador (urban manage­
ment in secondary cities). Also, both the African and the Near East Bureaus hav, 
requested studies on general urban indicators in their respective regions. 

Using UDSS Project funding, PR3/H intends to build a cadre of staff, contracted per­
sonnel and consultants with the expertise to respond to these requests on a timely and 
efficient basis. PRE/H, working with other AID offices, will also undertake to syste­
matically build a capacity for monitoring urbanization trends in LDCs, to prepare 
methods and techniques for general application to the range of Mission generated 
requests, and to undertake applied urban research as required regarding policy and 
program issues of widespread concern in LDCs. As part of this effort, PRE/H will 
disseminate the results to USAID Missions for their use and will extend basic PRE/H 
support to the USAID Missions. 

Table VIII-1 presents the expected project outputs to be generated by the UDSS 
Project over a five-year period. The presentation is divided by Fiscal Year and into 
the four basic components of the program. 

Activities in all four basic components of the UDSS Project will be generated in the 
first year (FY84), but the initial priority will be given those activities which fall 
under the component of Assess Broadly/Within AID. The reason for this is the impor­
tance of establishing for AID in general the urbanization monitoring system, and of 
developing the methods and techniques which will guide the implementation of other 
components. The need in this area has been demonstrated by the recent development 
within PRE/H of a UDA methodology and both overall and region-specific Urban 
Indicator papers. Considerable additional work in this area is required with early 
priority on the development of Land Needs Assessment, National Urban Policy, and 
Public/Private Partnership methodologies as LDC requests for assistance in these areas 
are expected.
 



TABLE VIII-1 
LOSS EXPECTED OUTPUTS 

UDSS ACTIVITIES FY84 FY85 FY86 FY87 FY88 Totals 

I . MnitrA. WI THIN AID 
urbanization trends 2 ei-ann~bl 2 sei-annual 2 semi-annual 2 ei-annual 2 semi-annual 0Semi-annual reports 

2. Develop method & techniques 

reports 

3 publications 
reports 

2 publications 
reports reports reports 

B. 

3. Applied research 

4. Support COSS 

5. Conduct UDAs 

WITHIN LDCs 
I. Support National Urban 

PoliciesI2. Sectoral Assessments 

I publication 

3 CDSSs 

I UDA 

I NUPS 

3 assessments 

3 pub ications 

3 CDSSs 

2 UDA. 

I NUPS 

4 assessments 

2 publications 

3 CDSSs 

2 UDAs 

I NUPS 

5 a assessment 

I publication 

3 CDSSs 

2 UDAs 

I N4PS plus
follow-up 

s assessments 

1 publication 

3 CDSSB 

2 UDAs 

2 MiPS 

5 assessments 

4 Method & Techniques 

8 AppliedReportsResearch 
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A regular report on urbanization trends will be undertaken by PRE/H in order to com­

pile the results and findings from all PRE/H activities, including those funded by the 

UDSS, and to more effectively disseminate this information to USAID Missions and 

offices, LDCs and other donor agencies, as a contribution to overall AID (and others) 
policy and programming. This framework for monitoring LDC urbanization and the 

valuable experience of PRE/H activities currently does not exist. It is expected that 

UDSS' Project activities, especially in the Assess Broadly/Within AID component, will 

generate significant and increasing demand for such dissemination of information over 

the five-year project period. 

IT. Lne second and subsequent years of the UDSS program, the priority of PRE/H acti­

vities will shift to direct programming in LDCs. Because of the limited resources 
available to PRE/H through the UDSS Project, these interventions will be selectively 
targeted to high priority countries and institutions, with a limited level of effort of 
one to six person months per activity. 

To further the critical objective of transferring "state-of-the-art" technology to LDCs 
a training program will be developed, having as its centerpiece an annuai Urban 
Development Workshop for senior level LDC participants. This workshop will be 
modeled on PRE/H's successful and influential Shelter Sector Workshops. In addition, 
it is anticipated that short regional training programs will be developed perhaps in 
connection with PRE/H's regional conference program. In-country training workshops 
will also be conducted, usually as part of on-going support to a particular urban 
institution. 

Another set of activities will support USAID Missions concerned wiiil undertaking long­
term assistance with other sources of AID funding. PRE/H assistance will be available 
to USAID Missions for the development of PIDs, PPs, and evaluations of urban 
programs whether or not PRE/H has a continuing role in the projects. In this way, 
UDSS Project activities can play a supportive and important role in generating more 
extensive urban activities than would be possible within the UDSS Project funding 
level. 

Starting in FY84, it is expected that UDSS Project activities will include the prepara­
tion of a limited number of projects for capital assistance. The development of a 
capital assistance program is related to buildup of a body of experience in AID, useful 
in focusing and prioritizing the kind and scale of capital assistance. It is anticipated 
that the HG program authorization would be expanded in terms of eligible urban pro­
ject annual total funding levels in order to establish a funding base for high priority 
urban capital assistance loans from US private lenders in the same manner as the HG 
program now operates in the shelter sector. 

A. RELATIONSHIP WITH OTHER AID OFFICES 

The UDSS Project activities have been designed to be directly supportive of AID offi­
ces and Missions. It is recognized that AID's growing concerns with urban develop­
ment issues will require a decentralization of program implementation capability among 
a vuriety of AID offices. The UDSS Project activities are designed to be supportive 
of these activities and PRE/H will continue to develop working relations with other 
AID units involved i urban activities. 
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The central role of PRE/H as developed through the UDSS Project will be to providethe overall framework on urbanization information, concepts, and approaches in sup­port of all AID urban activities, as well as to selectively assist LDCs directly in sup­port of urban activities not generally associated with other AID offices in such areas as national urban policy, sectoral assessments, and support for urban institutional
development and action planning and programming areas of importance not now speci­
fically covered by other AID offices. 

The overall objective sought will be to provide an integrated urban development
assistance strategy for AID combining the resources of all the component parts of the
AID organizational structure as it impacts urban development issues in the LDCs. 

B. RELATIONSHIPS WITH LDC INSTITUTIONS 

UDSS Project activities directly in LDCs depend thethe will on establishment of
working relationships with selected urban institutions. The experience of PRE/H inshelter sector institutional development has been that a combination of periodic short­term technical assistance, provision of training and conference seminar opportunities,
and access to HG loan funding will over time build a strong linkage between AID andthe LDC institution which is conducive achieving policyto change. It is anticipated
that the same mix of support will, over time, achieve the same result in establishing
working relationships with urban development institutions. 

It must be expected, however, that these relationships will take some time to build
and the full impact in the achievement of significant urban policy change in the LDCs
will not be felt for some years into the program. It is of the utmost importance tothe overall UDSS program that long-term relationships with LDC insitutitions be builtthrough the mechanism of short-term technical assistance and training. This issue willbe made more complicated because of the great variety of urban institutions and themulti-functions associated urban development as compared to a single sectoralwtih 

approach such as the shelter sector 
 work of PRE/H. 

C. RELATIONSHIP WITH OTHER DONORS 

The UDSS program will be discussed with other donors. Where appropriate coor­dination will take the form of co-sponsorship of certain activities, and in some cases
the UDSS Project will be used to facilitate the provision of major capital assistancefrom appropriate multi-national financial institutions such as the World Bank
regional development banks. The urban development 

and 
activities of other donors are 

discussed in Section X. 

D. EVALUATION MONITORINGAND PLAN 

Requests for UDSS Project assistance will be monitored to assess demand. The two 
major indicators will be: 
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1. 	 The number and kinds of requests received by USAID Missions from LDC insti­
tutions involving urban development assistance. It is likely that, when systema­
tically reviewed, certain patterns will be identified which will feed back into 
the research and development aspects of the UDSS Project in order to ensure 
that the appropriate expertise is available and methods and techniques are 
responsive to the LDC requirements within overall resource availability. 

2. 	 The number and kinds of requests generated by USAID missions for support in the 
development of their programs concerned with urban development (CDSS, UDA, 
PID, and PPs) and the number and kinds of requests from other AID offices for 
supplemental support for their activities. 

It is presumed that the allocation of the available resources from the UDSS Project 
would be made in response to these demand criteria. In this sense the financial plan 
in Section VI! is considered indicative of likely requirements and would be adjusted to 
reflect demand. The monitoring procedure would also directly contribute to the iden­
tification of research priorities and assist in focusing the overall urbanization moni­
toring activities of PRE/li. 

A 	 mid-term and final project evaluation will be conducted (FY86 and FY88). It is 
expected that these will be undertaken by direct-hire staff, contracted professionals 
and/or consultants in close collaboration with USAID staff and LDC institutions. The 
mid-term evaluations will permit modification, if necessary, in basic methods and tech­
niques during the latter half of the project. 

The evaluations will consider: 

1. 	 Evaluation with LDC and AID recipients of UDSS Project activities as to their 
satisfaction with the services rendered and their usefulness in achieving their 
objectives. 

A partial list of pertinent issues for detailed consideration would include: a) 
impact of project activities on institutional capacity; b) impact of same on urban 
policies, programs and planning; c) expansion and multiplication of linkages bet­
ween USAID and LDC urban institutions, especially regarding requests for UDSS 
Project activities; d) increased public-private cooperation in urban development 
activities; and e) improved cost recovery, subsidy reduction, affordable standards 
and urban upgrading. 

2. 	 Evaluation of the technical content of the work undertaken in order to improve 
future performance on similar tasks and to improve methods and techniques 
thereby increasing output per person month of work accomplished. 

Specific issues for consideration would include: a) number and type of UDSS 
Project activities requested and performed; b) requests for and application of 
technical material by other (than PRl/II) offices within USAID, other donor 
agencies, [DC institutions and the professional community; c) PIRE/i and RI UI)O 
perceptions of present and future utility of UDSS Project technical materials, 
especially ren rding its relevaince to em erging [DC urban issues and its enhan­
cernent of USAID tild I,)(C urban progra mming. 
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3. 	 In support of the key concerns of affordability and replicability, the design and 
evaluation of prototype subprojects will give due emphasis to economic viability.
In each case, the data required will be identified and a framework for eva­
luation will be proposed. 

4. 	 Evaluation of the personnel undertaking UDSS Project assignments because PRE/H 
will be expanding its consultant base and utilizing individuals with skills hereto­
fore not required in the shelter sector work of the office. An effort will be 
made through evaluation of individual performance to build an experienced cadre 
of resource specialists to undertake UDSS Project activities. 

Personnel evaluation would consider, among other issues: a) number arid skill 
type of additional contracted staff; b) review of consultant roster; c) pattern of 
requests within USAID and LDC institutions for UDSS Project supported activities 
performed by additional contracted staff and consultants; d) time actually spent 
on performing various UDSS Project activities compared to that projected as 
necessary in Chapter VII. 

The mid-term evaluation scheduled in FY86 will take all of the above into account in 
order to identify positive elements to build upon and gaps to fill in. The final eva­
luation scheduled in FY88 would once again focus on the above to measure progress in 
the latter half of the project and provide an overview of the UDSS Project experience
and serve as a basis for further programming options. 
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IX. TARGET GROUP SELECTION
 

It is clear that the magnitude of the urban development task in LDCs which AID, in 
general, and PRE/H, in particular, is attempting to address far exceeds the level of 
resources available. The issue is how to make the assessment and investment resources 
available for Urban Development Support Services have the greatest positive impact in 
accomplishing this task. 

