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URBANIZATION AND ENVIRONMENT 
 

Economic linkage of Urbanization 

 Economic growth and urbanization are inextricably linked. Economic 

growth often implies the conversion of rural land to urban uses (residential, 

commercial and industrial) as regional economies transition from an agrarian-

based economy to an urban economy based on industry and services. This 

process occurs in urban areas of developing countries undergoing structural 

economic changes as well as in exurban (or peri-urban) regions of developed 

countries that are impacted by economic growth of proximate urban areas.  

 On a global scale, production and transportation technologies have had 

profound effects on urbanization. To the extent that these changes substitute 

for geographic proximity, they have vastly reduced the need for face-to-face 

communications and have greatly increased the mobility of goods, services, 

labor, technology and capital throughout the world. This marked increase in the 

pace of globalization has spurred rapid economic growth in many developing 

countries. Institutional changes, including the transition of socialist regimes to 

more market-based economies, have also fostered rapid economic development 

in these countries.  

 The general rule of global urbanization states that urbanization levels 

between 30% and 70% are considered to indicate accelerated development 

(Northam, 1975). During such periods, the required support of money, 

resources and population transfer may greatly reduce the environmental 

carrying capacity and lead directly to tremendous pressure on the urban 

environment (Wang et al., 2008; Chen, 2007). India is currently undergoing 

urbanization that is classified as accelerated development. Accordingly, it is 

essential to develop methods of enabling rapid development in a sustainable 

manner, while maintaining a high quality of life through coordination of 

urbanization and the environmental management. The year 2010 marked a 

milestone in urbanization as this was the year that world urbanization passed 

50%. While urbanization in developed countries continues to increase, 
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developing countries are expected to experience the greatest increase in 

urbanization. The economy of developing countries in the world have 

undergone rapid and continuous expansion. Over the past three decades of 

rapid economic growth, India and China have witnessed fast-paced urban 

development (Lu et al., 2011; Wang et al., 2013 a, b), and its gradual transition 

toward an urbanization-oriented development strategy has generated a 

spectacular level of urbanization. 

 Globalization has spurred urban economies in developed countries to 

become increasingly service-based with an emphasis on knowledge creation. 

Former urban industrial centers as well as rural manufacturing-based 

economies have faced tough transitions as transnational corporations have 

relocated production and capital investments to developing countries. Some 

rural areas have established themselves as recreation-based, amenity-rich 

economies in which high value environmental amenities serve as an attractor of 

new population growth and economic development (e.g., Shumway and 

Otterstron, 2001). Examples in the U.S. include Taos, New Mexico and Aspen, 

Colorado. Given their emphasis on maintaining high valued environmental 

amenities, the resulting urbanization of these areas presents a challenge for 

sustainable economic development.  

 Although increased globalization has clearly had very different effects on 

urbanization patterns in developed vs. developing countries, the regional 

effects of some of the main underlying factors (advances in 

telecommunications, transportation and production technologies) are similar. In 

both developed and developing countries, there is much evidence to suggest 

that substantial decentralization of urban areas has occurred (Mieszkowski and 

Mills, 1993; Irwin and Bockstael, 2004). The benefits of agglomeration have 

been substantially eroded by information technologies that provide a substitute 

for face-to-face interactions and by transportation networks that make outlying 

areas easily accessible. Such changes have also fostered economies of scale in 

production and distribution networks, which favor large facilities that consume 

large tracts of land. All of these factors have resulted in a deconcentration of 

firms away from the central city. Households have also taken advantage of 
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lower transportation costs by moving outward and consuming more land in 

outer suburban and exurban areas. In addition, urban ills (such as declining 

schools and public services and rising crime rates) have pushed higher-income 

households away from central cities into more homogeneous outer suburban 

and exurban locales, resulting in increased economic segregation and higher 

rates of per capita urban land consumption. In the U.S., the system of local 

public financing, which is based on local property taxes, has greatly 

exacerbated this pattern of household sorting and suburbanization (Brueckner, 

2000).  

 While urbanization is very often the result of economic growth, it also 

occurs in the absence of economic growth. For example, many metropolitan 

areas of the U.S. are still urbanizing land despite little or no population growth 

in recent decades (Fulton, et al. 2001). This is largely the result of the same 

urban deconcentration forces discussed above, many of which can occur 

independent of regional economic growth. In the developing world context, 

some scholars have suggested that sub-Saharan Africa is a country in which 

urbanization has occurred to a large extent independent of economic 

development. For example, some evidence indicates that urbanization in sub-

Saharan African cities occurs largely in peri-urban regions, is mainly 

residential rather than production-based and is driven by domestic investment 

and migrant’s remittances (Briggs and Yeboah, 2001).  

 It is interesting to note the common urbanization trends that have been 

documented in many developed and developing countries, including urban 

deconcentration, peri-urban development and the emergence of a polycentric 

urban spatial structure. Of course, these processes are also differentiated by 

their institutional settings and a myriad of policies that cause urbanization 

patterns to differ from country to country and region to region. Nonetheless, it 

is clear that the same underlying forces that have accelerated the pace of 

globalization (in particular, information technologies and transportation 

changes) are also contributing to fundamental changes in urban spatial 

structure at regional levels within many countries, both developed and 

developing. In addition, some similarities among household location decisions 
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are apparent: as incomes rise, households often move outward to escape 

congested urban areas and to consume larger tracts of land. There is some 

evidence to suggest that these processes have led to increased economic 

segregation within metropolitan areas in both developed and developing 

countries while simultaneously leading to a greater integration of urban and 

rural areas.  

