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	Are the world’s megacities becoming a sprawling, overfed, and uncontrollable mass that needs to be restrained for the good of society and the environment? This column suggests that policies aimed at reducing the dispersion in city sizes will hardly improve the wellbeing of the people who live there. If anything, in some developing countries, such as China, large cities may actually be too small.

The trend in urbanisation is continuing unabated across the globe. According to the UN, by 2025 close to 5 billion people will live in urbanised areas. Many cities, especially in the developing world, are set to explode in size. The Nigerian city of Lagos, for example, is expected to increase its population by 50% to nearly 16 million in the next decade and a half (UN 2010). In recent years there has been much debate about whether restricting the growth of megacities will improve the quality of life. But the debate is not so much about whether people should move to cities or stay in the countryside. It is about whether (some) of the world’s megacities have become too large. People flock to cities in search of higher paying jobs and better amenities. Many of the world’s large metropolises, such as Los Angeles and Mumbai, are highly productive and are located next to large bodies of water. As cities grow in size, however, they start suffering from increased congestion, higher crime rates, and air pollution. How fast the benefits of efficiency and amenities erode with population size because of increasing congestion costs depends on the quality of governance, responsible for the provision of road infrastructure, sewage systems, clean water, and security. 

Following this argument, if New York is bigger than Williamsport, it must be better in terms of efficiency, amenities, or governance. More generally, the huge differences in city sizes must reflect huge differences in these three basic characteristics. Putting it differently, if cities were to become more similar in terms of efficiency, amenities, and governance, they would probably become more equal in size too. The world’s megacities would likely become smaller, and maybe quality of life would improve.

· But how much better, if at all, would life become? 

· And how much would the spatial distribution of population change? 

In recent research (Desmet and Rossi-Hansberg 2010), we propose answers to these questions. After estimating efficiency, amenities, and governance for US metropolitan areas, we ask what would happen to the city size distribution if all locations had the same levels of efficiency (or amenities). As expected, we find large reallocations of population. For example, the metropolitan area of Los Angeles would lose 29% of its population if it had average efficiency. The corresponding figures for the metropolitan areas of New York and Chicago would be 77% and 46%. Maybe surprisingly, the cities that would gain population are not the smallest ones, but the intermediate-sized ones. Many of the smallest cities thank their existence to a particular advantage. Take it away, and the city essentially disappears. One such example is Santa Fe, known for its scenic beauty. If it had average amenities, it would lose 82% of its population. 

Going beyond the experience of individual cities, many regions of the West Coast and Florida would lose out if all metropolitan areas had average amenities. This makes sense. As argued by Rappaport and Sachs (2003), the concentration of population in coastal areas has to do increasingly with the quality of life. If, instead, we eliminated efficiency differences, central regions would lose population, and so would much of the Northeast. If all cities would have the same quality of governance, most of the Midwest and the Northeast (the region that includes the Rust Belt) would gain population, suggesting that some of the problems of those regions are related to governance issues, which could include labour market frictions and unionisation. For example, with average levels of governance, the population of Rochester would increase by 37%.

But would people really be better off if New York and Los Angeles became smaller? Surprisingly, in spite of the large reallocations of people, it turns out that the welfare effects of a more equal distribution of city characteristics are negligible. Endowing all cities with the same level of efficiency (or the same levels of amenities or governance) would never change real income by more than a couple of percentage points. If, say, a city experiences a negative productivity shock, the effect on wellbeing is mitigated because people will work less (and enjoy more leisure) and congestion costs drop (because some people move out).

Of course these types of thought experiments are hypothetical – even if we tried, cities will never all have access to the same amenities. A more realistic exercise would be to take the inherent characteristics of cities as given, and to determine how much better off people would be if resources were optimally allocated across space. Indeed, given that part of a city’s productivity and amenities is inherent but that another part depends on a city’s size through externalities, we cannot be sure that the observed city size distribution is the socially optimal one. In line with the limited effects of the previous thought experiments, moving to the optimal city size distribution would produce a meagre welfare gain of just 0.6%. And although the effect on the shape of the size distribution is limited, the optimal size distribution would call for the larger cities to become larger and the smaller ones to become smaller. Capping the size of cities does not seem to be warranted. 