It has been shown earlier that other international donor agencies, as well as AID, are 
becoming increasingly interested in urban-related investments. This creates the poten­
tial for leveraging the funds provided by the UDSS Project if a careful selection is 
made of places (countries and urban areas) in which the resources are used, the 
institutions within LDCs which are involved, and the groups which are intended to be 
the primary initial beneficiaries of assistance. These considerations highlight the 
importance of target group selection in the design of the UDSS Project. 

A. COUNTRIES SELECTED FOR PRIORITY ATTENTION 

In 	 addressing the question of which countries should receive priority for assessment and 
selective investment, it is important to emphasize that there is no single criterion 
adequate to identify countries in which urbanization presents critical development
problems. The population or geographic size of the country is not a criterion which 
distinguishes sharply among those in need of assistance and those which are not. Nor 
s the level or rate of urbanization in an LDC a sufficient criterion by itself. In 

other words, there are countries, large and small, and with both high and low levels 
of urbanization which could substantially benefit from the types of assistance to be 
provided by mnd leveraged by UDSS Project. 

Another way to make this point is to say that there is not one type of "urban 
problem" to be iddressed but many different types. Among the broad approaches that 
will be used to identify which countries should receive priority attention and what 
types of assistimce are most needed include: 

a 	 Recognition that rapid change is much more difficult to manage than more 
moderate change. An assessment will be carried out to determine which LDC 
countries are, experiencing the most rapid increases in their urban population 
relative to their total population growth (see Annex 3A). 

* 	 Cross-clssi fcation of countries by the degree to which their current level of 
urbanization is supported by their economic growth (or their domestic ability to 
provide needed urban resources) and the liklihood, given past patterns of both 
urban and economic growth, that they will be able to provide needed resources 
in the future. 

* 	 Coin pirl.;on of the need for urban assistance with the countries' resource capa­
city to meet their needs. Priorities based upon these criteria for a sample of 
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countries served by the Near East Bureau are shown in Annex 3A, Tables 3A-5, 
6, and 7. It is anticipated that the above can be carried out through periodic 
assessment. When these are complete, the should also befollowing addressed 
to isolate target countries. 

1) 	 Evidence of interest in addressing urban issues in the LDC. 

2) 	 Willingness to respond to such interest on the part of the country USAID 
Mission, the relevant AID Bureau, and the RHUDO. 

3) 	 Current and likely future degrees of expected requirements for urban 
employment, housing, shelter, infrastructure and programs to alleviate 
adverse social conditions associated with poverty. 

4) 	 Current and likely future domestic resources capacity to meet these require­
ments from expansion of their domestic resources and/or prevailing levels of 
international assistance. 

B. URBAN AREAS SELECTED FOR PRIORITY ATTENTION 

Once a decision has been reached to assign a high priority to urbanization assistance 
in a particular country, the significant question of which urban areas should receive 
priority attention remains. 

In 	 addressing this question, two observations must be made. First, in most LDCs the 
largest (or primary) city is growing, not only more rapidly than total urban popula­
'i-n, but, also, more rapidly than other urban areas. This tends to produce
incre,,sing concentration of the urban population -which is often referred to as
"1polar'iza t ion." 

'Table 313-i, Annex 313 shows a sample of large cities in African countries and their 
high average population growth rates. 

On average, the percent of the total population residing in the largest city, in low­
income countries, grew from 2.75 percent in 1960 to 6.32 percent by 1980. For 
middle-income countries, the comparable figures are 9.24 percent in 1960 to 
13.05 percent in [980. In most of the LDCs, the primary city has a dispropor.­
tionately larger share of industrial and service employment than its population and 
provides disproportionately higher levels of income per capita than other cities. 

On the face of it, then, it appears that urbanization issues in most LDCs will 
revolve, to a considerable extent, around the prima y city. Evidence cited in Section 
V supports the necessity to devote some portion of the attention to deciding what, if 
anything, should be done to assess development problems and invest in the primary 
city. 

The second general point to be inade is that in most LDCs it is the size and the rate 
of growth in the primary city, along with the difficulties in managing that growth,
that is the major impetus for interest in developing urban strategies. Thus, whether 
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or 	 not a decision is taken to give priority attention to the primary city, issues asso­
ciated with its size and rate of growth will tend to dominate urban policy formulationin 	 any case. For this reason, if no other, it is useful to explicitly deal with theprimary city ­ at 	 least in the assessment of options. Furthermore, as discussed inSection V Annex it is unwise toand 2D, 	 ignore the potential of the largest city to
provide major economic and social benefits in future development. 

'-'here has been, of course, a great Jeal of discussion about the obvious social andeconomic costs associated with large size. However, the weight of the conceptualand empirical evidence does not support the contention that it is necessarily desirableto 	 slow the growth or reduce the size of the primary city once both benefits andcosts have been taken into account. It 	 is more accurate to say that the evidencesuggests that the basic issue is to decide how to provide necessary economic andsocial requirements and manage the growth of the primary city, rather than to retard 
its development and growth. 

Even granting this, however, there remains the problem of what other urban areasshould receive priority attention and what the principles should be for their selection.To the extent that LDCs have already adopted explicit urban strategies, they havetended to be strategies which emphasize decentralization away from the primary citytoward secondary cities or rural market towns. The objectives of these strategies -other than reducing population growth in the primary city - usually include regionalequity objectives (more equalization of incomes aad services across regions), national
security (in settling relatively under-developed border regions) or social equity objec­
tives (more equality in the provision of social services across the urban system). 

The previous sub-section has argued that in the setting of country priorities it isessential to take both needs and resource capacity into account. The same true inisselecting priorities among uroan areas. Previous analysis has demonstrated that the consequences of indiscriminate or broadly based decentralization can be achieved, if atall, only at the risk of substantially increasing overali development costs and substan­tially reducing the expected economic and income growth of the economy - thusreducing future resource capacity. The issue, then, is to set priorities for otherurban areas which have a reasonable chance of success without adding excessively tocosts or substantially reducing the capacity of the economy to generate future resour­
ces. 

In 	 general, this requires the setting of priorities among urban areas other than the 
primary city in which: 

1. 	 The area has demonstrated some growth capacity, which might be indicated by
its recent past rates of employment or population growth. 

2. 	 The area is likely to be a suitable place to locate industry and commercial ser­
vices without a high probability of economic loss or the necessity for 	continuoussubsidy, which can be indicated by recent rates of growth in industrial
employment or firms and by the share of the local employment base represented 
by industry. 

3. 	 The area has suitable vertical or horizontal options for expansion in density
and/or physical size without the necessity to build completely new infrastructure 
systems or incur major costs to overcome physical barriers. 
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4. 	 The anticipated investment for employment, housing, shelter, and infrastructure 
in the aggregate for urban areas selected will not exceed the anticipated future 
resource pool. 

The application of these criteria will generally lead to the selection of only a few 
secondary cities for priority attention, rather than a more scattered approach that 
tries to distribute a small amount of the available resources to a large number of pla­
ces. Ultimately, the rationale for this approach is that some viable decentralization 
can occur while growth occurs in domestic resources which can then be used for more 
targeted application to the social needs of specific population groups to improve social 
equity among individuals and households. 

C. POPULATION TARGET GROUPS 

Section IV and Annex IA demonstrates that the urban population of LDCs will continue 
to grow relative to the rural population and that this shift will result in an increase 
in the proportion of poverty households in urban areas over those in rural areas. 
Thus, it is clear that the urban poor need to receive greater attention than has pre­
viously been the case. 

It has not been possible to establish with certainty the effects of increased urbaniza­
tion on the incidence of poverty. The World Bank has estimated the number of poor
urban households in 1980 to be 41 million. The total urban population in 1980 in low­
and middle-income countries is estimated to be 880 million people. Thus, there are 
approximately 4.7 poverty households per 100 people living in urban areas in 1980. 
The urban poverty households in 2000 are estimated to be 74.3 million out of totala 
urban population of about 2,430 to 2,680 million people. On this basis, there would 
be between 3.0 and 2.8 poverty households per 100 people living in urban areas. 
That is, the incidence of poverty is estimated to decline. 

The prospects of this happening are conditional on the maintenance of relatively high 
rates of growth in GNP per capita between now and the end cf the century. In this 
sense, economic growth and urbanization are important anti-poverty forces. At the 
same time, it is relatively certain that there will be a residual (and, perhaps,
substantial) poverty population which will need priority attention in each LDC - with 
well-targeted programs. 

D. INSTITUTIONAL TARGET GROUPS 

As has been emphasized earlier, policies and programs which have potential urban 
effects extend well beyond those which have traditionally been thought to comprise the 
"urban sector." In fact, one of the potential advantages of the UDSS Project is that 
it can provide broad enough assessments to identify and select for priority attention 
those institutions and institutional decision-makers whose policies and programs make up
the major elements of an often "implicit" urban policy. 

As suggested in Section V, the critical element in determining the urban areas likely 
to expand in population is the allocation of investment funds. Within the categories 
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of investment funds, existing research suggests that industrial investment flows are the
primary determinant. Shelter, intra-and inter-urban infrastructure investments are also
influential in determining future patterns of urban population location and their levels 
of well-being. 

There is, of course, considerable variation among LDCs in term, of relative shares of 
investment by sector which are publicly or privately provided. However, in most 
LDCs, both the public sector'. direct role in investment and its indirect role in setting
the context for investment are extensive. Thus, it is important to give priority
attention to those national institutions which participate in setting overall allocations 
of investment, industrial policies (especially industrial location policy) and major sec­
tors of intra-urban infrastructure, housing and services. 

It has been repeatedly demonstrated that when spatial policies (i.e., decisions about
where population and redistribution are desired) and sector policies diverge, the 
objectives of the spatial policies will not be achieved. It is normally necessary,
therefore, to broaden the range of institutions receiving priority attention well beyond
the ministries directly responsible for planning, housing, and residential services 
programs. Ministries of Finance, Industry, Trans- portation, Power, and
Communications, as well as banks and other financial institutions, should receive 
attention. 

Because total resources for investment are likely to fall short of the levels needed to
finance all desirable programs and projects, it is particularly important to involve sec­
toral ministries, and offices within them, responsible for setting service standards and 
establishing cost-recovery mechanisms and levels. 

Aside from the effects of standards and prices of services on population location
choices, standards of service provision and prices charged to recipients of services 
determine the overall costs of urban development efforts and the level of replenish­
ment of the future resource pool for investment. 

In addition to national ministries, priority attention should be given to local govern­
ment and service authorities (such as local water utilities and housing authorities) in 
high priority urban areas. As at the national level, it will often be necessary toinvolve a broader range of local government officials to achieve the most beneficial 
effects of sectoral programs and policies. 
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X. OTHER DONORS
 

Most other donors were slow to recognize the growing importance of urban develop­
ment to national economic growth in the LDCs. The United Nations Center for 
Housing, Building, and Planning was the only multi-national agency actively involved in 

Settlements 

urban technical assistance up until 
traditional "master planning" lines. 

the late 1970s, and their 
However, concern about 

work tended 
urbanization 

to be along 
accelerated 

throughout the donor community during the 1970s. 