 These new forms of urban spatial structure that are typified by lower 

densities, polycentric cities and, in some cases, ―leapfrog‖ patterns of 

development have substantial impacts on local public finances, environmental 

goods and social structures. Studies from the U.S. on the ―costs of sprawl‖ 

provide evidence that the public service costs associated with current sprawl 

patterns of development vs. more compact development patterns are 

substantially more (e.g., up to 250% of the costs associated with more compact 

forms). In addition to higher rates of natural and rural land conversion, low 

density, non-contiguous development patterns can erode local economies of 

scale in rural economic activities, e.g., agriculture, and have negative impacts 

on many (although not all) wildlife habitats. Counterarguments in support of 

sprawl point out that lower density development promotes more affordable 

housing and that low density, polycentric urban structures have allowed for the 

growth of urban areas without significant increases in commuting times.  

 It is interesting to note that urbanization patterns also influence economic 

growth. While a variety of factors influence economic growth, a commonly 

held view is that it results from productivity gains due to technological 

innovations and investments in human capital. Endogenous growth theory 

(e.g., Romer, 1986; Lucas, 1988) argues that the accumulation of knowledge is 

the key determinant of economic growth and that knowledge spillover, e.g., in 

the form of information exchange among firms, create positive externalities 

that generate growth among all firms. Because such spillovers (or more 

generally, agglomeration economies) are often a function of spatial proximity, 

the geographic distribution of firms influences economic growth. Likewise, 

negative spillovers from urbanization, including congestion and high land 
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rents, may deter firms from locating in larger cities and thus have a dampening 

effect on economic growth in these places.  

 Massive inflows of capital and foreign direct investment (FDI) have 

transformed urban and rural areas in many developing countries. For example, 

FDI in the Pearl River Delta region of China has resulted in the transformation 

of a rural-based economy into an industry-based export economy that is 

characterized by labor-intensive production processes that consume large tracts 

of land and that have spurred substantial rural-urban migration. Spatially, this 

production has favored smaller urban places and their proximate rural regions 

and thus the predominant growth pattern has been a more equal level of 

urbanization across the region coupled with a declining importance of the 

primate regional city (Sit and Yang, 1997). Other determinants of growth in 

peri-urban areas of China include the rising incomes of a growing class of 

suburban professionals that seek to escape urban congestion as well as the 

economic reforms that have allowed rural residents to be more responsive to 

market forces when making land use decisions (Leaf, 2002). The extension of 

cities into larger exurban regions has been documented in other parts of Asia as 

well (e.g., McGee and Robinson, 1995). The trend in the growth of smaller 

urban centers and the emergence of a polycentric urban structure is typical of 

urbanization patterns in many Latin American regions (Gilbert, 1993). Other 

empirical evidence of globalization effects on urbanization include the 

increasing economic segregation among households (e.g., Calderia, 2000 in 

Sao Paulo, Brazil) and the increasing spatial differentiation of land uses (e.g., 

Leaf, 2002 in peri-urban areas of China and Vietnam).  

Environmental impact of Urbanization 

 The United Nations Population Division (2007) predicts that in the year 

2020, urbanization in the less developed regions of the world will pass 50%. 

Furthermore, it is expected that urbanization in the less developed regions of 

the world will more than triple, from 18% in 1950 to 67% in 2050. Changes in 

urbanization can affect economic growth, energy use and carbon dioxide 

emissions (CO2). If urbanization has a significant impact on carbon dioxide 

emissions then this will have implications for sustainable development and 
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climate change policies. If urbanization is found to have a positive and 

statistically significant impact on CO2 emissions then this can affect 

forecasting models and climate change policy. Forecasting models of CO2 

emissions that fail to take into account the impact of urbanization on CO2 

emissions will under forecast carbon dioxide emissions. Energy and 

environmental policies that omit the impact of urbanization on CO2 emissions 

will likely lead to inaccurate outcomes making sustainable development 

objectives more difficult to achieve. If urbanization is found to have a negative 

and statistically significant impact on CO2 emissions then this will make 

sustainable development objectives easier to achieve.  

 The theories of ecological modernization and urban environmental 

transition both recognize that urbanization can have positive and negative 

impacts on the natural environment with the net effect being hard to determine 

a priori. If urbanization is found to have a statistically insignificant impact on 

CO2 emissions then urbanization will have no meaningful impact on CO2 

emissions. This is consistent with the positive and negative effects of 

urbanization on CO2 emissions canceling each other out.  

Urban air pollution, traffic safety and emerging infections of concern  

 In the modern urban environment, air pollution from motor vehicles, 

industry, power stations and homes is a growing concern and low-income 

population groups face the greatest exposures in many cities (Kjellstrom et al., 

2006a, 2007; WHO, 2005c). Clean air legislation has greatly reduced much of 

this urban problem over the past 50 years in developed countries. However, 

vehicle-related emissions have created new air pollution problems. 

Epidemiological studies in hundreds of cities around the world, both in 

developed and developing countries, have documented increased morbidity and 

mortality from motor vehicle and other air pollution, even at exposure levels 

that used to be considered safe (Pope & Dockery, 2006; Kjellstrom et al., 

2006b).    
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Health threats at work  

Uncontrolled workplace health hazards common in low-income settings  

 Urbanization is generally associated with poor working conditions in a 

large informal sector, cottage industries, child workers and sex workers 

(WHO/Employment Conditions Knowledge Network, 2007). Deprived urban 

areas and informal settlements are often a mixture of living places and 

workplaces. These workplaces often create health hazards due to the use of 

toxic products, injury risks, noise and traffic generation (Figure 1). Both 

occupational hazards and environmental pollution develop in ―cottage 

industries‖ and key problems are the lack of adequate zoning, town planning 

and location of industrial activities (Yassi et al., 2001). The outsourcing of 

parts of production processes from larger industries contributes to uncontrolled 

cottage industry development.    