Beyond the US: The case of China 

The small welfare effects suggest that policies to relocate people across space with the aim of improving the overall quality of life are pointless, at least in the US. But what about in other countries? A similar exercise for China reveals important differences. For example, if all Chinese cities had the same level of efficiency, welfare would increase by 47%, and if all had the same level of amenities, welfare would rise by 13%. These figures are an order of magnitude larger than in the US, where the corresponding numbers are 2.5% and 2.3%.

One would expect a more equal distribution of efficiency or amenities to lead to a more equal distribution of city sizes. But quite the opposite happens. If all Chinese cities had the same level of efficiency or amenities, the city size distribution would become more dispersed, with the larger cities being larger and the smaller cities being smaller. In the case of amenities, this is easy to understand; in contrast to the US, the larger cities in China have on average worse amenities. Giving them average amenities therefore allows them to further grow in size. In the case of efficiency, the largest cities would lose if they had the average level of efficiency, but some of the intermediate-sized cities, endowed with good amenities, would grow so much that they would become larger than the largest cities today.

In other words, any policy that would reduce differences in efficiency or amenities across Chinese cities, would not only dramatically improve welfare, it would lead to more dispersion in the city size distribution. This confirms earlier findings by Au and Henderson (2006) who argue that Chinese cities are too small. In sum, far from megacities disappearing, we may need more of them, and they may need to be even larger.


The World's Fastest-Growing Megacities

 by Joel Kotkin and Wendell Cox
The modern megacity may have been largely an invention of the West, but it’s increasingly to be found largely in the East. The seven largest megacities (defined as areas of continuous urban development of over 10 million people) are located in Asia, based on a roundup of the latest population data released last month by Wendell Cox’s Demographia. The largest megacity remains the Tokyo-Yokohama area, home to 37 million, followed by the Indonesian capital of Jakarta, Seoul-Incheon, Delhi, Shanghai and Manila.

With roughly 20 million inhabitants, the New York metro area, the world’s largest urban agglomeration from early in the 20th century till Tokyo surpassed it in the 1950s, ranks eighth. The only other western urban areas among the 28 biggest megacities now are Moscow (15th), Los Angeles (17th), and Paris (28th). London, which was the first modern city of a million people, is not on the list at all, with expansion long ago stopped by its green belt. In 1990, New York ranked second and Los Angeles ranked eighth.

This de-Westernizing trend seems likely to continue. The fastest-growing megacities over the past decade have been primarily in the developing world. Karachi, Pakistan, has led the growth charge, with a remarkable 80% expansion in its population from 2000 to 2010. The growth economies of China and India dominate the rest of the list of most rapidly growing megacities.

The World's Fastest-Growing Megacities
China, not surprisingly, has the most megacities of any country, four. The second fastest growing megacity over the past decade, Shenzhen, was a small fishing village not long ago that became a focus of Deng Xiaoping’s first wave of modernization policies. In 1979 it had roughly 30,000 people; now it is a thriving metropolis of over 12 million whose population in the past decade grew 56%. Its rise has been so quick that the Asia Society has labeled it “a city without a history.”

Older Chinese cities are also growing rapidly. Shanghai, a cosmopolitan world city decades  before the Communist takeover of the country, expanded almost 50% since 2000. The ancient capital Beijing and the southern commerce and industrial hub of Guangzhou grew nearly as rapidly.

India matches Japan with three megacities, but they are all growing much faster. The population of Delhi, the world’s fourth-largest city, expanded 40% over the past decade; Mumbai, almost 20%; and Kolkata, roughly 10%, a relatively low rate for a city in a developing country.