The United Nations sponsored two major conferences which 
(the Stockholm Conference on the Environment in 1973 -
United Nations Environmental Program; and the Vancover 

focused on urban issues 
which gave life to the 
Conference on Human 

in 1976 - which led to the reorganization of the UN's urban activities in
Nairobi with UNCHS and Habitat Foundation). In addition, the World Bank and other 
multi-national banks formed urban lending units. Most bilaterals agencies have 
generated various urban technical assistance projects on a generally small scale. 

Altogether, the urban focus of the donor community has continued to play a secondary
role to rural development and agriculture. Nonetheless, increased funding has been
made available to urban activities during the last decade. For example, the World
Bank from next to no urban specific lending in 1970 (though many other projects had 
an urban impact) had allocated slightly over two billion dollars by 1976 to urban pro­
jects and $3.8 billion by 1982. The World Bank projects over $4 billion in new urban 
commitments durii.g the coming five years. Other multi-national donors are similarly 
increasing urban lending. 

The World Bank continuing commitment to LDC urbanization was recently expressed in
their publication, "Learning by Doing," a 10-y, ar retrospective on the World Bank
urban project experience. In the conclusions (page 49) to the report, it states: 

Despite the progress made in overcoming problems in the urban 
sector, the challenge of urban growth has not diminished over the 
past decade. Urban populations have continued to grow in every 
country, even where rural development efforts have been effective 
and sustained. Higher energy costs and worldwide inflation have 
placed new strains on productivity, much of which continues to be 
generated .- urban areas in developing countries. Supporting ser­
vices and infrastructure essential for efficient urban economic 
activity continue to be needed in the metropolitan agglomerations, 
as well as in the new secondary urban centers where much of the 
current growth is taking place. In the constrained economic and 
financial co-ditions of the 1980s, sound economic financial policies
governing urban development are critical if productivity is to be 
maintained. Finally, the need to increase institutional capacity,
whether in providing new infrastructure and shelter or in main­
taining and operating existing investments, remains a key lesson of 
project experience. 
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Projected growth in every region suggests that urban development
efforts will have to be redoubled over the next decade if the 
solutions developed during the 1970s are to extended tobe 

growing populations.
 

Given the vast range of urban problems to be addressed, and the enormous capital
assistance requirements, the expanding role of the multi-national donors and bilaterals
alike should be welcomed. There is clearly a role for all to participate in the efforts 
to assist the LDCs in overcoming urban problems. 

In 	 reviewing the present and pending work of other donor agencies, PRE/H has deter­
mined that the appropriate role for the UDSS Project should be determined in part bythe participation other and programof donors their emphases. Among the conclusions 
drawn from the review are the following: 

1. 	 The overall capital requirements for urban infrastructure and facilities are so
large that the multi-national banks should be viewed as the major source of
capital assistance to most of the AID-assisted countries. AID's role should beto use its limited capital assistance capacity and the HG program resources for
interventions selected primarily to achieve urban policy objectives. Nonetheless,
the availability of capital assistance is recognized as an essential part of the 
overall AID urban strategy. 

2. 	 That opportunities to leverage AID's technical capitaland assistance by
generating follow-up financing from the multi-national donors should be exploited
where possible. For example, AID-supported development planning of urban
projects in Medan, Indonesia and the Asian Development Bank is now providing
the capital assistance for their implementation. 

3. 	 When high priority opportunities for long-term technical assistance have been
identified through the UDSS Project, and funding is not available from USAIDMission budgets, then possible opportunities for obtaining technical assistance 
should be explored with UNCHS. 

4. 	 In spite of the resource limitations within AID which underscore the importance
of cooperation and coordination with other donors, the review of other donor's
activities also suggests several unique contributions which the UDSS Project canmake. AID, through the UDSS can make a major contribution to the methods 
and techniques to be used in addressing LDC urban problems. In particular, thegrowing awareness on 	 the part of donors and LDC governments alike regarding
the importance of urban policy issues, offers AID a major opportunity to take a 
leadership role in the urban policy dialogue. 

In 	 addition, AID's recognition of the private sector's importance to overall 
national development and urban development, in particular, also givcs AID aperspective, not yet widely recognized by other donors, from which to provide 
a unique contribution to the urban dialogue. 
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ANNEX 1A 

DEMOGRAPHIC DIMENSION OF 
URBANIZATION AND URBAN CONCENTRATION 

The countries of the world classified as Middle- and Low-Income Countries by the 
World Bank had a total population of 3,30n million people in mid-1980. Of this total 
880 million people lived in areas 2lassified as urban. Of these, 367 million lived in 
Low-Income Countries (with per capita GNP less than $430) and 513 million lived in 
Middle-Income Countries. Overall, 27 percent of the population was urban. In
Low-Income Countries, the urban population comprised 17 percent of the population;
while, in the Middle-Income Countries, the urban population had reached 45 percent 
the population. 1 of 

The primary cities of each of almost all these countries have grown rapidly and by
1980 had reached a cumulative population of 192 million, or 22 percent of the urban 
and 6 percent of the total population. The Low-Income Country share of this primary
city population was 44 million or 12 percent of the urban and 2 percent of total popu­
lation. In Middle-Income Countries, the primary city population was 149 million, or
29 percent of urban and 13 percent of total population. 

AID-assisted countries contained a total population of 1,874 million (57 percent of the 
population in all Low- and Middle-Income Countries) in 1980 of which 552 million was
urban. The urban portion of AID-assisted countries is 29 percent of their total popu­
lation. As a group, therefore, they are slightly more urbanized than the average of 
Low- and Middle-Income Countries, although they include countries with very low
levels of urbanization (Burundi: 2 percent and Rwanda: 4 percent), and some with 
very high levels (Israel: 89 percent and Lebanon: 76 percent). 

The total population of the primary cities in each of the AID-assisted countries was
117 million in 1980. This total represents 21 percent of the urban and 6 percent of 
the total population of these countries. Thus, AID-assisted countries, as a group, are 
very similar to all Low- and Middle-Income Countries in the degree of concentration of
their urban systems in the primary city. Again, however, there is a tremendous range
with Guinea having 80 percent of its urban population in its primary city and India 
having 6 percent. Sixty percent of the total population in Lebanon is in its primary
city, at the high end, and India has only slightly over 1 percent of its population in 
its primary city, at the low end. (These data are summarized in Table 1A-I.) 

1See Section V and Annex 2A for a discussion of the relationship between urbanization 
and GNP per capita. 
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There are substantial regional variations among AID-assisted countries, in their levels
of urbanization and the percent of their urban population in the primary city. Table
IA-2 shows these group averages compared to equivalent averages for all Low- and 
Middle-Income Countries. 

An aspect of the changing demography is an increase in the numbers of poor house­
holds in urban areas. In 1980, the number of urban households in poverty was esti­
mated to be 41.17 million. 2 This means that there were 25 poor urban residents for 
each 100 urban residents in 1980. At an average of five persons per household, this 
translates to one out of every four urban households experiencing poverty conditions. 

TABLE IA-1 

TOTAL, URBAN AND PRIMARY CITY POPULATIONS, 1980 

1980
Country 1980 Total 1980 Urban Largest City

Group Population Population Population
(Millions) (Number) Percent Percent Percent 

of total Number of urban of total 

Low Income 2,161 367 17 44 12 2 

Middle Income 1,139 513 45 149 29 13 

Total 3,300 27880 192 22 6 

AID Assisted 
Countries 1,874 552 29 117 21 6 

2 From Table 1, p.3, "Shelter, Poverty and Basic Needs Series," World Bank, 
September 1980. 
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TABLE .A-2 

URBANIZATION AND CONCENTRATION 
(1980) 

Urban Largest City Largest City
Population Population as Population asas Percent Percent ofAID Assisted Countries1 Percent ofof Total Total Urban Total 

Asia 22 15 3Caribbean 40 57 23Central America 62 32 20South America 66 
 21
East/Southern Africa 16 
14 

43 
 7West Africa 24 29N. Africa/Near East 44 32 
7 

14Overall 
 29 
 21 
 6
All Low Income 12
All Middle Income 
17 2
45 29 13Overall 27 22 6 

IThe regional figures for columns (1) and (2) are from "Urbanization and UrbanGrowth as Development Indicators in AID-Assisted Countries," Newman andHermanson Company, 1983. The Low and Middle Income figuresDevelopment Report, 1982," The World Bank. 
are from "Wbrld 

The final column is calculated fromthese figures as are the overall figures for AID-Assisted Countries. 
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ANNEX 1B 

FUTURE URBANIZATION IN LDCs 

One way to get a sense of what is implied by a continuation of recent past
urban growth rates in LDCs is to compare recent rates of growth of total and 
urban population. From 1970 to 1980, population in the3 total Low-income 
Countries increased at a rate of 2.1 percent a year while urban population grew
at a rate of 4.1 percent a year. The corresponding figures for Middle-Income 
Countries were 2.3 percent a year and 4.0 percent a year respectively. 

Total population in Low-Income Countries was 2,161 million and urban population 
was 367 million in 1980. The World Bank estimates that the year 2000 popula­
tion for Low-Income Countries will be 3,090 million. Continuation of the growth
rates for urban population would raise urban population to 820 million by 2000. 
This would increase the urban percent of total population from 17 percent to
27 percent. A similar calculation for Middle-income Countries with a total 
population of 1,139 million and an urban population of 513 shows a prospective
2000 total population of 1,789 million and an urban population of 1,124. This 
would increase the percent urban from 45 percent in 1980 to 63 percent by
2000. The overall change woulc be from 27 percent to 40 percent urban. Some
estimates have put the year 2000 urban percent of total population as high as 50 
to 54 percent (based on UN estimates in the first case and individual country
growth rates rather than group averages in the second case.) In spite of the 
range of these estimates, any of them would indicate a very substantial reorien­
tation of the population and a dramatic shift in the share of requirements for 
jobs, shelter, and services from rural to urban areas. 

Previously referenced projections of poverty by the World Bank, estimate the 
number of urban households in poverty In 2000 at 74.3 million. The estimate of
urban population based on individual country total and urban growth rates
(54 percent of total population), would put the incidence of urban poverty at 3 
poor households per 100 people in urban areas. On this basis, even though the
incidence of urban poverty would decline, the number of poor urban households 
would increase by over 33 million from 1980 to 2000. 

Data on the household income distribution by country is very scarce and that on
urban-rural differences more scarce still. Furthermore, that which does exist is 
not necessarily reliable. The World Development Report provides some limited 
data which is shown in Table IB-I. 

The relationship between urbanization and GNP per capita is a fairly accurate 
predictor of levels of urbanization in LDCs. In 1980, for example, overall 
average actual urbanization rates were 36.1 percent of the population of LDCs 

3 See Table 3A-1, Annex 3A. 
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whith less than 10 million population while the average predicted urbanization 
rate was 37.1 percent. Projecting urban growth to 2000, however, on two
different assumptions about its pattern reveals a striking contrast. If urbiniza­
tion is projected by assuming a continuation of the 1970-80 rates of urban popu­
lation growth for each individual country, average urbanization by 20L. in the
small LDCs would equal 57.0 percent of the population. If urbanization is pro­
jected, on the other hand, by assuming a continuation of the relationship bet­
ween GNP/capita and urbanization plus a continuation of growth rates in 
GNP/capita between 1960-1980 to 2000, the average percent urban would be 
46.0 percent of the population. 