Figure 1: Flowchart displaying the Urbanization, Environment and 

Human Health nexus 

 

Lack of water and sanitation:  a major health threat for urban poor  

 The WHO report Water for Life (WHO & UNICEF, 2005) describes the 

dire situation for poor people without access to water. Diarrhoeal diseases, 
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worm infections and other infectious diseases spread via contaminated water 

and lack of water creates difficulties for families to carry out basic hygiene 

around the home. Almost half of the urban populations in Africa, Asia and 

Latin America are suffering from at least one disease attributable to the lack of 

safe water and adequate sanitation (Table 1) (WHO, 1999; UN-HABITAT, 

2003; Garau et al., 2005). In addition, lack of convenient access to drinking-

water means that many hours each day may be wasted on carrying water from 

distant sources. It is mainly women and girls that end up doing these chores. 

Proper sanitation is just as important for keeping infectious diseases at bay 

(WHO/UNICEF, 2005, WHO 2005b). Women and girls are again vulnerable 

as many of them, for reasons of culture and modesty, will not attend to their 

sanitary needs during daylight hours if they are required to use a communal 

latrine due to lack of household toilets.    

Table 1. Estimates of the proportion of people without adequate provision 

or water and sanitation in urban areas, 2000 

Region  

Water  Sanitation  

Number  

(millions)  

%  

(estimated) 

Number  

(millions)  

%  

(estimated)  

Africa  100–150  35–50  150–180  50-60  

Asia  500–700  35–50  600–800  45–60  

Latin America and 

the Caribbean  
80–120  20–30  100–150  25–40  

Source: UN-HABITAT, 2003  

 Associated with the health hazards of poor water supply and sanitation 

mentioned above, poor drainage in urban areas is an ongoing problem both in 

developed and developing countries. Large amounts of rain and storm water 

need to be diverted from residential areas, and flooding is a major risk if 

drainage is not carried out efficiently. High population density in urban areas 

also creates an increasing problem with regard to solid waste that needs to be 
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disposed of. In rural areas, much of the waste is reused as compost, or it is 

burnt or recycled to meet daily needs. In urban areas this is seldom possible 

and accumulation of waste attracts rodents and becomes a health hazard.  

The poor need cleaner household fuels  

 The WHO report Fuel for Life (Rehfuess, 2006) points out that more than 

three billion people, living in both rural and urban areas (Figure 2), depend on 

solid fuels including biomass (wood, dung and agricultural residues) and coal 

to meet their most basic energy needs: cooking, boiling water and heating. The 

inefficient burning of solid fuels on an open fire or traditional stove indoors 

creates a dangerous cocktail of hundreds of pollutants. These families are faced 

with a terrible dilemma: cook with solid fuels, or pass up a cooked meal. With 

increasing prosperity in some regions, cleaner, more efficient convenient fuels 

are gradually replacing traditional biomass fuels, coal and other less efficient 

and more polluting energy sources.   

Figure 2. Proportion of urban poor and rich using solid fuels in the 

household, 2003 

 

Source: Rehfuess, 2006. 
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Housing and shelter quality: strong health determinants  

 Sheuya et al., (2006) reviewed the health determinants in relation to 

housing and associated a number of health impacts with upstream social 

determinants, with reference to a chart of the risk factors found in unhealthy 

living conditions (Table 2). They are relevant both in developed and 

developing countries. The Canadian Institute for Health Information (CIHI, 

2004) showed the linkages and associations between housing quality and social 

determinants of health in the Canadian urban setting. The report showed strong 

causal relationships between ill-health and exposure to some of the following 

biological, chemical and physical agents: lead, asbestos and radon, house dust 

mites and cockroaches, temperature and lack of ventilation, among others.    

Table 2. Major risk factors of unhealthy living conditions  

Risk factor  Communicable diseases  
NCDs and injuries  

(incl. mental health issues)  

Defects in 

buildings  

Insect-vector diseases  

Rodent vector diseases  

Geohelminthiases  

Diseases due to animal 

faeces  

Diseases due to animal bites  

Overcrowding-related 

diseases  

Dust, damp and mould-

induced  

diseases Injuries  

Burns  

Neuroses  

Violence and delinquency   

Drug and alcohol abuse  

Defective water 

supplies  

Faecal-oral (waterborne and 

water-washed), non-faeco-

oral water-washed and 

water-related insect-vector 

diseases   

Heart disease Cancer  

Defective 

sanitation  

Faecal-oral diseases  

Taeniases and helminthiases  

Insect and rodent-vector 

Stomach cancer  
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Risk factor  Communicable diseases  
NCDs and injuries  

(incl. mental health issues)  

diseases 

Poor fuel and 

ventilation  

Acute respiratory infection  Perinatal defects  

Heart disease  

Chronic lung disease and 

cancer  

Burns  

Poisoning  

Poor refuse 

storage and 

collection  

Insect-vector diseases 

Rodent-vector diseases  

Injuries Burns  

Defective food 

storage and 

preparation  

Excreta-related diseases  

Zoonoses  

Diseases due to microbial 

toxins  

Cancer  

Poor location 

(near traffic, 

waste sites, 

industries, etc.)  