Other rapidly growing megacities are scattered throughout the developing world. In Nigeria, Lagos saw its population swell by over 48%; The Thai capital of Bangkok and Dhaka, Bangladesh, both grew some 45%. The world’s second-largest megacity, Jakarta, expanded 34% to almost 27 million.

Full List: The World’s Fastest-Growing Megacities

One caveat: Estimating population for comparably defined urban areas, particularly in the developing world, can be difficult. For example, there is considerable disagreement about the population of Lagos, where local officials claimed there were twice as many people in 2005 as were counted in the 2006 Nigerian census. Add the “missing” 8 or more million people and the population would be 22 million this year. The higher local count, however,has not been broadly accepted. There population of Karachi is also disputed, with some claiming a somewhat lower population than reported.

In contrast, high-income countries in Europe and the U.S., where population tracking is more reliable, grew relatively slowly. The only city with a purchasing power adjusted GDP of over $40,000 that registered population growth over 10% was Moscow, which has expanded rapidly as the center of Russia’s resource-led boom. The population of Paris grew 8%; Los Angeles, 6%; and New York, barely 3%.

Japan, one of the world’s most urbanized major countries, has also logged slower growth. Tokyo, the great outlier in that country’s stagnant population profile, expanded 7%, Nagoya grew 5.7% and Osaka-Kobe a weak 2.4%. The rapid population depletion in the rest of the country and a lack of immigrants suggest that Japan’s great cities will grow even slower in the years ahead, as the country runs short on migrants from rural areas and young people in general.

So what do the numbers tell us about the future of megacities? For one thing, it’s clear that the most rapid growth is taking place in countries that still have large rural hinterlands and relatively young populations. These mostly poor places — most with median incomes between Dhaka at $3,100 per capita and Bangkok at $23,000 — will continue to grow, at least until their populations begin to see the results of decreasing birthrates.

U.N. projections to 2025 suggest that the future list of megacities will be dominated by such lower-income cities, with growth primarily in places like Africa and central Asia. Among the likely new entrants are Lima (Peru) , Kinshasa (Democratic Republic of the Congo) and Tianjin (China). At least seven others (Chennai, Bangalore, Bogota, Ho Chi Minh City, Dongguan, Chengdu and Hyderabad) are now above 8 million, making it likely they could reach megacity status by 2030. Among high-income world cities, London might finally reach 10 million while the only other high-income world candidate, Chicago, with more than 9 million residents, could take until 2040.

At the same time, some megacities in the low and middle-income world already seem to have reached a point of saturation. A generation ago, it was widely predicted that Mexico City would become the world’s largest city. Yet its growth has slowed to a modest 11% over the past decade. Lower Mexican birthrates and the development of other urban alternatives have made La Capital far less a growth hub than once imagined.

Similar processes can be seen elsewhere in Latin America, where fertility rates have been dropping to levels closer to American and northern European norm, but not yet those of the ultra-low Japan or southern European countries. Over the past decade population growth was 13% in Buenos Aires, 15%  in Sao Paulo and 10%  in Rio de Janeiro. These cities will likely continue to grow, but at a reduced rate.

The real winners in the coming decades are likely to be Chinese megacities, and to a lesser extent those in India. China’s megacities all enjoy per capita incomes above $20,000 and the vast scale of the country’s rural population suggests there is still room for growth. It will be perhaps another decade or so before the country’s low birthrate catches up with it, and slows growth down to western or Japanese levels.

India’s cities, notably Mumbai and Delhi, are not as wealthy as China’s, but are clearly getting richer, with Delhi getting close to the $10,000 per capita income level. With a somewhat higher birthrate than its Chinese or South American counterparts, Indian cities can be expected to continue expanding at least for the next decade or so.

These trends, of course, may be altered by any number of developments, including the possible threats to  cities from wars, environmental challenges or other large-scale disruptions. But we can say, with some confidence, that the world’s megacities will continue to become increasing Asian and African, reflecting the protean nature of an urban growth pattern that continues to de-emphasize slower expanding regions in the Americas, Japan and, of course, Europe.