The significarnce of this is that national population growth statistics and expected
low levels of expansion possibilities for agricultural employment make a con­
tinuation (or poss;ible acceleration) of past urban growth rates likely. At the 
same time, an international decline in prices of primary products, high levels of 
energy costs, and the general recession in national economies makes the con­
tinuation of the relatively high rates of economic growth unlikely. 

TABLE 18-1 

HOUSEHOLD INCOME DISTRIBUTION 

Percent Share of Household Income 
Cumulati ve 

Median Average Based Upon 
Obser- of Obser- Average by 

Low Value High Value vation vations Quantile 

Low Income (Nx6)
 
Lowest 20 percent 4.6 10.4 6.9-7.0 7.0 7.0
 
Second Quintile 
 8.0 11.7 10.2-11.1 10.2 17.2
 
Third Quintile 11.7 13.9
16.1 14.2 31.4
 
Fourth Quintile 
 14.8 23.5 19.7-20.5 19.4 50.8
 
Highest Quintile 42.2 
 59.2 49.4-50.4 49.2 100.0
 

Middle Income (N=17)
 
Lowest 20 percent 1.9 6.6 3.5 4.0 4.0
 
Second Quintlle 5.0 11.2 8.0 8.1 
 12.1
 
Third Quintile 
 9.4 18.7 12.9 13.1 25.2 
Fourth Quintile 17.0 23.9 21.4 21.0 46.2
 
Highest Quintlle 38.7 54.0 100.0
66.6 53.8 
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ANNEX 1C 

FUTURE GROWTH OF THE LABOR FORCE: 
EMPLOYMENT REQUIREMENTS 

The number of new jobs required to provide employment for the new urban popu­lation and to reduce current levels of unemployment or under employment isextremely difficult to establish definitively. The 1980 World Tables estimatedthat the labor force would grow at an average annual rate of 2.3 percent a yearbetween 1977 and 2000 in Low-Income Countries and by 2.2 percent a year inMiddlp-Income Countries. The World Development Report, 1982 estimated thepotential labor force (percentage of the population of working age: 15-64 years)in 1980 as 59 percent in Low-Income Countries and 55 percent in Middle-IncomeCountries. These figures, taken in conjunction with population figures citedabove provides some basis for making a low-side estimate futureof job require­ments. These are shown in Table I0-1. 

The estimated requirement for 279 million new urban jobs is a low side estimate 
because: 

e it does not take into account the need to reduce current urban 
unemployment; 

e it does not take into account the normally positive difference between theportion of the population in the labor force in urban and rural areas; and 

e it does not take into account the relatively higher population growth ratesin urban than in rural population expected between 1980 and 2000. 

An alternative estimate could be made assuming that the potential labor forcewould remain the same portion of projected 2000 population as it was in 1980.This procedure estimates total laborurban force in 2000 at 1100 million and therequired new jobs as 603 million, which is likely to be nearer the mark than theprevious estimate. If the capital costs per job average about $10,000, invest­ment resources needed to provide this many new urban jobs represents about11.5 times the total gross domestic investment of all Low- and Middle-IncomeCountries for all purposes in 1980. If the low-side estimate turns out to bemore accurate, the requirement would still be 5.3 times total 1980 gross
domestic investment. 
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ANNEX 1D 

FUTURE URBAN LAND REQUIREMENTS 

In a recent report prepared by PADCO for PRE/H, "Urban Land Need Assessment 
Methodologies," the populations of 40 major Third World Cities were reviewed to
project their future land Since maps other dataneeds. no or physical were 
available, the projections were made using absorption capacity methodology and
data drawn from World Bank and UN sources and the uIrP Handbook of Urban 
Transport. 

The cities were selected from Africa, Asia and Latin America and were primarily
chosen because there was data available showing populations and corresponding
land areas. Although the cities ranged in size from 250,000 to 10,900,000 their 
mean size in 1975 was 3,600,000. They display a wide range of densities from 
very low in predominately African cities to over 500 persons per hectare within 
the city limits of Bombay. Where possible, all of these densities were measured 
using the population within the areas defined by municipal or city boundaries 
rather than metropolitan areas. This was done to more closely reflect actual
living conditions inasmuch as metropolitan areas can sprawl over vast areas at 
low densities. Furthermore, metropolitan areas frequently have vague boundaries
making projections of densities inaccurate. Thus, the first column of Table ID-I 
population figures show the populations over which densities were measured while
the second set of population data show metropolitan populations. These metropo­
litan populations were used to project future populations and land needs. 

The projection of future urban land needs shown on Table ID-I indicates future 
land needs if the cities accommodate their future populations at their current
densities. In most cases, the physical areas of these settlements would have to 
more than double if this were to be done. 

The data from this Table show that unless means are found to increase develop­
ment densities, the additional land requireinents will be very large. For the
cities shown in Table ID-i, urban population is projected to increase 3.54 time­
while urban land requirements in square kilometers increase 2.84 tifles. Thus, it 
can be said that a 1 percent increase in urban population will increase land
requirements by 0.8 percent, assuming these cities to be representative. On this
basis, land needs for total urban population would increase by 142 to 160 percent
of current urban land. 

The data in Table ID-I can be used, also, to show that .06 km2 are required
for each thousand new people. On this basis, new urban land requirements would 
range from 40.8 thousand km 2 to 105.3 km2 , with accompanying urban services. 
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TABLE ID-1 

PROJECTED 2000 POPULATIONS AND LAND NEEDS 
IN THIRD WORLD CITIES 

POPULATION 1 LANb 
 POPULATION 2 GROWTH 2000 
 GqOTH LAND
CITY (00S) AREA DENSITY 1960 1975 RATE 
 PRCJECTION RATE
(KvZ) (P/HA) (DOOS) (005) (%) 
NEED
 

(O00'S) () (Kfi2)
 

fBIDjA!1 1750 135 130 
 330 950 11.15 5750AH' b;,BAD 1588 93 7.47 370
171 1181 2063 3.79 5502 
 4.00
ALGER. 943 210 45 871 
201
 

1179 2.04 
 2851 3.61 375
ANYAQA* 1270 48 265
° 650 1725 6.72
AtEXA'IDR A** 2318 193 120 
5262 4.56 134


1500 2447 3.32 
 5599 3.37 262

BAr, AD 2260 139 163 
 983 3433 8.69 10907 4.73 450
B;sl,Ole 2050


2Y* 291 70 1710 3277 4.43 11030 1101
BCIv 4.97
3840 68 
 565 4050 7094 
 3.79 19055 4.03
B0 A1A" 2818 131 V,;

215 1662 3416 4.92 9527 
 4.19 264
BL,[', 2972 200
S AIRES* 
 149 6700 9332
CAACAS- 1800 112 

2.23 13978 1.63 313
161 1283 2673 5.02 
 5963 3.26
CAM"C 205
7000 297 
 236 3711 6932 4.25 
 16398 3.50
CASAILANCA 4C2
1791 113 
 158 967 18 6 
 4.44 5248 
 4.25 214
CA CIITA" 4200 
 127 331 
 5500 80'7 2.59 
 19663 3.62 350
CC,O",30 559 
 37 151 503 
 655 1.78 1269 2.68
CoT0%3U' 111 47 24 41

200 "00 5.20
DfLHI 826 5.19 223
4044 14C4 
 27 2283 "89 4.61 
 13220 4.42
FREET0,:N 128 35 3 04


37 100 360 6.61 1320 6.71
HC',S lONG" 2808 75 (61
374 2706 4010 2.66 5515
ISTA:,BUL 8800 1054 1.28 40
83 775 2064 6.75 8284 5.72
JA:ARTA 752
5000 369 
 136 2702 5593 
 4.97 16933 4.53 F37
KC'YPALA 
 332 268 12 
 129 590 7.50 2506 7.50 1547
4000 237 
 169 1848 4465 
 6.06 15862 5.70
K I NSHASA 675
1323 202 
 65 
 451 2049 10.62 9112 6.15
LAGOS" 1M78
1500 70 
 214 775 2064 6.75 9437LI PIA 6.27 344
3600 164 
 220 1784 3901 
 5.35 12130 4.64 375
t: itS 2470 128 193 
 1706 3748
P.:,ILA 3900 600 
5.39 10375 4.16 343
65 2240 4444 4.67 
 12683 4.28 1,68
MEXICO CITY 
 9000 1500 
 60 4910 10942 5.49 31616 4.34 3,46
T[V;DE 01100 
 58 190 1159 1559 
 2.00 2223 1.43 35
P,OBIP 509 i09 10 
 272 741 6.91 3371 
 6-25 2530
0 -','-,3UGOU*** 135 30 45 135PA'3cOrl 1927 250 8.01 787 5.90 119
120 161 
 992 2449 6.21 
 7372 4.51
A-C DE JAIEIRO# 1805 130 307


139 4392 8328 
 4.36 19383 3.44
SATIAGO 796
3700 250 
 148 1876 3063 3.32 5119 2.08 
 139
SA';PAULC' 5241 
 857 61 
 4383 9965 5.63 
 26045 3.92 2629
SEOUL 
 5510 367 150 2361 7286 7.80 
 18711 3.84 761
SI',4PGRE 2100 
 61 344 1133 2027 3.95 3029 1.62 29
I.-RAN 3600 
 350 103 1B70 4435 5.93 13785 4.64 909Y, ,' * 267 14 189 206
EAN 2752 
617 5.64 1849 5.64 65
154 
 5.29 9738 
 4.34 693
SLANDARD DEV 
 2174 
 111 
 2.16 7268 
 1.52 858
 

* Cities in which densities and land areas 
cover the municipal boundaries only. metropolitan populations are higher. 

"" Data from National Urban Policy Study in Egypt. 

Data from, .orld Developrent Report, 1982, The World Bank. Population prcjections are bsed on 1960 and 1980 populations. 

Data frcm Recent 
Shelter Sector Assessment and World Develop-lent Peport. 1982. 
Source: UITP Handbook 
of Urban Transport. International Union of 
Public Transport, 1975, Brussels; Glcal Review of 
 u-an
Settlerents; Statistical Annex; World Development Report. 
1982, and PADCO analysis.
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ANNEX 1E 

FUTURE URBAN SHELTER REQUIREMENTS 

Shelter requirements would represent a large portion of theAssuming an needed new capacity.average household size of five people, netpopulation of from 1,560 
the increase in urbanto 1,755 million would represent 312 351to millionnew urban households.
 

As indicated earlier, 

holds in 

the World Bank has estimated the increase in urbanpoverty to be 33.1 million. house-The cost requirementsurban household in poverty in 2000 
for providing each 

116 billion (1975 US$) 
with a basic unit of shelter would beusing World Bank estimates. The regional breakdown ofthese estimates is shown Tablein 1E-1. 