Airborne excreta-related  

diseases  

Enhanced infectious 

respiratory disease risk  

Chronic lung disease  

Heart disease, cancer  

Neurological/reproductive 

diseases 

Injuries  

Psychiatric organic disorders 

due to  

industrial chemicals  

Neuroses  

Adapted from WHO, 1997a  
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The poor often ending up living in unsafe locations  

 Major disasters have occurred because of co-location of industry and 

residential areas, including informal settlements or slum areas. The Bhopal 

(India) disaster is one of the more infamous examples (Dhara & Dhara, 2002) 

where 2000 people died and more than 200000 were poisoned. The risks 

caused by industrialization in the proximity of the urban poor are often further 

compounded by weak regulatory and pollution control measures and lax 

enforcement at national and municipal levels. This results in exposures to 

chemicals and biological agents that pollute the ambient air, as well as 

extremes of noise and temperatures and industrial pollution of land and water 

(Kirdar, 1997). For example, the Minamata disease caused by methyl mercury 

poisoning from eating shellfish and fish where the toxic chemical 

bioaccumulated, affected more than 2000 residents in Minamata town, Japan, 

and resulted in 1784 deaths and more than 10000 claims for financial 

compensation since 1956 (National Institute for Minamata Disease). China 

reported 142 chemical accidents, resulting in 229 deaths during the year 2005. 

In the biggest disaster yet, a spill of nitrobenzene and other chemicals into the 

Songhua River in 2006 forced Harbin, the biggest city in north-east China, to 

suspend drinking water supply to 3.8 million people for five days (Government 

of China, 2006).  

 Low-income families may live in buildings characterized by insubstantial 

and fire-prone materials, poor foundations and hazardous locations. The poor 

settle in marginal lands – often subject to flood, landslides or fire – for 

economic and political reasons (Campbell & Campbell, 2006). Adequate safe 

shelter is not available at a price they can afford.   

Urbanization in a global context: The world is becoming urban  

 Urbanization is a major public health challenge for the 21
st
 century, as 

urban populations are rapidly increasing, basic infrastructure is insufficient, 

and social and economic inequities in urban areas result in significant health 

inequalities (Vlahov et al., 2006). UNFPA predicts that almost all the world’s 

growth in population over the next 2–3 decades will be in urban areas in 
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developing countries (UNFPA, 2007). The population in these areas is 

expected to grow from 2 billion in 2000 to 3.9 billion in 2030 (UN, 2006), 

while the total world population may grow from 6 to 8 billion, with the most 

rapid pace of growth expected in Asia and Africa. While North America, Latin 

America and Europe are currently the most urbanized regions, the number of 

urban dwellers in the least urbanized region, Asia (1.8 billion), is already 

greater than that in North America, South America, Japan and Europe 

combined (1.3 billion)  

Urban growth will be highest in smaller cities  

 In 1975, only five cities worldwide had 10 million or more inhabitants, of 

which three were in developing countries. The number of megacities is likely 

to increase to 23 by 2015, with all but four of them being in developing 

countries. Also, by 2015 an estimated 564 cities around the world will contain 

one million or more residents, 425 of them being in developing countries, and 

urbanization in these cities is more rapid than in the largest cities (UNFPA, 

2007). Most megacities in the developing world have relatively slow 

population growth rates, including many that have more people moving out 

than moving in (Satterthwaite, 2007).    

Urbanization itself is a determinant of health  

 The agglomeration of people, other productive resources and societal 

infrastructures in urban areas are both a driving force behind economic 

development and a result of it (Tannerfeldt & Ljung, 2006). The world would 

not be at the point of technical and social development it is today without the 

―economic engines‖ that urban areas have been since the industrial revolution 

started in the late 18
th
 century. In this sense, urbanization, in a way similar to 

globalization, can be seen as a structural social determinant of health that can 

challenge the aspirations of equity due to the tendency for accumulation of 

wealth and power among the urban elite (Vlahov et al., 2006).   
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Slum formation with rapid urbanization  

Poverty leads to slum formation and ill-health  

 Many cities are affected by severe urban poverty, pervasive and largely 

unacknowledged. According to the 2003 Global Report on Human Settlements 

(UNHABITAT, 2003), 43% of the urban population in developing regions 

lives in slums. In the least developed countries, 78% of urban residents are 

slum dwellers. Many countries do not plan for and create healthy conditions 

during urbanization, and urban poverty remains largely unaddressed (Garau et 

al., 2005). In high income countries where 54 million people live in slums, 

these inequities tend to affect immigrants in particular, at least in Europe 

(Eurocities, 2006). The term ―slum‖ has been defined by UN-HABITAT 

(2003), but there are different interpretations of the word. It should be 

emphasized that the labelling of an area as a ―slum‖ in itself creates 

discrimination against the ―slum dwellers‖ (Garau et al., 2005), who most often 

have no political power and are disregarded in town planning and development 

decisions. However, the establishment of associations to create a collective 

voice for these deprived people is making a difference (Barten et al., 2006).     

The percentage of urban people living in slums varies regionally (among the 

most affected regions where such figures were supplied) between 25% in 

eastern Asia (including China) and 72% in sub-Saharan Africa (Figure 3).   
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Figure 3. Percentage of urban population living in slums, 2002 

 

Source: UN-HABITAT, 2003  

 It is often the fastest growing urban areas in developing regions that have 

high concentrations of slums and slum populations – Lagos or Accra. This is 

not always the case; some rapidly growing cities have had urban governments 

able to manage this growth and ensure that low-income groups do not have to 

live in slums. Singapore is an unusual city-state that successfully dealt with its 

slum conditions already in the 1970s (Ooi & Phua, 2006). Another nation that 

has managed to reduce the proportion of its urban population living in slums is 

Tunisia, through a combination of measures including slum and squatter 

upgrading and greatly increasing provision of infrastructure for housing on 

greenfield sites. The national upgrading programme in Thailand mentioned 

earlier is also reducing the proportion of the urban population living in slums.    

