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Urbanization is associated with economic growth and industrialization. According to the classic two-sector
models of Harris and Todaro (1970} and Williamson (1986) and their more recent incarnations, industrialization,
perhaps export led, drives development. Such industrialization requires urbanization. drawing labor out of a
passive rural sector. And such spatial reorganization of the population seems efficient: both manufacturing and
services benefit with increased productivity from agglomeration economies and dense urban environments. In an
endogenous growth context, human capital accumulation and rising effective technology levels can underlie this
process as countries develop, releasing labor from agriculture into industry in cities. gmLearning and knowledge
accumulation may also be more productive in cities. .

This move of people out of agriculture into cities engaged in industry and service production has played out
historically. @There are no major developed, nonurbanized countries. And the dynamics of development seem
consistent with the ideas behind the two-sector model. As urbanization proceeds, we expect countries to start with
a strong divergence between thé urban and rural sectors. No matter what triggers the industrialization process
nationally, industrializing cities with more modern technologies and better access to foreign markets offer higher
incomes than rural areas. This income gap starts to draw migrants to cities, and countries go through an
intergenerational adjustment phase of young people moving from rural to urban areas. Urbanization eventually
improves conditions in rural areas through better labor-to-land ratios and the agricultural modernization that
occurs with improved education and national exposure to modern technologies and business methods. Urban-rural
incomes then start to converge. @Urban-rural consumption differences start high, but as urbanization proceeds,
they disappear. At low levels of urbanization, the urban sector’s share of income can be 2-3 times its share of

national population, while at high levels of urbanization, the two shares are equal.

[Higt]
Henderson, J. Vernon. 2014. Urbanization and the Geography of Development. Policy Research Working Paper;No. 6877.

World Bank, Washington, DC. © World Bank.
https://openknowledge. worldbank. org/handle/10986/18747 License: CC BY 3.0 IGO.
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[1]TF#E (a) ZFREL.

[2]FH#REE (b) IZDWT., BEFCOLSRTEMNEZ00, FOERE2ALETHRICHAR L,

[B1F#E (o) ZFRE L.

[41FEE (D IZDWT, BEIOLSRENNEC 0N, FOEBE2AEFCHBICHERY X,
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