The National Urban Policy Study in Egypt estimatedviding both rehabilitation the per unit costs of pro­and new units1 new unit) to be L.E. 
(in a ratio of 1.38 rehabilitated units to1,085 (1979 prices) or or rehabilitate about $1,200 (U.S.) to createthe needed housing. On this basis,range from between total shelter costs would 

large share of these 
about $374 billion to $421 billion. It is expected that aexpenditures would be privateof course, but would 

rather than public in origin,create nevertheless an enormous social requirement. 

TABLE IE-I 

THE TOTAL INVESTMENT REQUIRED IN ORDER TO PROVIDE EACH HOUSEHOLD
LIVING IN POVERTY IN 2000 WITH A BASIC UNIT OF SHELTER
 

(billions of 1975 U.S. dollars) 

Region In InUrban Rural Total
 
Areas 
 Areas
 

Latin America & the Caribbean 62.0 
 7.0
Europe, Hiddle East & N.Africa 11.0 
69.0
 

3.0 
 15.0
Eastern Africa 6.0 
 5.5 
 11.5
Western Africa 
 4.0 
 2.0 
 60.0
South Asia 
 25.0 
 20.0 
 45.0
Cast Asia and the Pacific 
 8.0 8.0 
 16.0
 

Total 
 116.0 
 45.5 
 161.5
 

Source: "Shelter, Basic Need Series, World Bank, 1980, p.
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ANNEX 1F 

FUTURE URBAN WATER SANITATION, OTHER PHYSICAL 
INFR.kSTRUCTURE, EDUCATION, HEALTHAND REQUIREMENTS 

The World Bank has estimated the total per capita costs of alternative types of 
water supply and sanitation as shown in Table iF-1. 

To serve the expected new urban population (1,560 to 1,755 million people)
completely with house connections to water would cost between $187 and$210 billion in 1978 U.S. dollars. If only standpipes were used, the costs would
be reduced by two thirds to about $62 to $70 billion. Since a mix of solutionsis more likely, the actual cost requirement could fall between these extremes.
There would, of course, be additional costs to make up for current deficits inservice (about 280 million out of the total urban population in 1980 of880 million). These would range from about $34 billion to about $11 billion. 

Data on sanitary sewage disposal costs and differences in urban/rural access is 
not widely available in comparable form. The World Bank has estimated per
capita costs for providing sewer service at $250 in 1978 U.S. dollars, a septictank at $100 and a latrine at $30. On this basis, the cost requirement to servethe potential new urban population with sewerage systems would be between
$390 billion and $439 billion. Analogous costs for septic tank solutions would be$156 billion to $176 billion. The National Urban Policy Study (NUPS) conducted
in Egypt for AID provides an alternative estimate based upon requirements for
adding to existing systems, making up deficits, and rehabilitation of existingsystems on a year 2000 urban population basis ($92 per capita in 1979$). From
these estimates, the total cost for sanitary service would reach about
$163 billion, for a mixed technological solution, including costs for making up
deficits. 

Excluding costs for housing, water, and sanitation, NUPS estimates for other
physical infrastructure and education and health facilities was $586 per capitausing total year 2000 urban population as the base. Accepting this parameter toprovide order of magnitude costs, suggests a total requirement in these cate­
gories of between $914 billion to $1,020 billion to serve the year 2000 total
urban population of 1,560 and 1,755 million people respectively. 
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TABLE IF-1 

CAPITAL COSTS PER CAPITA OF ALTERNATIVE TYPES 
OF WATER SUPPLY AND SANITATION 

(1978 U.S. doflara) 

Type of Service 
 Urban 
 Rural
 

Water Supply
 
with house connection 
 120 
 150
 
with standpipe 
 40 
 40
 
with hand puofps - 25
 

Sa 	itation
 
with sewerage 
 250 
 250
 
with septic tank 
 100 	 _
 
with latrine 
 30 
 20
 

Source: 
 "Water Supply and Water Disposal," Basic Needs Series, World Bank,
 
1980, p.16
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ANNEX 2A 

URBANIZATION AND GNP PER CAPITA 

The 	 strong positive relationship between higher levels of urbanization and GNP 
per capita has been documented repeatedly over thp post-war years. One of the 
most 	 extensive empirical investigations of this relationship was conducted in the
mid-1970s by Hollis Chenery and Moises Syrguin for the World Bank. 4 In this
study, the authors reviewed data from 101 countries for thirty variables repre­
senting development processes. The data base contained over 20,000 obser­
vations. 

The 	 equation, which they estimated, related the present level of urbanization
(the 	 percent of the total population residing in urban areas) to GNP per capita
and total population size. Their estimates showed that the level of GNP per
capita was a powerful explainer of urbanization. Table 2A-1 shows some sample
calculations from their report for a country of 10 million at various levels of 
GNP per capita (in 1964 US$s). 

More recently, the relationship between urbanization and GNP per capita for all
low- and middle-income countries was estimated for a report prepared for PRE/H,

6"African Urban Indicators". This report utilized data from the World Bank
"World Development Report, 1982" to make separate estimates for small (less
than 10 million people) and large (more than 10 million people) low- and middle­
income countries. Table 2A-2 shows sample calculations for a small and a large 
country using the equations estimated for "African Urban Indicators. 7 

4 Hollis Chenery and Moises Syrguin, Patterns of Development: 1959-70,
 
Oxford University Press, 1975.
 

5 The 	 estimated equation was: 
Percent Urban = 1.154 + .365 (In GNP/capita)-.016 (In GNP/capita) 2 
+ .019 (In total population) - .002 (In total population) 2 

R2The was .666 and the standard error of the estimate .127. 

6"African Urban Indicators," prepared by PADCO, Inc., in association
 
with Garn Research for PRE/H, December 1982.
 

7 The 	 equations ware:
 
(Small Country) Percent Urban = -. 89894 + .19218 
 In (GNP per capita) 
(Large Country) Percent Urban -. 89048 + .18653 In (GNP per capita)
The respective R21 s were .665 and .662. 
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TABLE 2A-1 

URBANIZATION AND GNP/CAPITA 
(1964 U.S.$s) 

GNP/Capita 

Under 100 200 400 800 1000 

Percent Urban 12.8 36.2 49.0 60.1 63.4 

TABLE 2A-2 

URBANIZATION AND GNP/CAPITA 
(1980 U.S.$s) 

GNP/Capita 

Percent Urban 
(Small Country) 

300 

19.7 

500 

29.5 

1,000 

42.9 

2,000 

56.2 

4,000 

69.5 

Percent Urban 
(Large Country) 17.3 26.9 39.8 52.7 65.7 
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ANNEX 2B 

URBANIZATION PATTERN DEVIATIONS 

Tables 2B-1 and 2B-2 present a listing of countries that shows the amount and degree
of deviation from the general pattern for all low- and middle-income countries for
which the relevant data is available. A more detailed typology is shown in Section IX 
and Annex 3A. 
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TABLE 28.1
 

CURRENT AND PROJECTED URBANIZATION
 
ABSOLUTE /AID RELATIVE DEVIATION FROM GENERAL PATTERN
 

(Large Countries)
 

Actuall Predicted2 Difference 4 Relative Projected 6 
 Predicted7 Difrerence 8 Relative
1980 1980 
 Difference 5 
 2000 2000 
 Difrerence 9
 

Bangladesh 
 11 1.7 9.3 
 5.47 24.3
Ethopia 1.7 22.6 13.29
14 3.1 10.9 3.52 23.1
Nepal 1.9 
8.3 14.8 1.78
5 3.1 
 0.61 
 8.6 3.9 4.7
Burma 1.21
27 
 6.8 20.2 2.97 39.6
Zaire 34 11.2 28.4 2.54
11.6 22.4 
 1.91 75.8 12.3
Mozambique 9 -3.4 

63.5 5.16
12.4 -0.27 24.4 12.0
Sri Lanka 27 '9.4 1.03
15.4 11.6 
 0.75 38.3 24.2 14.1
Tanzania 0.58
12 16.1 -4.1 
 -0.25 33.1 
 23.1 10.0
Pakistan 0.43
28 17.3 10.7 
 0.62 39.9
Uganda 9 
27.6 12.2 0.44
17.3 -8.3 
 -0.48 
 9.2 14.7 -5.5
Sudan -0.37
25 23.2 1.8 
 0.08 54.2 
 22.4 31.8
Chana 1.42
36 23.6 12.4 
 0.53 49.5 
 19.9 29.6
Kenya 14 1.49
27.6 -13.6 -0.49 
 23.0 37.5
Indonesia -14.5 -0.39
20 24.1 -4.1 
 -0.17 29.7 38.7
Egypt -8.9 -0.23
45 29.6 15.4 
 0.52 51.9 
 42.1
Thailand 9.7 0.23
14 32.3 -18.3 
 -0.57


Philippines 18.9 49.5 -30.6 -0.62
36 32.9 3.1 
 0.09 46.5 43.2
Morocco 3.3 0.08
41 37.8 

Oeru 

3.2 0.08 56.6 47.0 9.5
67 38.4 0.20
28.6 0.74 98.3 
 42.5 55.8
rigeria 1.31
20 40.0 -20.0 -0.50 
 25.1 60.0 
 -29.8
Colombia -0.50
70 42.9 27.1 
 0.63 
 3/ 53.9
Turkey 47 0.0 
3/ n/a
47.0 
 0.00 76.0 
 60.2 15.8
Korea 0.26
55 47.6 7.4 
 0.16 3/
Malaysia 72.9 3/ n/a
29 48.8 -19.8 -0.41 36.7
Algeria 64.5 -27.8 -0.43
44 51.5 -7.5 
 -0.15 74.1 63.2
Brazil 10.9 0.17
68 53.2 14.8 
 0.28 31 71.7 _3/
Mexico n/a
67 53.6 13.4 0.25 94.4 
 63.1 
 31.3
Chile 0.50
80 54.1 25.9 
 0.48 93.3 60.0
South Africa 50 33.3 0.56
55.3 -5.3 
 -0.10 51.9 63.8
Rumania -11.9 -0.19
50 55.7 -5.7 
 -0.10 78.6 86.4
Argentina -7.8 -0.09
82 56.1 25.9 
 0.46


Yugoslavia 42 
_3 64.2 3/ n/a57.0 -15.8 
 -0.27 63.8
Iraq 77.4 -13.6 -0.18
72 60.4 11.6 
 3/ 79.7
Venezuela 83 

0.19 3/ n/a63.8 19.2 
 0.30 
 ../ 73.4 3/ n/a
 

See "Notes to Tables," p.72.
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TABLE 28.2 

CURRENT AND PROJECTED URBANIZATION 
ABSOLUTE AND RELATIVE DEVIATION FROM GENERAL PATTERN 

(Small Countries) 