 Goal 7, Target 11 of the MDGs indicates the aim of: ―…by 2020, to have 

achieved a significant improvement in the lives of at least 100 million slum 

dwellers.‖ Other MDGs also deal with conditions of importance to health. 

However, failure to recognize the urban context of poverty and social 

determinants of health in urban settings may result in missing the MDG targets. 

If the MDGs are achieved, many slum dwellers would benefit, but even the 100 
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million target is modest considering the rapid growth of slums. Sub-Saharan 

Africa is the world’s most rapidly urbanizing region, and almost all this growth 

has been in slums. This is also the case in western Asia. The rapid expansion of 

urban areas in southern and eastern Asia is creating cities of unprecedented 

size and complexity with new challenges for providing decent living conditions 

for the poor. Northern Africa is the only developing region where the quality of 

urban life is improving by this measure: in this region, the proportion of city 

dwellers living in slums is decreasing by 0.15% annually. 

Urban Health 

A web of interlinking determinants  

 A conceptual framework for urban health was suggested by Vlahov et al. 

(2006) and was adapted for the report (Figure 4). The core concept is that the 

physical and social environments that define the urban context are shaped by 

multiple factors and multiple players at multiple levels (Ompad et al., 2006). 

Global trends, national and local governments, civil society, markets and the 

private sector all shape the context in which local factors operate. Thus, 

governance interventions in the urban setting must consider global, national 

and municipal determinants (left side) and should strive to influence both urban 

living and working conditions as well as intermediary factors that include 

social processes and health knowledge. Interventions can also work upwards to 

influence the key global, national, municipal and local drivers.   

Figure 4. A conceptual framework for urban health 

 

Source: Vlahov et al. (2006) 
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 This framework assumes that the urban environment in its broadest sense 

(physically, socially, economically and politically) affects all strata of 

residents, either directly or indirectly. The health sector has an important role 

to play in advocating for whole of government approaches to health, urban 

policy and planning, the promotion of healthy settings (including Healthy 

Cities and Community-Based Initiatives) and strengthening local government 

responses to emerging health needs.  

The economics of urban health development  

Investments in urban health can create major returns for the economy  

 The economic returns from improvements in health are estimated to be 

very large (Yusuf et al., 2006), and this may be of particular importance in 

urban settings. Whether it is an increase in life expectancy, health during early 

childhood, health during peak earning years or health in the twilight years, the 

benefits to individuals and to society are strongly positive and, according to 

some researchers, overshadow the gains from most other investments. For 

example, Murphy & Topel (2005) have calculated that between 1970 and 2000, 

the increase in longevity added $3.2 trillion annually to the national wealth of 

the United States.    

 In the report from the Commission on Macroeconomics and Health 

(WHO, 2001a) it was estimated that an investment in health services and 

specific treatments of $27 billion per year would save eight million lives or 330 

million disability-adjusted life years (DALYs). If each DALY saved would 

create an economic benefit of one year’s per capita income of $563, the global 

economic benefit of the saved life years would be $186 billion. Thus, the 

benefit/cost ratio can be calculated as 186/27=7; every billion dollars invested 

would give a $7 billion return each year in welfare value (Yusuf et al., 2006).  

Improvements in incomes in urban setting contribute to better health  

 It has also been argued that better incomes result in better health (Yusuf 

et al., 2006). Better health is one of several major objectives of policy-makers 

in developing economies and it is an objective that is closely intertwined with 

the increase in incomes (Deaton, 2004). While microeconomic evidence 

suggests that healthier people on average have higher incomes, equally 
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persuasive findings indicate that rising incomes lead through multiple channels 

to improved population health, including reductions in infant mortality, a lower 

incidence of morbidity, and increasing life expectancy. Good governance, 

supportive public health policies and financing of infrastructure are of crucial 

importance for this to happen.   

 The level of urbanization in relation to economic development has been 

analyzed by Satterthwaite (2007a). There is a great range of the proportion of 

urban people in relation to the whole population in different countries: from 

less than 10% in Burundi, Uganda and Trinidad and Tobago to 100% or close 

to it in Singapore, Hong Kong SAR, Kuwait and Belgium. Using the World 

Health Chart (Rosling et al., 2004), the trends of per capita GDP vs life 

expectancy (GDP/LE trends) were first compared and then over time for six 

countries with higher or lower degrees of urbanization. At similar levels of per 

capita GDP, the trends appeared very similar, and there was no strong 

relationship to urbanization level. However, no country with a per capita GDP 

higher than $10 000 has an urbanization level lower than 50% (Figure 5). More 

detailed analysis is needed to conclude whether urbanization level is 

independently associated with life expectancy or health equity after adjusting 

for GDP/person.  

Figure 5. The association between nations’ level of urbanization and their 

average  per capita income, 2000/2001 

 

Source: Satterthwaite, 2007  
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Economic growth and better incomes are not enough  

 Putting the equity concerns aside, some economists argue that rapid 

economic growth remains the most efficacious way of climbing out of poverty 

(Yusuf et al., 2006). But growth that only benefits the already better off may 

well leave the majority of the poor behind in deplorable circumstances. The 

increasing inter- and intra-national economic inequality of recent years 

(UNDP, 2006) indicates that alternative policies to reduce poverty are 

necessary.  

The view that economic growth alone can solve the global poverty problem has 

been challenged by Szreter (2004), Sachs (2005) and UN-HABITAT (2006a), 

pointing out that pro-poor economic policies that create transfer of economic 

resources from the rich to the poor are necessary to reduce poverty at the pace 

expressly desired by governments through the MDGs (UNDP, 2006). The 

MDGs include the crucial Goal 8 to ―Develop a global partnership for 

development‖, which implies substantial increases in transfer of economic 

resources from high-income to low-income countries. However, as 

UNHABITAT (2006a) reports, ―development assistance to alleviate urban 

poverty and improve slums remains woefully inadequate.‖ In order to achieve 

health equity, this feature of economic inequity needs to be addressed. Szreter 

(2004) analyses the historical perspective in the United Kingdom and other 

developed countries and points out the importance of universally available 

public services that support general infrastructure and provide services for low-

income groups for the improvement of health, welfare and relative equity in 

these countries. In countries at early stages of development, universal public 

services for health protection and care would be just as important for achieving 

health improvements and health equity as in the high-income countries during 

their early economic development (WHO/Globalization Knowledge Network, 

2007).  
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Approaches and Policies to make intervention to happen: Evidence from 

National and International forum 

India: Building social cohesion for community action  

Mumbai is the economic capital of India with a population of 13 million. The 

majority of the slum communities in Mumbai live in absolute poverty and 

inhuman conditions. Poor and underprivileged people from all across India 

migrate to Mumbai in search of better livelihood and therefore settle in slums. 

Non-literacy, unemployment (or marginal employment), inhuman living 

conditions, acute alcoholism among men and high prevalence of violence 

against women are typical characteristics of these slums.   

Building community cohesion of informal networks in slum area can be 

facilitated through NGOs such as Committee of Resource Organizations 

(CORO) acting as the link. Cohesion is important not only for user groups of 

lowest social status but also for providers of services as well as for other 

government structures. Trust, respect and a strong informal network can ensure 

that timely quality services are provided. NGOs need to focus their attention on 

the strategic and political levels to ensure that social changes are lasting and 

that equity is emphasized. Violence against women and lack of access to basic 

services, including basic health and sexual and reproductive health services. 

This was compounded by low literacy rates and gender inequalities.  

During the years that CORO has functioned, it has changed its entry points into 

the community from addressing basic needs such as sexual and reproductive 

health, literacy and basic services to more strategic and political needs and 

demands at a higher level. This has only been possible through a process of 

building respect, trust and cohesion among the slum community and addressing 

issues that are important for them. We realize that informal networks and 

organizations often fail in slum areas due to their limited capacity to voice their 

needs and demands and therefore an ―intermediary‖ organization, such as 

CORO, can act as an adhesive that can build and hold these informal networks 

together. But, for a lasting change to happen, it is important to move upwards 

and address structural prejudices, inequalities and injustice.    
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Chile: Infant health intervention made easier by Urbanization 

 Chile is a country in the process of rapid development and, in recent 

decades, presents two important and related factors: fast urbanization and 

infant mortality declines. Along with its neighbours, in 1950, the urban 

population was 45% and the rural population was 55%, towards 2000, the 

proportions were 85% urban versus 15% rural (FAO, 2006). 

 The infant mortality rate (IMR) has declined rapidly in the country at the 

pace of progressive urbanization in the last 50 years, and the differences 

between urban and rural rates have diminished. Accelerated urbanization has 

improved most of the critical factors for child survival, mainly access to safe 

water and sanitation, good housing, primary and secondary education and 

access to primary health care (Jimenez & Romero, 2007). 

 In the earlier decade (1990-2000), the effort has been concentrated on 

four urban PHC-based sets of interventions, including intensive neonatal care, 

acute respiratory infections with community-based interventions, expansion of 

the vaccine programmes and congenital heart disease surgery. All these 

interventions are given with universal and free access for every child. One of 

the conclusions of this successful programme is that urbanization facilitates its 

implementation and positive results, becoming feasible in most of the middle 

and even poor countries at a very reasonable cost.  

International Urban Poor Fund: Supporting grassroots-driven improvements 

 Over the last six years, an International Urban Poor Fund (IUPF) has 

helped low-income urban dwellers to secure land for housing, either through 

obtaining tenure of land they already occupy or on alternative sites, and assists 

them to build or improve their homes and access basic services. Since this 

Fund was initiated with the support of the Sigrid Rausing Trust, it has 

channelled around $4.6 million (£2.6 million) to over 40 initiatives in 17 

countries.  

 The funding allocations are small – typically $10 000–50 000. The 

initiatives seek to keep down unit costs, which can be as little as one seventh of 

that of professionally-managed initiatives. Community members contribute 



 

22 

their savings and labour – and where possible use this external funding to 

leverage contributions from local government. Supported activities include:  

 tenure security (through land purchase and negotiation) in 

Cambodia, Colombia, India, Kenya, Malawi, Nepal, Philippines, 

South Africa and Zimbabwe;  

 slum/squatter upgrading with tenure security in Cambodia, Brazil 

and India;  

 bridge finance for shelter initiatives in India, Philippines and South 

Africa (where government support is promised but slow to be made 

available);  

 improved provision for water and sanitation in Cambodia, Sri 

Lanka, Uganda and Zimbabwe;  

 settlement maps and surveys in Brazil, Ghana, Namibia, South 

Africa, Sri Lanka and Zambia;  

 exchange visits by established federations to support urban poor 

groups in Angola, Mongolia, Tanzania, Timor-Leste and Zambia 

and develop initiatives;  

 community-managed shelter reconstruction after the tsunami in 

India and Sri Lanka;  

 federation partnerships with local governments in shelter initiatives 

in India, Malawi, South Africa and Zimbabwe.  