Actual1 

1980 
Predicted 2 

1980 
Difference4 Relative 

Difrerence5 
Projected6 

2000 
Predicted7 

2000 
Dirferencee Relative 

Difterence 9 

Mall 20 
Burundi 2 
Rwanda 4 
Upper Volta 10 
Malawi 10 
Haiti 28 
Sierra Leone 22 
Guinea 19 
Cen.Arrican Rep. 41 
Benin 14 
Niger 13 
Madagascar 18 
logo 20 
Lesotho 12 
Yemen PDR 37 
Yemen AR 10 
Mauritania 23 
Senegal 25 
Angola 21 
Liberia 33 
Honduras 36 
Zambia 43 
Bolivia 33 
Zimbabwe 23 
El Salvador 41 
Cameroon 35 
Nicaragua 53 
Papua 18 
Congo 45 
Jamaica 41 
Guatemala 39 
Ivory Coast 40 

11 
12 
12 
13 

15 
18 
18 
19 
20 
20 
22 
23 

26 
26 
26 
27 
27 
28 
28 
31 
32 
32 
32 
34 
35 
35 
37 
38 
41 
4 
44 
46 

9 
-10 

-8 
-3 

-5 
10 

4 
0 

21 
-6 
-9 
-5 

-6 
-14 
11 

-17 
-4 
-3 
-7 
2 
4 

11 
1 

-11 
6 
0 

16 
-20 
4 
-3 
-5 
-6 

0.82 
-0.83 
-0.67 
-0.23 

-0.33 
0.56 
0.22 
0.00 
1.05 

-0.30 
-0.41 
-0.22 

-0.23 
-0.54 
0.42 

-0.63 
-0.15 
-0.11 
-0.33 
0.06 
0.13 
0.34 
0.03 

-0.32 
0.17 
0.00 
0.43 

-0.53 
0.10 

-0.07 
-0.11 
-0.13 

32 
2 
7 

19 

20 
52 
30 
37 
60 
16 
26 
23 

37 
3/ 

49 
31 
58 
28 
38 
48 
56 
83 
46 
35 
44 
89 
69 
53 
58 
49 
51 

3/ 

16 
21 
18 
13 

26 
20 
18i 
20 
23 
22 
15 
21 

37 
49 
70 
44 
33 
26 
19 
36 
36 
32 
40 
37 
41 
45 
41 
49 
44 
46 
55 
55 

16 
-19 
-11 
6 

-6 
32 

17 
37 
-6 
11 
2 

0 
3/ 

-21 
-13 

25 
2 

19 
12 
20 
51 

6 
-2 
3 

44 
28 

4 
14 
3 
-4 

3/ 

1.00 
-0.90 
-0.61 
0.46 

-0.23 
1.60 
0.40 
0.85 
1.61 

-0.27 
0.73 
0.10 

0.00 
n/a 

-0.30 
-0.30 
0.76 
0.08 
1.00 
0.33 
0.56 
1.59 
0.15 

-0.05 
0.07 
0.98 
0.68 
0.08 
0.32 
0.07 

-0.07 

n/a 

See "Notes to Tables," p.72.
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TABLE 28-2 (continued)
 

Actual1 PredicteZ Difference4 Relative 
 Projected6 Predicted7
1980 DifferenceB
1980 Rolativw
DifferenceS 
 2000 
 2000 
 Diffe:mncO9 

Dominican Rep. 
 51 
 5Ecuador 
46 0.11 88 5945 29
47 -2 0.49
-0.04
Paraguay 59
39 48 -9 

64 -5 -0.08-0.19
Tunisia 53 
 60
52 -7
48 4 -0.12
0.08
Syria 72 66
50 6
48 2 0.090.04
Jordan 56 76 62
50 14
6 0.23
0.12
Costa Rica 75
43 71
53 -10 4 0.06
-0.19
Panama 60 66
54 53 1 0.02 
-6 -0.09 

Portugal 66 66
31 059 -28 0.00
-0.47
Uruguay 49 78
84 -29
63 21 -0.37
 
Hong Kong 0.33 69
90 6871 1 0.010.27
Trinidad 21 71 

19 _3/ 96 3/-50 -0.70 n/a
Creece 83 -66i762 
 71 
 -0.13
Singapore -9 90 93100 -3
71 29 -0.30
0.41
Israel 89 72 1 99 9
17 0.09
0.24 
 3_/ 86 3/ n/a 

NOTES TO TABLE 28-1 and 28-2
 
'Percent urban in 1980 
 as reported in World Deveopment Report, 1982
2 Percent urban predicted from 
 equation for relationship between percent urban and CNP per capita
3 Continuation of past urban growth rates to 2000 would not be possible mince projected percent urban would exceed100 percent
 

4 The column Is the difrference between actual 1980 and predicted 1980
5The column is the difference divided by the 
 predicted percent urban. Thus it shows percent over-
urbanized relative to 
or under­

the norm 
6 The column is percent urban in 2000, If current ratio of urban population growth continues to 20007 The column is percent urban in 2000, if projected on the basis of continued current rates of growth in GNP percapita
 
8The column Is projected 2000 minus the predicted 2000
9The column Is the difference shown in the previous column divided by the predicted 2000. over- or under-urbanized relative to 

Thus it shows percent
the norm 
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ANNEX 2C
 

THE TRANSFORMATION OF OUTPUT AND EMPLOYMENT 

CNP/Capita 

(1964 SU.S.) 

Under 100 
 200 400 800 
 1000
 

Percent Urban: 
 12.8 36.2 49.0 
 60.1 63.4
 

Shares of Output:
 
m. Primary 52.2 32.7 
 22.8 15.6 13.8

b. Industry 12.5 21.5 
 27.6 33.1 
 34.7
 
c. Services and
 

Utilities 35.3 45.7 
 49.6 51.4 
 51.5
 

Shares of Employment:
 
a. Primary 71.2 
 55.7 43.8 
 30.0 25.2

b. Industry 
 7.8 16.4 23.5 
 30.3 32.5
 
c. Services 
 21.0 27.4 32.7 
 39.6 42.3
 

Sources 
 Chenery and Syrguin, p2.cit., pp.20-21 

These patterns are based on projected values estimated by Chenery and Syrguin.
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ANNEX 2D
 

BENEFITS AND COSTS OF URBANIZATION 

Johannes Linn recently reviewed information on urbanization costs related tothese contentions that for providingcosts equivalent benefits are far greater foran urban than for a rural population and that the costs of urbanization exceedthe benefits. 8 On the first point, he concludes that it is generally true thatper capita public expenditures tend to be higher in urban areas than in ruralareas and in larger cities than in smaller oaes. He correctly emphasizes,however, that a considerable part of the explanation for this is that incomes arehigher in urban than rural areas and in larger cities rf tatie to smaller ones; thusthere is a higher level of demand for urban services than for rural services. He
concludes that: 

"...the demand for public services and the politically deter­
mined investment decisions are such as to result in higher
average per capita service levels for most public services inlarger compared with smaller settlements. I"is predominately
for this reason, rather tI.-n because of higher unit costs,
that per capita public expenditures in urban areas tend to behigher than in rural areas and that they tend to be higher in
large than in small urban areas." 9 

Linn argues that the evidence of economies of scale in provision of public ser­vices (which would lead to lower unit costs in urban areas) is inconclusive. Therecently completed National Urban Policy Study for Egypt1 0 , however, providedsupport for lower unit costs for provision of water, sewerage, transportaticn andelectrical power as a function of urban density. Cost wereequations estimatedfrom data on recent development projects in each of the above sectors andshowed declining unit costs as densities increased. Although the correlation isnot perfect, higher densities tended to be related city size.to 

Thus, although the evidence is mixed, cost grounds alone do not provide a basisfor attempting to slow down the rate of urbanization - even though fiscalrequirements are high. Linn stated it this way: 

8 See Johannes F. Linn, "The Costs of Urbanization in Developing
Countries," Economic Development and Cultural Change, Vol. 30, No. 3,
April 1982, pp.625-48. 

9 Linn, Ibid, p.646. 

10See "Final Report," National Urban Policy Study on Egypt, PADCO, Inc., 
USAID Contract No. 263-0042, 1982. 
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"In sum, industrialization, population growth and increases in 
per capita income, all of which tend to be concentrated in 
urban areas, impose a rapidly growing fiscal burden on 
governments in developing countries. However, there littleis 
reason to suspect that slowing down the urbanization process 
per se will reduce the burden unless it is accomptznied by
reduced rates of industrialization or reduced population and
income growth... The claim that rapid urbanization is the 
primary cause of international indebtedness of developing 
countries is inaccurate and misleading.11 

These comments, as well as the previous discussion of links between urbaniza­
tion, income growth, and transformation of output an6 employment toward more
 
urban-oriented activities that are to
suggest there likely be substantial economic
 
benefits associated with urbanization that compensate and may exceed the
 
increased cost.
 

In fact, there is substantial empirical support for this view. The strong positive
relationship between urbanization and GNP per capita cited earlier provide such
 
support. Koichi Mera has shown that available empirical evidence for 46 deve­
loping countries supports the idea of economic gain being associated with urban
 
growth and primary city growth. 12
 

Harry Richardson points out that: 

"The economic advantages of primate cities in developing
countries are considerable: higher returns to investment than 
at alternative locations, economies of concentration in urban 
service provision in capital-poor economies; transportation
advantages, communication economies, the dominant source of
innovation and managerial expertise and the diffusion center 
for developmental impulses and for economic, technical and
social change. The finding that in a study of 46 countries 
there was a strong positive association between aggregate
growth performance and increasing primacy deserves emphasis.
The economic and social benefits of large relative to small 
cities (e.g., a wider range of job opportunities including
employment for secondary workers in the 'informal' service 
sector, better health and education facilities) appear stronger
in developing than in the developed countries.' r 

The analysis by Koichi Mera, referred to above, has been extended in latera study 

1 ILinn, op.cit., p.647 

1 2 Koichi Mera, "On Urban Agglomeration and Economic Efficiency," Economic
 
Development and Change, No. 21, 1973.
 

13Harry W. Richardson, "City Size and National Spatial Strategies in
 
Developing Countries," World Bank Working Paper, No. 252, April 1977,
 
pp.12-14.
 

http:misleading.11
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by this same author, in which he found that, within the system of urban places, there 
is a strong tendency for both output and income Lo be positively correlated with city 
size. 14 

The most comprehensive effort to date to measure urban development costs (for
invc:stment in employment, shelter, urban community, and both intra-and inter-urban 
infrastructure) and benefits for a developing country was undertaken in the National 
Urban Policy Study for Egypt. 1 5 In this study, a recommended strategy was compared
with six alternative spatial and sectoral strategies for urban population. A strategy 
of locating investment primarily in urban areas with the highest probability of 
generating employment most efficiently turned out to have the highest level of benefits 
and benefits net of costs. Of the tested alternatives, the most beneficial alternative 
located industrial ar.d service investment most heavily in places with establiohed 
industrial potential. The alternatives with the least benefits, and benefits net-of­
costs was a broadly-based strategy of decentralization to secondary cities and urban 
areas in relatively remote desert regions. The results are shown in Table 2D-1. 

The preferred strategy, in the example above, can be seen to have slightly lower 
benefits and net benefits than Alternative A. This is due to a choice of a feasible 
level of decentralizalon with careful attention to the magnitude of the expected loss 
of benefits associated with the choice. 

14 The general relationship which fits the empirical data from his and 
other studies is: 

Output (or income = a (popu!ation size of city)b. The parameter, 
"b", is greater than one and ra.nged from .04 to .20 depending upon
the definition of output or income used. See Koichi Mera, "City 
Size Distribution and Income Distribution in Space," Regional 
Science Journal, 1981. 