 The Fund is unusual in that funding goes directly to grassroots savings 

groups who have a central role in project development and management and 

who manage the political process, persuading local politicians to have an 

interest in the work but preventing them from controlling activities. In addition, 

decisions about what should be funded are made by the federations of slum and 

shack dwellers, through their own international umbrella group (Shack 

Dwellers International).   
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China: Decentralization of the health system 

 Health system development in China is one example where greater 

responsibilities have been given to local government and communities. China 

has undergone rapid economic growth and urbanization. However, if also faces 

ongoing and emerging challenges related to its continued rapid growth – 

growing income inequality, economically lagging regions, and issues related to 

growing regional and global economic integration.  In order to improve their 

living conditions, people in the disadvantaged regions pour into urban areas for 

job opportunities, leading to the rise of urban poverty and many other social 

problems. The Ministry of Health announced nationally an ―Integrated 

approach to manage and prevent non-communicable diseases‖. It aims to 

develop a strong team of well-trained high-quality primary care physicians in 

delivering community health services to meet the needs of the community 

through curative, preventive and rehabilitative services (Lee et al., 2003; 

2006). 

 In order to strengthen disease prevention and health promotion, many 

provinces and cities had started developing school health education, 

community-based health education for chronic illnesses, promotion of the 

health of the elderly and prevention of non-communicable diseases. Many 

cities such as Shanghai, Beijing and Shenzhen had started moving away from 

an information-giving to a population-based approach. During the period 1997 

to 2000, a technical assistance project was implemented in seven cities and one 

province in China to build capacity for community-based health promotion 

(Tang et al, 2005). The project was designed to develop capacity within the 

Ministry of Health and the province and the cities in the management of 

community health programmes and their development and also public health 

reform. It introduced comprehensive health promotion strategies rather than 

just limited information and education strategies. Instead of a risk-factor 

orientation, the project took a setting approach, and moved from an expert-led 

approach to a more participatory and problem-based approach. 
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Singapore: Housing Development 

 Singapore provides an example of a city that has confronted the issues of 

slum clearance and avoidance. It’s very large public housing programme and 

then innovations in encouraging owner occupation in such housing transformed 

housing conditions in this city-state that, in the 1960s, had large sections of its 

population living in slums. This was also an important part of its economic 

development plan (Ooi & Phua, 2006, 2007). But this example has little 

relevance for other nations. Singapore sustained one of the most rapid 

economic growth rates of any nation in the world over a long period – which 

also meant resources for the government and much increased capacity to pay 

for housing among large sections of its population. In addition, it had very little 

rural population so this great economic success did not mean very large 

numbers of migrants attracted to the city. 

 If Singapore city had been located within any nation with a large rural 

population, its public housing programme would have been swamped. Finally, 

the government already owned much of the land it was to need for the new 

housing – which removed one of the key constraints facing other governments. 

The ―Singapore solution‖ is still seen as attractive for other governments but 

this ignores the factors that made it possible (Hardoy & Satterthwaite, 1989). 

The caveat that the Singapore case study may not apply elsewhere also has to 

consider the Hong Kong case which was almost as successful. In 1960, when 

public housing started in Singapore, the government did not own all the land 

already. It introduced the Land Acquisition Act which acquired land from 

private land owners for public purposes – legislation that is unlikely to succeed 

elsewhere. Singapore, in the 1960s till the 1970s, continued to have a sizeable 

rural population but the development strategy was urbanization and an export 

economy. The population of Singapore between the 1990 and 2000 census 

years grew by one million, largely from regional and international migration.  

Thailand: Upgrading the slums  

 The Thai Development Institute, the initiative channels government funds 

in the form of infrastructure subsidies and housing loans direct to community 
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organizations formed by low-income inhabitants in informal settlements, who 

plan and carry out improvements to their housing and to water and sanitation 

facilities or develop new housing. It has set a target of improving housing, 

living and tenure security for 300 000 households in 2000 poor communities in 

200 Thai urban centres. This initiative has particular significance in three 

aspects: the scale, the extent of community involvement, and the extent to 

which it seeks to institutionalize community-driven solutions within local 

governments so that needs in all informal settlements of participating centres 

are addressed. It is also significant in that it draws almost entirely from 

domestic resources – a combination of national government, local government 

and community contributions. 

Policy Suggestions 

 The most basic concern in all policies is how to speed up economic 

development together with environmental protection in urbanizing areas. It is, 

therefore, necessary to limit economic development which potentially causes 

pollution. Apart from the existing documents of regulations for environmental 

protection (that must be implemented more strictly), some specific policy 

recommendations can be proposed as below:  

1. Credit policy  

 Most of investors are now relying on the banking system to get loans for 

their investment. If a city corporation has an agreement with the banking 

system about which sectors/production take priority in borrowing funding, 

pollution can be limited. When reviewing and approving of projects that 

borrow a credit loan, the banking system should give priority for clean 

projects, such as the project of growing clean vegetable, or growing orchid, 

because such projects not only create new jobs, but also help people to change 

their job. A credit policy that encourages investments into sectors, which do 

not cause pollution, should be implemented. A credit policy also helps to make 

decision about investment locations through preferential interest rates for 

specific locations. Investments should be made preferentially into areas, where 

urbanization is slow. This will help to reduce the density of trading/production 
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units in some other areas. The credit policy also accelerates the economic 

structural transition, switching from production sectors to service sectors in 

order to minimize sources of pollution.  