15PADCO, Inc., National Urban Policy Study for Egpt, p t. See espe­
cially the "Final IReport" and for a surmary of benefit/cost estimation, 
pp.25-51 in that report. 
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TABLE 2D-1 

SUIMARY OF NUPS BENEFIT/C9ST ANALYSIS 

Inter-Uirban Annual Annual Average Not 
Average Not Benefits Benefits w/Inter-Urban 

4? apt Infrastructure Included 
a -2000)(1985-2000) 

As PecentAu Percnt 
Settlement Alternative Total of Preferred Total of Preferred(L.E.) M, (L.F.) MZ
 

Preferred Strategy 635 100 521 100
 

Alternative A (concentration
in places with econolc 
growth potential) 643 101 540 104 

Alternative C (decentraliza­
tion to multiple growth
nodes and remote are-") 423 67 241 56 
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ANNEX 3A 

COUNTRIES SELECTED FOR PRIORITY ATTENTION 

Table 3A-1 shows a priority listing of countries classified as low-income (GNP per
capita less than $420) by the World Bank in 1982, according to increases in urban 
population relative to total population growth. 

Tables IA-2 and 3A-3 show a sample of a cross-classification for countries served by
AID's African Bureau. Table 3A-2 shows three categories: countries currently less 
urbanized than expected from their level of economic development, those already more 
urbanized than expected, and those with about the expected level. Countries in the 
first category should expect increasing urbanization and begin now to make the 
requisite planning and program choices to meet these requirements. Countries in the 
second category are already more urbanized than can be readily financed from their 
own resources and are likely to have immediate need for external assistance. 
Countries in the third category are likely to have the potential for coping with urba­
nization, but may be in need of assistance in managing urban areas and choosing
appropriate investment allocations by urban location and sector. 

Table 3A-3 shows three categories of countries ranked by the anticipated degree of 
difficulty in providing urban resources in the future. These rankings are based upon
the difference betwe.n their growth in GNP per capita and their growth in urban 
population. Table 3A-4 summarizes the priority information from both sets of criteria 
and suggests a combined priority ranking in each of the three categories of countries. 

Tables 3A-5, 3A-6 and 3A-7 establish priorities (based upon ecmparison of the need 
for urban assistance with the resource capacity to meet such a need) for a sample of 
countries served by USAID's Near East Bureau. Data for these countries have been 
developed in "Near East Bureau Countries: Current and Projected Urbanization and 
Associated Indicators" prepared by PADCO for PRE/H, and have been used as a basis 
for Tables 3A-5, 3A-6 and 3A-7. 
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TABLE 3A-1 

GROWTH RATES AND RATIOS OF URBAN TO TOTAL POPULATION GROWTH RATES
 
FOR LOW-INCOME COUNTRIES 

Growth Growth Growth Growth 
Rate of Rate or 
 Rate or Rate of 
60-70 
 60-70 
 70-80 
 70-80
Country 
 Population Urbanization 
Ratio 
 Population Urbanization 
Ratio
 

Upper Volta 2.0 
 5.7 2.85 1.8 
 5.9 3.28
Chad 
 1.8 
 6.7 3.72 2.0 
 6.5 3.25
Laon PDR 2.6 
 3.5 1.35 1.8 
 5.2 2.89
Haiti 
 1.5 
 4.0 2.67 1.7 
 4.9 2.88
Ethiopia 
 2.4 
 6.5 2.71 
 2.0 
 5.4 2.70
Togo 
 2.7 
 5.6 2.07 2.5 
 6.7 2.68
Zaire 
 2.0 5.2 2.60 2.7 7.2 2.67Tanzania 
 2.7 
 6.3 2.33 3.4 
 8.7 2.56
Bangladesh 
 2.4 
 6.3 2.62 2.6 
 6.5
Niger 3.3 7.0 
2.50 

2.12 2.8 6.8 2.43'Aalvwi 2.8 
 6.6 2.36 2.9 
 7.0 2.41
Sudar, 2.1 
 6.7 3.19 
 3.0 
 7.1 2.37
Afohani tan 2.2 
 5.4 2.45 
 2.5 
 5.8 2.32
C.Afric3n R. 
 1.9 
 5.1 2.68 2.1 
 4.8 2.29
Sri Lan)ha 2.4 4.3 1.79 1.6 3.6 2.25Bhutan 
 1.8 
 4.0 2.22 2.0 
 4.4 2.20So ,olis 2.4 5.3 2.08 2.3 5.0 2.17Cuir,ea 2.8 6.2 2.21 2.9 6.1 2.10Mozambique 
 2.1 
 6.5 3.10 4.0 
 8.3 2.08
Mali 5.4 2.25 2.72.4 

5.6 2.07Nepal 1.8 4.2 2.33 2.5 4.9 1.96Rwanda 2.6 5.4 2.08 3.4 6.3 1.85Burma 2.3 4.0 1.70 2.4 4.2 1.75Madagascar 
 2.1 
 5.4 2.57 2.5 
 4.3 1.72
Sierre Leone 
 2.2 
 5.5 2.50 
 2.6 
 4.3 1.65
Benin 
 2.5 
 5.3 2.12 2.6 
 3.7 1.42
Pakistan 2.8 4.0 1.43 3.1 4.3 1.39
Uganda 
 2.9 
 7.1 2.45 
 2.6 
 3.4 1.31
Burundi 
 1.6 
 1.6 1.00 
 2.0 
 2.5 1.25
Vietnam 
 3.1 
 5.3 1.71 2.8 
 3.3 1.18
 

EAN 2.31 2.30 

Source: World Deve lopment Report, 1982, and PADCO calculations
 



TABLE 3A-2 

CLASSIFICATION OF AFRICAN BUREAU (ABC) COUNTRIES 

Countries Likely To Experience

Mounting Urbanization Pressurel 


Country Current Urbanization Level 

Nigeria 201 

Kenya 14 

Uganda 9 

Lesotho 12 

Zimbabwe 23 

Burundi 2 

Niger 13 

Rwanda 4 

Hozamblque 9 

Countries Which Already aveCountries
More Urbanization Than ExpectedZ The Level 

hch Hve Aout
of Urbanization Expected3 

Country Current Urbanization Level Country Current Urbanization Level 

Central Afr. Rep. 41% Cameroon 35Z 

Zaire 34 Guinea 19 

Zambia 43 Senegal 25 

Malil 20 Sudan 25 

Ghana 36 Upper Yelta 10 

Ethiopia 14 Mauritania 23 

Congo 45 Malawl 10 

Sierra Leone 22 Madagascar 18 

Liberia 33 Ivory Coast 40 

Benin 14 Togo 20 

Countries are ranked by the amount of difference between the actual 
and predicted levels of urbanization in 1980. These countries all have
 
substantially less urbanization than predicted.
 

2 Countries are ranked by the amount of difference between the actual 
and predicted levels of urbanization in 1980. These countries all have
 
more urbanization than predicted.
 

3 Countries 
are ranked by how close their actual and predicted levels of urbanization are in 1980. These countries all have urbanization rates

closer to predicted values than countries In the other two categories.
 

Source: PADCO calculations from data in World Development Report, 1982. 

Zn 
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TABLE .3 

COUNTRIES RANKED BY GREATEST TO LESS DIFFICULTY
 
PROVIDING DOMESTIC URBAN RESOURCES
 

Greatest Difficulty' Mid-Range Difficulty2 Les Difficulty3 

Lesotho Zambia Burundi 
Cameroon 
Zaire 
Mauritania 
Ivory Coast 
Sudan 
Central Africen Republic 
Ghana 
Niger 
Congo 

Tanzania 
Guinea 
Zimbabwe 
Upper Volta 
Liberia 
Mozambique 
Togo 
Madagascar 
Sierra Leone 

Nigeria 
Rwanda 
Malawi 
Kenya 
Benin 
Uganda 
Senegal 
Ethiopia 
Somalia 

Mali 

These countries have the greatest negative difference between their 1)60-80

growth in GNP per capita and the growth consistent with 60-80 growth in urban

population. These differences range from -15.1% for Lesotho to -4.8% for the 
Congo. 

2 	These countries have differences between their 1960-80 growth in GNP per
 
capita and the consistent rate of growth from -4.7% for Zambia to -2.3% for
 
Mali. 

4 	These countries have differences between their 1960-80 growth in GNP per

capita and the consistent rate from -2.0% for Ethiopia to, 5% for Burundi.
 

Source: PADCO
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TABLE 3A-5
 

COUNTRIES RANKED BY SEVERITY 
OF ADJUSTMENT PROBLEMS 

Chenae in Percent Urban I Chance in 
Average
Urban Population2 Social Indicatora 

Country 

Average 
Percentage 

Point 
Changes Country 

Ratio of Added 
Urban to Added 

Total 
Population Country 

Index of 
Adverea 
Social 

Condition.3 

Turkey
Yemen AR 
Tunisia 
Portugal 
Jordan 
Morocco 
Lebanon 
Egypt 
Israel 

24.55 
23.25 
23.10 
22.85 
20.20 
14.85 
13.10 
12.95 
11.00 

Portugal
Israel 
Turkey 
Lebanon 
Jordan 
Tunisia 
Egypt
Morocco 
Yemen AR 

2.45 
1.36 
1.21 
1.15 
1.11 
0.92 
0.83 
0.75 
0.74 

Yemen AR 
Morocco 
Jordan 
Tunisia 
Egypt 
Turkey 
Israel 
Portugal 

-1.69 
-0.761 
-0.030 
0.139 
0.222 
0.332 
0.353 
0.929 

These fiurev are the average of the two projected kUO0 urban percentages 
from Tab e 3" minus the 1980 urban percentage for the country. 

2 	 These figureg are the average of the two estimates of urban population growth 
from Table 3 divided by the projected total population growth. 

3 	These figures are the unweighted averages of the social indicators shown in
 
Annex C, Table L.2 .
 

From "Near East Bureau Countries: Current and Projected Urbanization and
 
Associated Indicators," prepared by PADCO for PRE/H.
 



TABLE 3A-6
 
COUNTRIES RANKED BY ADEQUACY OF ECONOMIC RESOURCES
 

1 2 Index of Ecogomic
Domestic Investment Levels' 

Country Number of Years Country 
Domestic Saving Levels2 

Number of Years 
Capacity

C aountry ndex 
Morocco 

Jordan 

Egypt 

Turkey 

Yemen AR 

Tunisia 

Israel 

Portugal 

Lebanon 

20.3 

16.2 

14.0 

13.1 

13.0 

12.6 

6.4 

3.2 

Data Unavailable 

Yemen AR 

Jordan 

Morocco 

Egypt 

Turkey 

Israel 

Tunisia 

Portugal 

Lebanon 

Indefinite/Negative Saving 

Indefinite/Negative Saving 

38.8 

27. I 

19.6 

17.6 

14.1 

7.3 

Data Unavailable 

Yemen AR 

Turkey 

Morocco 

Egypt 

Jordan 

Israel 

Tunisia 

Portugal 

Lebanon 

-0.469 

-0.263 

-0.164 

0.041 

0.181 

0.331 

0.409 

0.612 

Data Unavailable 

'These figures show how many years of investment at 1980 total domestic investment levels would be required atunit urban development costs, shown in Section I1*and Annex A*, to provide for the projected urban population only.
2These figures show how many years of investment at 1980 total domestic saving levels would be required to providefor the projected urban population only. 
3These figures are the unweighted average of the economic performance indices shown in Annex C, Table C-3*. 

*From "Near East Bureau Countries: Current and Projected Urbanization and Associated Indicators", prepared byPADCO for PRE/H. 

Go 



TABLE 3A-7
 

RELATIVE SEVERITY OF URBANIZA 1 ION
 
PROBLEMS IN NEB COUNTRIES
 

Country 

Urban 
Percent 
Change 

Urban/
Total 

Change 
Sociul 

Conditions 
Domestic 

Investment 
Domestic 
Savings 

Economic 
Capacity 

Average 
Rank 

Yemen AR 2 7 I 5 1-2 I 2.9 
Jordan 5 4 3 2 1-2 5 3. 
Turkey I 3 6 4 5 2 3.5 
Morocco 6 8 2 I 3 3 3.8 
Egypt 7 6 5 3 4 4 4.8 
Tunisia 3 5 4 6 7 7 5.3 
Israel 8 2 7 7 6 6 5.5 
Portugal 4 I 8 8 8 8 6.2 

IThe rankings in this table ore from I = most severe to 8 = least severe. Lebanon is unranked due to 
unavailable data, and also, because of the recent war damage to Beirut and other Lebanesesettlements. Rankings are taken from Tables 3A-5 and 3A-6 above. The average rank is the sum of
the ranks divided by six, i.e., an unweighted average. 
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ANNEX 4
 

EVOLUTION OF AID URBAN DEVELOPMENT POLICY 

The evolution of AID involvement in urban development activities and the development
of policy in this area will be traced through the review and comparison of a number 
of policy papers prepared during the last ten years: 

1. 	 Policy Determination Papers

PD-54-Guidance Statement on Urban Development, June 15, 1973
 
PD-55-Shelter Program Objectives, October 22, 1974
 
PD-67-Urbanization and the Urban Poor, May 27, 1976
 

2. 	 Urban Development Policy Issues, written March/April 1983 

The papers concern somewhat different topics and present material in varied ways, but
there are sufficient similarities to permit a comparison of the perception of urban
problems and the conclusions and recommendation drawn from the perceptions. PD-54 
also outlines involvement with urban development during the earlier decades of the 
agency. 

A. 	URBAN DEVELOPMENT ACTIVITY PRIOR TO 1971 

Even though there was no urban policy, there was considerable urban-related activity 
on the part of the Agency as summarized in PD-54. 

"Urban and urban-related activities are not new to the 
Agency. An analysis of AID and predecessor agency involve­
ment in this field from FY49 through FY71 indicates 154 
technical assistance and 115 capital assistance grant and loan 
projects which addressed urban development in some form. In 
addition, there have been 640 capital assistance projects
whose effect on urban development is believ.1 to have been 
considerable. The nature of urban development in cutting 
across other sectors is such that many of the Agency's
investments in both capital and technical assistance impact on 
urban centers and influence urban development, either directly 
or indirectly." 

The expenditures for the 755 capital assistance projects represents 67.5 percent
of total expenditures for capital assistance by the agency between 1949 and
1971, while the expenditures for the 154 technical assistance projects represent
only 1.5 percent of total expenditures, indicating a strong preference for capital
assistance to resolve urban problems. It should also be noted that capital
assistance activities are often associated with the Housing Guarantee (HG) 
program. Since this program started and was strongest in Latin America, well 
over 50 percent of all urban-related funding was spent in this region. 
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Almost $4.5 billion has been dispersed through the urban-related projects so it 
was not an insignificant commitment during the early years. 

B. PERCEPTIONS OF URBAN PROBLEMS 

The rapid growth of urban areas in LDCs and some of the factors contributing to
this growth are explained in PD-54, which then concludes that the following 
facts must be recognized: 

"A large and growing proportion of LDC people are in urban 
areas. This situation often makes it easier to reach them 
effectively in pursuit of priority development goals such as 
employment, health, education, and family planning.
Urbanization is a major dimension of development, affecting
both rural and urban areas, that cannot be separated out or 
ignored by LDCs as they strive for better lives for their 
peoples. 

"The developing countries, AID, and other donors continue to 
make heavy investments in urban areas, without an adequate
knowledge base or analytical guidance on the effects of 
alternative investments and policies, in the urban context, on 
their array of development goals. These investments will rise 
rapidly, regardless of the involvement of AID capital 
assistance. 

"There may well be an increasing number of situations in 
which LDCs are particularly interested in AID assistance in 
urban contexts. LDCs correctly see the United States as 
having relevant technical talents." 

These perceptions of the importance of urbanization remain basically unchanged in 
later papers. PD-67 adds some additional data concerning the magnitude and the 
projected increases of the urban poor but accepts the evaluation of overall urban 
needs expressed in PD-54. 

The 1983 paper on Urban Development Policy Issues contains updated figures on 
urbanization in LDCs and gives the following reasons for reexamining AID's urban 
development policy: 

"Although world poverty remains concentrated in rural areas, 
such a characterization is not representative of all the 
countries in which AID works; 

"Urbanization is incressing at such a rapid paq(,, that by the 
year 2010 the majority of people living in LDCs will live in 
cities; 

"Despite our perception of ourselves as an Agency con­
centrating on rural development we already have i very
large, if somewhat mnbalaneed, urban portrfolio, 
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"Our focus on private enterprise development, economic policy
reform, institutional development, and technology transfer 
provides us with an opportunty to reexamine the linkages bet­
ween the development of rural areas and rural peoples and 
the 	growth of urban areas and urban peoples; and 

"Urban centers presently, and will continue to, consume vast 
amounts of country resources (the management of which can 
have substantial positive or negative effects on overall 
development) ." 

From this it is evident that the basic perceptions of the urban situation and its 
importaiice in the development process has not -hanged appreciably in the various 
urban policy statement3. 

C. 	 POLICY RECOMMENDATIONS 

While some elements of the urban policy have been consistent among the dif­
ferent papers, there are definite differences in emphasis and approach reflecting
particular overall agency policies. Areas of agreement are: 

0 	 Official recognition should be given to urban development as a part of 
the total development effort. This is a qualified recognition in PD-67 
since it indicates that the primary focus of AID's activities are to 
remai,, on rural areas and on the rural poor. 

* 	 Increased knowledge of urban development processes as well as the 
effect of implications of AID activities on the urban situation. 

* 	 HG loans are to be used as the principal mechanism for hour ing
assistance in LDCs. Technical and grant assistance could be providei in 
conjunction with HG loans where appropriate. 

* 	 The capacity of urban governments to plan and provide services should 
be strengthened. 

There has been a change in emphasis of activities between the earlier Policy
Determination Papers and the most recent policy issues papers. The earlier sta­
tements recommended activities of andthat consist research development with 
pilot projects or inter-regional service activities. PD-54 proposed that these 
activities be concentrated on: 

* 	 The awareness and understanding of decision makers; 

* 	 Improving the quantity, quality and accessability of information, and 

0 	 Expanding the skilled manpower in LD)Cs to guide urban development. 

In P)-67, tile recommended activities were in three areAl: 
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* 	 Problems and prospects for employment generation, 

* 	 Improved urban planning, and 

* 	 Impact of social welfare programs. 

The Urban Development Policy Issues paper recommends activities relating to "The
four emphases of the Agency: private enterprise development, policy reform,
institutional development, and technology transfer." Recommended programs
include: 

"Activities that improve the working of capital and labor 
markets; 

"Activities which strengthen the capability of u-ban govern­
ments to undertake necessary public functions such as land 
use planning, revenue collection and the provision of 
infrastructure; 

"Urban infrastructure; 

"Housing, particularly sites and services; 

"Activities to promote the growth of the non-farm private 
sector; 

"Reform of policies which lead to a misallocation of resources 
between urban and rural areas, or an inefficient allocation of 
urban public services; and 

"Activities which provide human capital services to urban 
populations on a fee-for-use basis." 

D. CONCLUSIONS 

1. 	 There has been an involvement by AID in urban-related activities since the
creation of 	 the agency even though there was no comprehensive u'ban
policy in early and, some inthe years in caoes, spite of pro-rural pollcy. 

2. 	 The perceptions of urban problems and the importance of recognizing uroan 
development as a part of the overall development process have remained 
basically unchanged over the last ten years. 

3. 	 Proposed approaches for involvement in urban areas have varied in details 
to reflect current agency policy but there are areas of agreement on types
of activities to be initiated. 

4. 	 An integrated and coordinated approach is required with both urban find
turall projects related to ench other and developed as part of n comprehen­
sive country strategy. 
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ANNEX 6 

ENVIRONMENTAL STATEMENT 

This project, which consists of technical assistance, training, and students, does 
not have an effect on the natural or physical environment. As per AID's 
Environmental Pro-dures, Section 216.2, C.2. (i), (iii), (v) , and (xiv), the 
project is not .ujeect to the procedures for the preparation of an Initial 
Environmental Examinatiun. 
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PROJECT AUTHORIZATION
 

Name of Country: Worldwide 

Name of Project: Urban Development Support Services 

Number of Proiect: 940-1002 

1. 	Pursuant to Section 106 of the Foreign Assistance Act of 1961, as amended,
I hereby authorize the Urban Development Support Services Project
involving planned obligations of not to exceed $11,070,000 in grant funds 
over a five-year period, subject to 
the 	availability of funds in
 
accordance with the A.I.D. OYB allotment process and the congressional
notification process to assist in financing the 	foreign exchange and local 
currency costs for the project. The planned life of the project is five
 
years from the date of initial obligation.
 

2. 
This project will provide financing to assist Missions, host country

governments and others to analyze urban issues and address urban 
problems. The project is co.,cerned with the long term reduction of urban 
poverty and will deal with the broader issues including urbanizaton as it
relates to national economic growth, the enhancement of opportunities for
urban-based private enterprise initiatives, national urban policic and 
systems, appropriate urban standards and selective use of capital
investment and the strengthening of urban institutions at the national and 
local levels.
 

3. 
Obligating documents under the Project, which may be negotiated and

executed by the officers to whom such authority is delegated in accordance 
with AI.D. Regulations and Delegations of Authority, shall be subject to
 
such terms and conditions as A.I.D. may deem appropriate. 

4. 	Except as provided herein or as A.I.D. may otherwise agree in writing,
commodities financed by A.I.D. under the Project shall have their source 
and 	origin in the cooperating country or 
in the United States. Except for
 
ocean shippins, the suppliers of commodities or services shall ha~le the 
cooperating country or the United States as their place of nationality,
except as A.I.D. may otherwise agree in writing. Ocean shipping financed
by A.I.D. under the Project shall, except as A.I.D. may otherwise agree in 
writing, be financed only on flag vessels of the United States.
 

Elise R. d.u Pont 
Assistant Mministrator 
Bureau for Private Enterprise 