2. Science-technology dissemination policy  

 In addition to the credit policy, it is also necessary to encourage 

dissemination of science and technology to investors so that they and residents 

realize what production activities they should carry out in order not to cause 

pollution. This policy plays an important role in training and changing 

occupations for laborers. It also helps to create a high-quality human resource, 

including policy-makers and economic development planners; as the result, 

they will know how to combine economic development and environmental 

protection for sustainable ecological urban economic development.   

3. Urban planning policy  

 The economic development and urbanization of any urban zone should 

illustrate how urban planning plays a very important role in setting up 

development orientations. One of the basic reasons for the disordered 

urbanization in most of the urban sites of developing countries for the past few 

years is the lack of specific urban planning. People, investors as well as local 

governments do not know exactly what the function of a specific land will be. 

On the contrary, those, who have power and money, can change the allocation 

making it advantageous for them.   

 Planning should regulate where it is appropriate to have certain functions 

located. Where to have waste disposal sites, where it is appropriate to have 

water outlets in order to avoid inundation; where is suitable to build industrial 

zones so that wind does not blow from the industrial zones to residence areas; 

where it is necessary to have green areas, etc. Planning should be focus on how 

to improve the living quality of people. Besides, urban planning should take 

into account many other factors such as infrastructure and relevant works, 

making it favorable for development of an area, where urbanization is taking 

place. In addition, policy makers also need to take into account specific socio-

economic characteristics in each local area in order to make new and specific 
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policies for urbanizing areas (which should be different from policies for 

districts already urbanized).  

 However, it is necessary to not only emphasize on policy making, but 

also management and implementation of existing policies and regulations. For 

example, a lot of impermissible houses are built in these urban zones. The 

reason is partly because the local government did not have sufficient concern 

and partly because resources and capacity of local governments are still 

limited. Many local governments are not yet used to undertake management 

over a ward (which used to be a commune) with a larger population. It is, 

therefore, necessary to enhance the local human resource and improve the 

management capacity of local officials in urbanizing areas. Furthermore, it is 

sometimes necessary to have coercive measures, when a production/trading 

unit violates regulations for environmental protection. It is also necessary to 

apply other indirect tools such as economic measures, including penalties that a 

production/trading units have to pay, whenever it causes pollution. The 

principle for this is ―those, who cause pollution, have to pay expenses‖. 

Finally, it is the most important that people’s consciousness of executing laws 

and together protecting the environment should be improved.  

Conclusion 

 The strong relation between urbanization on the one hand and economic 

productivity and development on the other, impacts environment in large scale. 

Urbanization and economic development are intimately related, and the 

concentration of resources—labor and capital—in cities is a part of this 

process. To the extent that movements of these factors represent a rational 

response to market signals about scarcity, there is no reason for concern about 

the size of any city or the size distribution of cities in general. To the extent 

that external effects, such as pollution and congestion, are unpriced in cities, 

conurbations will be too large, but not by much. Public concerns about pricing 

congested roadways and about water supplies and public health investments to 

decrease the chances of epidemic are well placed. From this perspective, the 

concern with urban slums and low-quality housing, which impose no 

externalities per se, is less important. Urban poverty in developing countries is 
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not an excuse for adopting policies that limit the extent of urbanization. It is 

hard to know how important corruption and antidemocratic policies are in 

inhibiting or directing flows of factors to and across cities. Their existence in 

developed as well as developing countries provides a strong argument for 

allowing natural market forces to determine the spatial distribution of labor and 

capital. Doing so would cause both the level of urbanization and the level of 

economic development to increase. Increased urbanization unquestionably 

facilitates the development process. Explicit policies to discourage 

urbanization are therefore surely misguided. 
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Centre of Excellence in Environmental Economics

The Ministry of Environment and Forest, Government of India has 

designated Madras School of Economics as a Centre of Excellence in the 

area of Environmental Economics.  The Centre carries out research work 

on: Development of Economic Instruments, Trade and Environment, and 

Cost-Benefit Analysis. The Centre is primarily engaged in research 

projects, training programme and providing policy assistance to the 

Ministry on various topics. The Centre is also responsible for the 

development and maintenance of a website (http://coe.mse.ac.in), and for 

the dissemination of concept papers on Environmental Economics.

Madras School of Economics 

Madras School of Economics was founded in 1993 as a private post-

graduate institution for teaching and research in economics. MSE offers a 

two-year Master's program in Economics, Financial Economics, Applied 

Quantitative Finance, Actuarial Economics and Environmental Economics 

affiliated to the Central University of Tamil Nadu, and a Ph.D. programme 

affiliated to Madras University. MSE has undertaken a large number of 

research projects since its inception, including the World Bank sponsored 

Capacity Building Programme in Environmental Economics.  The World 

Bank project involved research, training, curriculum, and overseas 

fellowship components which were coordinated by MSE. Subsequently, the 

Ministry of Environment and Forests approved the proposal to set up a 

Centre of Excellence in Environmental Economics at MSE.  MSE has also 

served as an ENVIS Centre in Environmental Economics under the 

Environment Information System (ENVIS) of the Ministry of Environment 

and Forests, Government of India.  A dedicated program on Trade and 

Environment, with support from the Ministry of Environment and Forests, 

Government of India, has been initiated at MSE.
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